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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 esfablished as a market designed fo accommodate companies fo which a high investment risk may be

attached. In porﬁcu|or, companies may list on GEM with neither a track record of profitobimy nor any obligation to forecast
future profitobiht\/. Furthermore, there may be risks arising out of the emerging nature of companies listed on GEM and the
business sectors or countries in which the companies operate. Prospective investors should be aware of the potential risks of
investing in such companies and should make the decision to invest only affer due and careful consideration. The greater risk
profile and other characteristics of GEM mean that it is a market more suited fo professional and other sophisticated invesors.

Given the emerging nature of companies listed on GEM, there is a risk that securities tfraded 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 securifies fraded on GEM.

The principal means of information dissemination on GEM is publication on the infemet website operated by the Stock
Exchange. listed companies are not generally required to issue paid announcement in gazetied newspapers. Accordingly,
prospective investors should nofe that they need to have access to the GEM website in order fo obtain up-o-date information
on GEM listed issuers.

The Stock Exchange of Hong Kong Limited 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 parf of the contents of this report.

This report, for which the directors (the “Directors”) of Thiz Technology Group Limited collectively and individually accept full
responsibility, includes particulars given in compliance with the Rules Governing the Listing of Securities on the Growth
Enterprise Market of The Stock Exchange of Hong Kong Limited for the purpose of giving information with regard to Thiz
Technology Group Limited. The Directors, having made all reasonable enquiries, confirm that, o the best of their knowledge
and belief: 1. the information confained in this report is accurate and complete in all material respects and not misleading; 2.
there are no other matters the omission of which would make any statement in this report misleading; and 3. all opinions
expressed in this report have been arrived af after due and careful consideration and are founded on bases and assumptions
that are fair and reasonable.
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Thiz Technology Group Limited

Based in Hong Kong, Thiz Technology Group limited ("Thiz", the
"Company” or the "Group”| is the first and a leading developer of Linux
solutions for PC and provider of infemet application technology users. Thiz
was also the first Linux software solution provider listed in the Growth
Enterprise Market ("GEM”) of the Stock Exchange of Hong Kong in July
2001 (Stock Code: 8119). Thiz is a provider of various computing
solutions and related services targeting individuals, small to medium size
enterprises and educational institutions. The products and services
provided by the Group include Thizlinux [deskiop operating system and
server), applications and other related services, such as software
installation, training and education. Thiz launches high quality products
that are flexible to customise for SMEs, government and educational

institutions.

Thiz is devoted fo developing Llinux systems, internef application
technology and related applications, and promote the Group's brandname
to the global market. Thizlinux is the Group’s R&D backbone on Linux
operating systems and applications. The Group has introduced a wide
range of products including Thizlinux deskiop systems, office suites, server
applications, Internet frading sysfems, diskless solution, infranet collaborative

software, antiwvirus software and firewall.

To promote Linux general education, Thiz provides various solufions on
Linux education for primary and secondary schools, tertiary institutions and
fraining centres. The solutions include course management, fraining
materials, feaching plans, training certifications, examination system and
other related services. Currently, the Group is acfively promoting learning

and usage of Thizlinux products in China and Hong Kong.
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Thiz Technology Group Limited BRI EER AR
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On regional development, the Group has offices in Hong Kong, Taiwan ~ H1EZEHE @ AEEREE - 8ERHEH
and China. Through software bundling, OEM partnerships, education and 8B #H R © ANEEEBEHEA - OEM
Thizlinux enterprise solutions, the Group offers comprehensive support and & 1ERAE « A KThizlinux BEFER - AKX
services fo governments, private enterprises, educational insfifutions as well — FERAEAT - FLERZE - BHERBIARE
as individual users in the Greater China region. AFAPRMH 2 E T MR
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Thiz Technology Group Limited

2006

March 2006

January 2006

(E540

Designated by SSIA [Shenzhen Software Indusiry
Association) as “LINUX Software Engineer Training

Base”

Accredited by Beijing Youth Daily Newspaper
Agency and Beijing Media Corporation Limited as
the "2005 Public Safisfied Vocational Education

Institute in Beijing”

Chief Executive Officer of Thiz Technology Group
Mr. Wong Hoi Wong, was accredited as the
"Global 100 Best Brand Figures of Chinese
Tradesmen” in the first committee meeting of the

Chinese Tradesmen Leaders Annual Meeting

BRI R E AR AT

FESSINRINE 1T
BT BHEE[UNUXE
f TiZEmsEsIE )

RELRBFRL - b
BEEBRNERARMRE
2005 R RTME.
HOITER 3 2005 e | T o

BRI SR BT TR AR L
TRk EREEREE
ERMEEETERE
[2FR100RIZE R mEA

[ N NojcRoNoN N N N NoNojoNoN N N N NoNoNoNoN N N N NONONONON N N N NoNooNoN N N N NoNoNoNoN N N N NONONONON N N N J 7



Thiz Technology Group Limited

2005

December 2005

November 2005

October 2005

August 2005

Accredited by “The Beijing News" in alliance with
fop fen mainstream media nafionwide as “ the
Most Innovative Award Of Brand Education” in the
fraining institute category in the first session of the

Education Brands Trusted by Media

Winning 2005 Editors’ Choice of the "Open

System World” as “the Best Linux Training Project”

Accredited by the Office of Shenzhen Special
Zone Daily as “the Most Distinguishing Award of
Shenzhen Brand Training Insfitutes of 2005”

Thizlinux Software (Kunshan) Company Llimited

esfablished

Participating in 2005 Embedded System Industry
Development International Forum and China

Embedded System Annual Meeting in Qingdao
China

Accredited by Guangdong Software Industry
Association with the “2005 Enterprises with

Greatest Potential Award”

Shanghai Thizlinux Software Company Limited

esfablished
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June 2005

Thiz Technology Group Limited

(E540

Signing “Sponsoring Agreement for 2005 Linux

and High Quality-cost Ratio Application Promotion
and Development Forum in Six Prefectures (Cities)
in Guangdong” with Guangdong Software Industry

Association

Chief Executive Officer of Thiz Technology Group
Mr. Wong Hoi Wong, was accredited by CCID
with the “2005 Open-Source leading Figures
Award”

"Thiz Easy Shop” was accredited by CCID with
the "Open-Source Customers Satisfaction Award”
in 2005 China Linux and Open-Source Application

Achievements Investigation
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Thiz Technology Group Limited

Since its establishment in 2001, Thiz Technology Group has specified "+
EXRETE]" as its fundamental strategy and future developing direction.
The Group has been heading forward upholding this objective and
focusing on R&D of the linux operating system and network application
software. Following the establishment of three software R&D bases in
Beijing, Dalian and Shenzhen, the Group has established two new
research institutes in Shanghai and Kunshan in 2005. The Group started
fo plan for infroducing project development of application software and
R&D of new products, such as finance management software, fraining
management software, deskiop application software, network application
software, server operating systems and enterprise application solutions. In
addifion, the Group has also developed “diskless work station” and large-
sized super hub systems, all these are fruit from accumulation of our
Croup's own developing technologies. As the Linux systfem becomes more
and more widely adopted in market, the Group is well prepared to
infroduce a series of application softwares used on the Linux platform
immediately. It is believed that the Group will become a top open-source

software developer in China in the foreseeable future.

On the other hand, the PRC government has always been providing great
support fo the R&D of Linux operating system and locally developed
softwares. The Ministry of Information Industry of China, NCAC, the
Ministry of Commerce and the Minisfry of Finance have recently joinfly
issued the nofice on “the Relating Matters of Preloading Computers with
Official Edition of Operating System Softwares” and the nofice on “Office
Computer Equipment” Government Departments must be preloaded with
Official Edifion of Operating System Softwares. All computer equipments
made by Chinese PCs manufacturers must be preloaded with official
edifion operating system software before leaving the factories. This nofice
founded a development platform for Thiz Technology Group’s products of

Linux deskiop operating system and deskiop office softwares. The Group
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Thiz Technology Group Limited

will take this golden opportunity to cooperate with PCs manufacturers in
the Greater China region fo promote the marketing sfrategy of “double
systems, double enjoyment” and to achieve its goal that the Linux
operating system with the advantages of high safety, cheap and high

quality to become “widely used, widely accepted” in the market.

The strength of network applications development lies in the concept of
designated software for computers and ultimately to become the software
manufacturers for PCs factories. Softwares should be developed at the
direction of providing applicable, practical, useful and userfriendly
deskiop operating system fo users with the use of hardwares, achieving
the new concept of “people-criented” and play down the role of operating
systfems on deskiops. Operating system will become a wardrobe on the
desktop. Users can put most of the application softwares that are not
needed immediately info the wardrobe and can open them conveniently
when needed. The advantage of this concept is that it will not occupy

space on the deskiop.

For the Group’s fraining business, we will continue to focus on fraining
centres, so as to ensure the popularity of Linux system and the supply of
Linux software professionals will not be disrupted, and provide the Group
with sufficient software experts. In addition, this can achieve the fraining
objectives of “training for profit” and “training for popularity”, so that
fraining of software professionals will provide the Group with software

experts and profifs af the same fime.
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Thiz Technology Group Limited BRI SR BB R LA

The Group was awarded “Caring Company of
2005/2006"

AEEKE-TTH /" TREFEHARBE] £
A

vare natwr

The Group participated in the “Intel Solutions Summit
2005"

AEE 2 [Intel Solutions Summit 2005
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Thiz Technology Group Limited BOEs R SR B AR A 7]

Business Developmeﬁ“ Strategles mhns XBBBERREKRETE

The Group participated in the “Infernational Cultural Industry Fair” together
with Shenzhen Book City
AEBERY|IZWEF 20 EE]

The Group held a product launch conference in Beijing

AEEEILRBTERENE

The Group held the “Bai Cheng Qian Xiao Wan Xue Hong Kong Thiz
Technology Group Linux Technology Seminar (B 3 1% & 2 & % A
5 RHAfF &= B Linux K BY £ 47 58 ) * in Harbin
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Thiz Technology Group Limited BOES RIS B AR A 7]
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The Group provided support to Harbin City
during the water pollution event in 2005.
“ETRERREKE R SRR - REEETT
ERKKITE

Employees and frainees took photos during the
official establishment of the “Kunshan Research
Institute” (B 1L A EBT) in November 2005.
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Thiz Technology Group Limited BRI EER AR
.bw. -

Turnover Analysis =EZEhay
2006 (HK$000)] 2005 (HK$'000)
ZBEARE (FET) —TTRF (FET)

| Jromried ol i et T

2006 2005

—EBEBRE —EEREF

(Restated)

(& =31)

HK$’000 HK$'000

THERT FHTT
Financial Position MR

— Total assets —BEEE 68,685 59,864

— Net current assefs —mBEEFE 13,745 13,454
Financial Ratios M¥LaE

— Current ratfio — BN X 1.5 1.4

— Gross profit margin —FEME 37% 42%
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Thiz Technology Group Limited

OVERVIEW

After the Group has terminated its “1+1+1 Project” training programme in

August 2005, it introduced “Thizlinux [T Professionals Training Programme”.
We have designed a new sef of training materials and a new curriculum
for training of linux network engineers. The new curriculum included
deskiop system, office system, network, safety, router and enferprise
application softwares. For the fraining of Linux software engineers, we
have added LAMP, JSP, inter-platform application development, games
embedded in mobile phones and project management (PMP and CMM)
to the old curriculum. As new training programs, we also provided Linux
system engineers training program and fieldwork development projects. As
of March 2006, many fraining centers in Changchun, Dailian, Shenyang,
Harbin, Qingdao, Beijing, Xian, Shanghai, Guangzhou and Shenzhen
have been opened to train up “Thizlinux IT Professionals” for the society.
As our fraining programs are targefed at fraining of manager level IT
professionals, these programs have gained wide attention in the society.
The Group has been awarded many recognitions from different media

and highly appraised by them.

Our research institutes were committed to develop software during the
year, such developments included Linux deskiop and office software,
finance management software, multrmedia player, server and application
softwares. Since the Linux application software has its own insufficiencies,
the Group has to involve many frainees fo participate in the development
of the software, and in fact the Group can only make it a “three-win”
situation for Thiz Technology Group, enterprises and trainees by inputfing

such resources.
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Thiz Technology Group Limited

PROSPECT

Since the joint announcement by the Ministry of Information Industry,
NCAC and the Ministry of Commerce (the Three Ministries) in March
2006 that computers must be preloaded with official edifion of operating
sysfem softwares, not only the level of awareness of intellectual property
rights in the PRC has been enhanced but also brought about a huge
opportunity for the development of Linux operating system in the PRC. This
means that all PCs will be preloaded with either Microsoft operating
system or Linux operatfing system before leaving the factories. Thiz
Technology Group has been carrying out research and development
activities and improving Thiz Linux deskiop operating system for the past
seven years, with an aim fo enter into the PCs market in the PRC and
capture for a market share in the market, founding PCs manufacturers fo
choose Linux operating system as their designated preload software in the
future. It is believed that this will be a huge business opportunity for Thiz
Technology. Among the PCs manufacturers, for example Lenovo, Tsinghua
Tongfang, Beijing Founder, Tsinghua Unisplendour, Haier, Hisense, TCL,
Hasee, Hedy and Golden Greatwall, efc., the Group aims to capture
over 50% of market share. The research teams of the research insfitutes will
also be committed to take this business opportunity to develop info a
software factory adopted by the PCs manufacturers and apply their
professional technologies in different software applications such as
network application, multi-media application, deskiop office application,
family digital entertainment center. As such, PCs will be developed fo be
designated to specific operating system and make best of the advantages
of the Linux operating system, while Thiz Technology Group will become a

real Linux software company and a model enferprise in the PRC.

Lin Chien Hsin
Chairman

Hong Kong, 28 June 2006
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Thiz Technology Group Limited

In 2005, as Linux operating system was sfill nof that widely accepted and
the image of a free operating system was still deeply roofed in the mind of
people, it was not easy fo create business opportunity and profit. On the
other hand, large amount of marketing resources was need for
e-commerce fo aftain a successful operating environment, thus such
opportunities were still waiting for by the market. Effectiveness of
development of the VOIP business was restricted by external operating
environment factors like rules and regulations and broadband required by
VOIP, this business was yef to achieve ifs best results. However, the Group
has accumulated lots of technologies, and we will keep going to put our

efforts o realize the inherent potential effectively.

Although the Group has a leading position among other Linux
manufacturers in the area of multirmedia technology developed on Linux
operafing platform, since the concept of application of hardware for 3C
was just af a early stage of development, the price advantage of Linux
over Windows was not fully recognized. It was believed that starting from
2007 as high resolufion LCD TV becomes more and more popular, PCs
will be developed into a family digital enferfainment center. This will help
fo eliminate the concept of “use whose” operating system. In confrast, the
concept of cheap, efficient, people-oriented designated operating system
that provides the advantages of “applicable, practical, easy and
convenient o use” will become dominate. For the development of training
business, with expansion of our training cenfers, it is expected to bring
high revenue and profit to the Group. For the development of PC bundling
business, sales of products are expected to bring the advantages of
products popularity and high profit to the Group. For the development of
large scale software projects, it not only helps to enhance technology

strength but also brings about substantial income for the Group.
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Thiz Technology Group Limited BRI EER AR

The Group has assessed the results of its subsidiaries and used this as a  $T¥#&F R AEFTEZI T HEBCRIERIR
base for its policy of revenue expansion and cost saving. The Group has BB - SEEIEA S HIE LR
adopted an elitist system for human resources, and strengthened its  EEBTEABAETEBRERSFIHEE
development on business and human deployment through the confinuous %5 + MR EE LB EEL LHERRKABR
alignment of personnel structure and focus on the development of high- & o b5l » FBTES|# 2 =5 rE L=
profit business. In addition, by intfroducing a management team with  BX - (¢ TE R EMACER RIFIIEMZ T
extensive experience and expanding the source of distributors and training  {LRBIE F - R HE RIFI IR ORE -
centers under its principle of commercialization of technology products  3ZEEAIEE WK R FIE R B HIMER o

and diversification of fraining products, the Group aims fo create revenue

and profit.
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Thiz Technology Group Limited

FINANCIAL REVIEW

Financial highlights

The Group's consolidated turnover amounted fo HK$8,368,000 (2005:
HK$18,333,000). During the period under review, loss from operation
for the period was HK$29,002,000, compared to HK$ 16,327,000 in
the corresponding period of last year. Further, loss atiributable to
shareholders for the period was HK$31,700,000 while the corresponding
period of last year was HK$23,152,000 (Restated).

In line with the significant decrease in turnover, gross profit for the Group
decreased from HK$7,703,000 in 2005 to HK$3,147,000 in 2006,
while the gross profit margin dropped from 42% to 37%. The major
reason for the decreases in gross profitability was due to decrease in the
distribution of the Group’s Linux based software products that had much
higher profit margins and the amounts of frading in computer products and

fraining income have decreased during the year.

During the year, provision for doubtful debts of HK$7,605,000 (2005:
HK$1,757,000) had been made for outstanding debtors balance.
Defails are sef ouf in note 18 fo the financial statements. The Group had

actively taken procedures fo demand seftlements.

Total operating costs were approximately HK$24,921,000 (2005:
HK$22,707,000). Compare fo last year, the operating costs have
increased by 10%.

Loss atfributable to shareholders and loss per share for the year were
HK$31,700,000 (2005: HK$23,152,000 (Restated)) and HK10.4
cents (2005: HK9.9 cents (Restated)) respectively.
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Thiz Technology Group Limited

FINANCIAL REVIEW (continued)

Capitalization

During the year, the Group had capitalized operating costs of
approximately HK$11,022,000 (2005: HK$9,359,000) in respect of
development of the Group’s Linux based products, proprietary fraining

materials and ecommerce application systems.

Financial resources and liquidity

As at 31 March 20006, total assefs of the Group amounted to
HK$68,685,000 (2005: HK$59,864,000). Current assefs amounted to
HK$43,234,000 (2005: HK$43,756,000), of which HK$10,338,000
(2005: HK$3,657,000) were cash and bank deposits. Current liabilities
of HK$29,489,000 (2005: HK$30,302,000) mainly comprised of
trade payables, other payables and accruals, convertible notes, and
amounts due fo directors and his spouse. There was no significant
provision for tax payable during the year. Current rafio of the Group was

1.5(2005: 1.4).

As at 31 March 2006, the Group had net current assets of approximately
HK$ 13,745,000 (2005: HK$13,454,000). The Directors considered
the Group's liquidity position was generally healthy.
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Thiz Technology Group Limited

D T

FINANCIAL REVIEW (continued)

Foreign Currency Exposure

Except for the operations in the Mainland where the transactions are
denominated in Renminbi, the sales and purchases of the Group are
denominated in Taiwan dollars and Hong Kong dollars. In view of the
relative stability of the exchange rafes between Hong Kong dollars,
Taiwan dollars and Renminbi the Board considers that the Group is not

exposed to any significant exchange risk.

Charges on assets and contingent liabilities
As af 31 March 2006, the Group had no charge or pledge of assets

and contingent liabilities are sef out in note 30 to the financial statements.

Capital commitments

At the balance sheet date, the Group had no material capital commitment.

Management and Employees

As at 31 March 20006, the Group had about 250 employees, including
the Directors of the Company. Salaries of employees are primarily based
on prevailing market salary levels and year end bonuses are granted at
the end of each calendar year. Other employees’ benefits include

provident fund, medical cover and other insurance.
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Thiz Technology Group Limited

EXECUTIVE DIRECTORS

Mr. Lin Chien Hsin

Chairman

Mr. Lin Chien Hsin, aged 52, graduated from the Economic Faculty of
Taiwan University and had been involved in research studies in Harvard
and Standford Business Schools. He was the Vice President of Holtek
Semiconductor Manufacturing Co., lid in 1999. Besides, he was also the
Chief Financial Officer of United Microelectronics Corporation from 1983
to 2001, a semi-conductor manufacturer whose shares are listed in the
Stock Exchange of Taiwan, and had been working there for about 18
years. Mr. Lin has in-depth knowledge in financial management. He was
appointed as Executive Director and Chairman of the Group on 24

December 2002.

Mr. Wong Hoi Wong

Chief Executive Officer

Mr. Wong Hoi Wong, aged 51, is an Executive Director and a founder of
the Group. Mr. Wong has over 27 vyears' experience in sales and
marketing, in particular in electronics and computer industries. Mr. Wong
was the Chairman of Association of Electronic Components Indusiry of
Taipei from 1990 to 1993. He oversees the sales and marketing sirategies
of the Group. Mr. Wong graduated from the Department of Industrial

Management of Tamsui Oxford College in Taiwan with a diploma.

Mr. Yuan Luke Tsu

Mr. Yuan Luke Tsu, aged 32, has been elected as an Executive Director
during the year. Mr. Yuan graduated from a Business Administration
department of the California State University. He was the President of FT.
Data Management Inc. since 1997 to dafe. Mr. Yuan has substantial

experience in the field of corporate administration and management.

BRI R E AR AT

RITESE

MR L

FE

MIEFTSEE © 525% - RENBEABKES
B - W BHREHE N L AR ERBe I AT AT
BER—NNNFEEERFERENHERA
FEAREL - SN WIRER—NN\=FE=
ZE-FREBEETRNDARIA 2B
BE - REZRAREROTN\FZA - %A
ARAFEREENT  ERHEREESFR
SFTLET - MELAEMKER  R_FF
“ET AT NARRERASENTE
BRI -

n

FEREE

TR B

FHEKE - 515 ARRITESHREHE
BIA - TRABB _THF2HER L
HEIEFRERENE - EERER—NN
TEE-NN=FHLEGIETETENE
ERELELR - REEEBEAKE 22
REg - TRERERERNKTIRERERS
RIZERRERRZ R -

A

RHETPEE

RHETEE - 3258 - ERFREHEE SIIT
B REAFENEEIMNNZIAZTRE
ERR - RA—NNEFESRKF.T Data
Management Inc. Z 8 » REEH BT
NEREBERER: -

[ N NojcRoNoN N N N NoNojoNoN N N N NoNoNoNoN N N N NONONONON N N N NoNooNoN N N N NoNoNoNoN N N N NONONONON N N N J 23



Thiz Technology Group Limited

NON-EXECUTIVE DIRECTORS

Ms. Hsieh Yi Chen

Ms. Hsieh Yi Chen, aged 41, has been elected as a Non-executive
Director during the year. Ms. Hsieh graduated from the department of
Broadcasting and TV of Shih Hsin University in Taiwan. She was the
executive secrefary of Franklin Advisors Inc. and subsequently as the Vice
President of le Kao Co., Lid. Ms. Hsieh has extensive experience in the

field of administration and management.

Ms. Wu Chiao Ru

Ms. Wu Chiao Ru, aged 38, has been elected as a Non-executive
Director during the year. Ms. Wu graduated with a Master Degree in
Management from Yuan Ze University in Taiwan. She was assistant to
president of lung Hwa Electronics Co., lid. from 2002 to 2003, and
subsequently the Vice President of Chi Fu Jong Hua Co., Lid. Ms. WWu has

extensive experience in the field of public relations and consultancy.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Li Zhe

Ms. Li Zhe, aged 306, is a qualified PRC lawyer. Ms. Li graduated with a
Bachelor's Degree in Economic Law from Zhongshan University, the PRC,
a Master’s Degree of Business Administration from Murdoch University,
Australia and a Postgraduate Diploma in Law from the Manchester
Metropolitan University of the United Kingdom. Ms. Li has served a
number of law firms in the PRC and Hong Kong. She was appointed as

an independent non-executive Director in July 2001.
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Thiz Technology Group Limited
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INDEPENDENT NON-EXECUTIVE DIRECTORS

[continued)

Mr. Chu Meng Chi

Mr. Chu Meng Chi, aged 41, has been appoinfed as independent non-
executive director during the year. He obtained a bachelor degree in
business administration from the Taiwan National Sun Yatsen University.
Mr. Chu has over 15 years' experience in the field of corporate

administration and financial investments.

Mr. Chu Wei Jen

Mr. Chu Wei Jen, aged 55, graduated with a Master Degree in
Accountancy from National Chengchi University of Taiwan and is under
doctorate studies in Accountancy in JiNan University, Guangzhou, the
PRC. He is an experienced public accountant practising for about 20
years and has extensive experience in finance and accounting. Mr. Chu is
currently a pariner and the head of T.C. Infernational CPAs in Taiwan. In
the past, he had also served the civil and education sectors as an
executive supervisor of Taipei Certified Public Accountants Association and
a member of Compliance Committee of Taiwan Provincial Certified Public
Accounfants Association, and a parttime lecturer in Fu Jen Catholic

University and Chinese Culture University of Taiwan for over 10 years.
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Thiz Technology Group Limited

BRI E AR AR

(> =

INTRODUCTION

The Company endeavours to comply with all the code provisions on
Corporate Governance Practices as set out in the GEM Listing Rules by
esfablishing a formal and transparent procedure to protect and maximize

the interests of shareholders during the year ended 31 March 20006.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding Directors’
securifies fransactions on terms no less exacting than the required standard
of dealings as set out in Rules 5.48 to 5.67 of the GEM Lisfing Rules.
Having made specific enquiry of all Directors, the Directors have complied
with such code of conduct and the required standard of dealings and its

code of conduct regarding securities fransactions by the Directors

throughout the year ended 31 March 20006.

BOARD OF DIRECTORS

The Board is responsible for managing the Company on behalf of
shareholders. The Board is of the view that it is the Directors’ responsibility
fo create value for shareholders as a whole and safeguard the best
inferests of the Company and the shareholders by discharging its duties in

a dedicated, diligent and prudent manner on the principle of good faith.

The Board comprises a total of 8 Directors, with three Executive Directors,
namely, M. Lin Chien Hsin (Chairman), Mr. Wong Hoi Wong (CEQ) and
Mr. Yuan Luke Tsu; two Non-executive Directors, namely, Ms. Hsieh Yi
Chen and Ms. Wu Chiao Ru and three Independent Non-executive
Directors, namely, Ms. Li Zhe, Mr. Chu Meng Chi and Mr. Chu Wei Jen.
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Thiz Technology Group Limited

BOARD OF DIRECTORS (continued)

Ms. Wanzi Huang resigned from the office as Executive Director of the

Company with effect from 30 September 2005.

Mr. Yuan Luke Tsu was appointed as the Company’s new Executive
Director, Ms. Hsieh Yi Chen and Ms. WWu Chiao Ru were also appointed
as the Company’s new Nonexecutive Directors with effect from 1 October

2005.

Mr. Ko Ming Tung, Edward resigned as an Independent Non-executive
Director of the Company with effect from 2 May 2006 and Mr. Chu
Meng Chi was appointed as the Company’s new Independent Non-

executive Director with effect from 2 May 20006.

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

the guidelines.

The primary functions of the Board include:

(i deciding on the overall strategies, overseeing operational and
financial performance and formulating appropriate policies to
manage risk exposure associated with realizing the strategies and

goals of the Group;

[il  being held accountable for the internal control system of the

Company and responsible for reviewing ifs effectiveness;
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Thiz Technology Group Limited

BOARD OF DIRECTORS (continued)

The primary functions of the Board include: (confinued)

(i)

[iv)

(V)

being ultimately responsible for preparing financial accounts and
discussing the performance, financial conditions and prospects of
the Company in a balanced, clear and comprehensible manner.
These responsibiliies are applicable to quarterly, interim and annual
reports of the Company, other price sensitive announcements
published according to the GEM Listing Rules and disclosure of
other financial information, reports submitted to regulatory bodies
and information disclosable under statutory requirements; and
regularly reviewing its own functions and the powers conferred upon
Executive Directors fo ensure appropriate arrangements are in

place.

Whilst Executive Directors, who oversee the overall business of the
Company, are responsible for the daily operations of the Company,
the Board is responsible for affairs involving the overall policies,
finance and shareholders of the Company, namely financial
statements, dividend policy, significant changes fo accounting
policies, annual operating budgets, material contracts, major
financing arrangements, principal invesiment and risk management

sfrategy.

The management is well informed of its powers and duties with
clear guidelines and insfructions, in particular regarding situations
under which reporting fo the Board is necessary and matters that
require the approval of the Board before any decisions or

commitments can be made on behalf of the Company.
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Thiz Technology Group Limited BRI EER AR

BOARD OF DIRECTORS (continued) ETET (&)
The primary functions of the Board include: (confinued) EESZIERERE : (B

(vi)  The full Board meets af least four times a year, at approximately — [vi) ZBEFEEFZEDRITIUR (ROTE—

quarterly intervals, to review the financial performance, results of ) EEEE  RETIMBRE - S5
each period, material investments and other matters of the Group Bz¥E BEARENFTEEFER
that require the resolution of the Board. Simultaneous conference call BLAKEEMEER - AEMNEEE
may be used to improve aftfendance when Individual Director ERFHFE SR QIS RANRE
cannot attend the meefing in person. Opinions of the Independent FEREURSHEEX - MBZIFNTT
Non-executive Directors are actively sought by the Company if they EEZTRBFEFEEHS  AQFgR
are unable to aftend the meeting in person. BEREER -

During the year ended 31 March 2006, the Board held six full board  REBZEZZZTRF=-A=1+—HIFE &

i <
meetings. The aftendance record of each member of the Board is set out %@%ﬁ/_\’ﬂ E‘m FEEE EFER
D=

below:

Attendance HEE
Executive Directors BITESE
M. Lin Chien Hsin (Chairman) 6/6  MEFTE (EE) 6/6
Mr. Wong Hoi Wong (CEQ) 6/6  FERKE (FTHAES) 6/6
M. Yuan Luke Tsu 474 REFEEE 4/4
Ms. Wanzi Huang 2/2 ‘EHHEL 2/2
Non-executive Directors FRITEE
Ms. Hsieh Yi Chen 4/4  HEZELZL 4/4
Ms. Wu Chiao Ru 4/4  WIgIZL 4/4
Independent Non-executive Directors WIFHITES
Ms. Li Zhe 6/6 BELL 6/6
Mr. Chu Wei Jen 6/6  KREELAE 6/6
Mr. Chu Meng Chi N/A  REHEE i A
Mr. Ko Ming Tung, Edward 5/5 @ARELE 5/5

All directors attended all board meetings during their terms of appointment i+~ 2BEEFE RERFEZTHANZEES

the year. The number of total meetings of each director shown above &&%# - SEF LR SR LEBETHNES
indicates the number of meetings held during their terms of appointment and 2 ZEMRFTRIT 2 2FHE - WEEAR
fake into account the effect of resignation or appointment during the year. FRNBRESEEZTE -
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Thiz Technology Group Limited

(O

CORPORATE GOVERNANCE PRACTICES

The Group has adopted a set of Code on Corporate Governance
["Company Code") which sefs out the corporate standards and practices
used by the Group fo direct and manage its business affairs. It is prepared
by referencing to the principles, code provisions and recommended best
practices sef out in the Code on Corporate Governance Practices ("GEM
Code") confained in Appendix 15 of the GEM Llisting Rules, which came
info effect on 1st January 2005. The Board will continue to monitor and
revise the Company Code and assess the effectiveness of our corporate
governance practices in tandem with changes in the environment and
requirements under the GEM Code, to ensure the Company Code s in

line with the expectations and inferests of shareholders and comply with

the GEM Code.

Subject to the deviations as disclosed hereof, the Company has complied

with all the GEM Code during the period under review.

Under provision B.1.1 of the GEM Code, a listed issuer should establish a
remuneration committee with specific writien terms of reference which deal
clearly with its authorities and duties. It was not unfil March 2006 that the

Company esfablished a remuneration committee as required under

provision B.1.1 of the GEM Code.

BRI E AR AR

ERELEE
AEBEERA—ECEERTR (AT
A1) - EINAREEEB T AMERE R
B PTER A 2 RESTRIRER - AR TAITIZ
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Thiz Technology Group Limited BRI EER AR

REMUNERATION OF DIRECTORS ESCHH

The remuneration committee was established in March 2006. The HMZEEGR T F=AKIL - ZE®
chairman of the committee is Mr. Chu Wei Jen, an Independent Non- & ABMIERMITE BRI LAE - MEM
executive Director, and other members include Ms. Li Zhe being MREBEREZ T ABIIENTEERAE
Independent Non-executive Directors and Mr. Ho Yee Kee as an qualified — #5E4ERE B8 ETAD

accountant.

During the pericd, the remuneration committee of the Company convened ~ BAA » RARI 2 HMEE G BHMAEE
fwo meetings, in which duties of the remuneration committee were identified, & FHERHFMEE S 2BE - WiiwmBE
all matters concerning the determination of remuneration of the Directors and =~ BAEEZEE R SR EEEH 2 F18 - It
senior management were discussed. In addition, the remuneration policies %I * HFIMEB G — P REHANEE RS
and incentive mechanism applicable fo the Directors and senior management AR E 32 [E 2 H BB K S@IHHI - DA A&
and the overall remuneration system of the Group were further refined and Bl Z BEFHMHIE - WHZE SR LMES
reasonable recommendations were made fo the Board in the meetings. The ~ &1EHAEER - AARIZHHEESEZE
remuneration committee of the Company has considered and reviewed the B RBEBHNITER 2R BERBE DIERRE
existing terms of employment contracts of the Executive Directors and S IFEITE S 2 ZT1F K ©

appointment lefters of the Independent Non-executive Directors.

NOMINATION OF DIRECTORS EScRA
The Board is responsible for considering the suitability of a candidate to act ZEEEBEBRZERBREAZABEMN - UK
as a director and approving and terminating the appointment of a director.  #LE MR IFEE 2 B - ARG REARIT K

The Company has not sef up any nomination committee in the period. BOIEREERES °

The Chairman is mainly responsible for identifying suitable candidates for ~ EFE BB ER A =k A N B IIZEINE
members of the Board when there is a vacancy or an additional director is ~ BRYEEBEZEESHEEEA - EFEH
considered necessary. The Chairman will propose the appointment of such  EBFRZFEEAZET - UEEZSTAK
Ea MEBREREXEREMEARE
member of the Board will review the qualifications of the relevant  AZERE  REEEAR - KBEESRAER
candidates for defermining the suitability fo the Group on the basis of his ~ TEAAER - ZEEE 2 RENBKLES
qualifications, experience and background. The decision of appointing a &8k B —E L RS -

o

candidates to each member of the Board for consideration and each

\

director must be approved unanimously by the members of the Board.
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Thiz Technology Group Limited

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for the preparation of the
financial statements of the Group and ensure that the financial statements
are in accordance with statufory requirements and applicable accounting
standards. The Directors also ensure the timely publication of the financial

stafements of the Group.

The statements of the external auditors of the Company, Horwath Hong
Kong CPA Limited, about their reporting responsibilities on the financial
statements of the Group s sef out in the Report of the Auditors on pages

47 1o 48 of this annual report.

AUDIT COMMITTEE

[a)  The Audit Committee of the Company was established in August
2001 and currently comprises three Independent Non-executive
Directors, namely Ms. Li Zhe, Mr. Chu Meng Chi and Mr. Chu Wei
Jen. The Audit Commitiee possesses a wealth of experience and
expertise including accounting profession, and regulatory experience

both in Hong Kong, Taiwan and the Mainland.

Mr. Ko Ming Tung, Edward has resigned as a member of the Audit
Committee upon his resignation as an Independent Non-executive
Director on 2 May 2006 and Mr. Chu Meng Chi was appointed
as the Company's new Independent Non-executive Director at the

same fime.

[b)  During the year, the Board reviewed the terms of reference of the
Audit Committee and has made relevant amendments to
accommodate the requirements of the GEM Code, where

appropriate.
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Thiz Technology Group Limited BRI EER AR

AUDIT COMMITTEE (confinued) ERERE (©)

(c)  The primary function of the Audit Committee is to review and [c] BERZEEFEZEREARTHIREE
supervise the Group’s financial reporting system, internal control NAAHBEREBR - AAEERER
procedures and fo maintain good and independent communications W BAR R RE IR E RAZBE R REF
with the management as well as auditors of the Company. NIBL 2 B e

[d)  In discharging its responsibility, the Audit Commitiee has performed  (d)  REITEBER @ L8 80 #1T

the following work: B TE

(i) reviewed the draft annual and quarterly financial statements i) BEFAZFENTEMERE
and draft results announcements during the year; ERREEDMER

i) reviewed, in conjunction with the auditors, the development of li) A ERENEE 2T ER 2 BRI
accounting standards and assessed their potential impacts on FHEER MR EE M BRE 2B
the Group's financial statements; ERE

[i)  made recommendation with respect to the change of the lii) MEABBRZEEMELER -

auditors during the year.

—

le]  The Audit Committee met four times during the year fo review the (o] BRZEEB@RFRRITNAEHE @ &
results of the Group. BENSEES
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S

AUDITORS

[a)  Messrs. PKF ["PKF"), who were the auditors of the Company for the
year ended 31 March 2005, resigned on 24 March 2006 as the
Company and PKF could not reach a consensus on the audit fees
for the year ended 31 March 2006. Both PKF and the Board
confirmed that there was no disagreement between the Group and
PKF. Messrs. Horwath Hong Kong CPA Limited were appointed as
the auditors of the Company fo fill the casual vacancy pursuant fo @

resolution passed af the special general meefing held on 13 April

2006.

[b)  During the year ended 31 March 2006, audit fees and non-audit
service fees payable to the auditors amounted to HK$250,000
(2005: HK$252,000) and HK$35,000 (2005: HK$9,000)

respectively.

INTERNAL CONTROL

The Company has conducted a review of ifs system of infernal control
periodically to ensure it is effective and adequate. The Company
convened meetings periodically to discuss financial, operational and risk

management confrol.

BRI E AR AR

% B ED

(o) ARABE_TZEAF=A=1+—H
I EFEZ B R B RE A=A
ERZZZRF=ZA-TMABE -
HRARBERBRE AN ESTE
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BITZBRFRIREG LATBBZRE
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RNERZERED - A ERR 22 R o
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Thiz Technology Group Limited

Yo2d)

The directors submit their report together with the audited financial

stafements for the year ended 31 March 2006.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding. The activifies

of the subsidiaries are set out in note 14 to the financial statements.

SEGMENT INFORMATION
An analysis of the Group's performance for the year by business and

geographical segments is set out in note 5 to the financial statements.

RESULTS
The loss of the Group for the year ended 31 March 2006 and the state
of affairs of the Company and of the Group at that date are set out on

pages 49 fo 145.

The directors do not recommend the payment of a dividend.

RESERVES
Movements in the reserves of the Group and the Company during the
year are sef ouf in the consolidated statement of changes in equity on

page 55 and in nofe 25 to the financial statements, respectively.

FIXED ASSETS
Movements in fixed assefs during the year are set ouf in note 13 to the

financial statements.

SHARE CAPITAL
Details of movements in share capital during the year are sef out in note

23 1o the financial statements.

BRI R E AR AT

EXEREEREERBE_TTREF=A=
TR FEZREZWHEERE

FERY
ARAZEBEBR/IREER - HBARZ
EBERPFRKMEE14

S BEH
AEEREEIRER LR D #E D2
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AEBBE_TERFA=t—HILFE
ZEBREARB RAEENZ B ZARREHR
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(O

PRE-EMPTIVE RIGHTS 12 5c B B 4

There are no provisions for the pre-emptive rights under the Company's ~ ANA R Z A R EFRZ Ak H S B S %0
Articles of Association, or the laws of the Cayman Islands, which would I #E & B B E AR BB L HIRR B R
oblige the Company to offer new shares on a pro-rata basis fo existing i 2B EXARD 2 BB -

shareholders.

FIVE YEAR FINANCIAL SUMMARY IEMBHE

A summary of the results and of the assets and liabilities of the Group for ~ ANEEBREREMBFE s XEREERE
the last five financial years is set out on page 146 to page 148. B EHNEI40EEF148H -
PURCHASE, SALE OR REDEMPTION OF LISTED EESRELTEHF

SECURITIES

The Company has not redeemed any of its shares during the year. Neither 24X B1FA G P 42 i [0 T A% 15  ANAF)
the Company nor any of its subsidiaries has purchased or sold any of the — SKEAF(AIHIE R AR FABEBEARNRAME
Company's listed securities during the year. fa] LTS °

DIRECTORS =

The Directors during the year were:— FRZESFNT :

Executive Directors: HITES !

M- Lin Chien Hsin WEHEE

Mr. Wong Hoi Wong FSlEEE

Ms. Wanzi Huang (resigned on 30 September 2005) BPERT (RZZZRFNAA=THEHD
Mr. Yuan Luke Tsu (appointed on 1 October 2005) =ATEE (R-TTRETA-HEZE)
Non-executive Directors: FHTES:

Ms. Hsieh Yi Chen (appointed on 1 October 2005) #AEEZT (RZTTRF+A-BEZD
Ms. Wu Chiao Ru (appointed on 1 October 2005) Bzt (R-ZZZRF+A—-BEZD
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Yo2d)

DIRECTORS (continued)
Independent Non-executive Directors:
Ms. Li Zhe

Mr. Ko Ming Tung, Edward
Mr. Chu Wei Jen

Mr. Chu Meng Chi

[resigned on 2 May 2006)

[appointed on 2 May 2006)

In accordance with arficle 116 of the Company’s articles of association,
Mr. Wong Hoi Wong shall refire from the board by rotation and, being

eligible, offer himself for re-election.

Ms. Hsieh Yi Chen and Ms. Wu Chiao Ru, both Non-executive Directors,
were both appointed for a ferm expiring on the closing of the forthcoming
Annual General Meeting of the Company. Ms. Li Zhe and Mr. Chu Wei
Jen, both Independent Non-executive Directors, were not appointed for @
specific term as they are subject to refirement and re-election at the
Company's Annual General Meeting in accordance with the Company’s

Avrticles of Association.

Mr. Chu Meng Chi, an Independent Non-executive Director, was
appointed on 2 May 2006 by the Board pursuant to Article 99 of the
Compoany's Arficles of Association and accordingly shall hold office until
the forthcoming Annual General Meeting of the Company. He shall retire
and being eligible, offer himself for re-election at the forthcoming Annual

Ceneral Meeting.

BRI R E AR AT

BEE (5

BUFHTES:

RELL

BHREE (R-TTAFRA-ARMD
REBERE

AaBEE R-FTRFRA-REERMD)

REBARBZ ABMEBERAAE 1665
FTIERERGFEERES  HEEMIALM
BREE -

FRTEFWEREL T RERTIMA L 2 (]
BRARR TERRBFASEREEW -
BYIFRTEERE L L IRBER AL &
RETH  EARBARARZ ARMMER
AANAABERBFASER -
£

BYFATEERAEALEREZTEN T
ERFAA-BRBEARR ZAMERAN
FOMGE(E - At HEHRBEEARRF TE
BRBFEARE - FHNTERRBFAS L
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS
No director has a service contract with the Company which is not
deferminable by the Company within one year without payment of

compensation, other than statutory compensation.

Each of the Independent Non-executive Direcfors has confirmed his/her
independence to the Company pursuant fo Rule 5.09 of the Rules
Goveming the Listing of Securifies on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited (the "GEM”| [the "GEM Listing
Rules”) for the year ended 31 March 2006 and the Company considers

the independent non-executive directors to be independent.

DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the fransactions as disclosed in note 32 to the financial
statements, no other contracts of significance to which the Company or
any of its subsidiaries was a party and in which a director of the
Company had a material inferest subsisted at the end of the year or at any

time during the year.

SHARE OPTION SCHEME

Pursuant to ordinary resolutions passed on 5 August 2004, the share
option scheme adopted on 6 July 2001 (the "Old Scheme”] was
terminated with immediate effect provided that options which have been
granted under the Old Scheme and remain outstanding shall continue fo
be exercisable in accordance with their terms of issue and the provisions
of Chapter 23 of GEM Listing Rules. The Company has adopted a new
share option scheme (the “New Scheme”) pursuant fo a resolution passed

on the same date.

Details of the New Scheme are set out in note 24 to the financial

statements. No share option was granted under the New Scheme.

BRI E AR AR

ESREFEZEBBESN
EFVEEARDRTBTAARRMEER
BIEHE OXEMERIN BER TR —F
ML Z IRIBEH

BEFMITEFERETEBRERIMAE
RARBIFR ([8IZ4R]) Far LR A (T8]
FR_EMARAN) F5.00MKMA R RIHEREE
RBE-_ZTREF=A=1+—HILFEZS
M MARRRRBELIFNTEEER
B -

EERACHERG

BREATS MR M 2ATIE 2 X BN - RFIR
HFREEERE - HECAHARFHEE
B ARRI AR RRESHEETHEE
Az HMERGH

MR iERt®

RER _ZZMFN\ARTRBBZ T@RE
& R-TTFEANARAZ B
2 ([E5181)) SRENESAR I - D IRIBER
SR HVB RRTTE 2 BRI R AT AR IR 31T 5
RRAIER ETRAFE 23T 2 (G XAHETT
& - RABERENF BB RZERFN
RT3 ([FatEl)) -
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Thiz Technology Group Limited BRI EER AR

Yo2d)

SHARE OPTION SCHEME (continued) MR EE R ()
A summary of the movements of the outstanding share options granted — FRARIFEST BB L 2 R TR (RT 42

under the Old Scheme during the year, which continue to be exercisable, — #&77{) Z Ehitulian T

is as follows:—
Number of share options
RRENE
Adjustment
for share
Ouistanding  consolidation Lapsed  Outstanding Exercise
Name of as at as at during as at price Exercise
director 1.4.2005 3.10.2005 the year 31.3.2006 Date of grant  per share period
RISBLE  WOBBIE RIBENE
mA-B tAZRZKR ZR=+-H B
EEft® RRTE  SHEHAR FREXN RRITHE BHAM fTER fTEH
HK$
BT
[Note 2) Note 2) [Note 1)
(Hist2) (Hiit2) (Hist1)
Mr. Wong Hoi Wong 1,942,105 (1,747 ,894] - 194211 21 November 2.66 30 June 2002
-l ke 2001 0 29 June 2012
“TFF e
+—A=+-H ~A=THE
2
~AZTAA
Ms. Wanzi Huong 10,586,843 - (19,586,843) - - - -
EPANT 21,528,948 (1,747,894 (19,586,843] 194211

[ N NojcRoNoN N N N NoNojoNoN N N N NoNoNoNoN N N N NONONONON N N N NoNooNoN N N N NoNoNoNoN N N N NONONONON N N N J 3Q



Thiz Technology Group Limited

SHARE OPTION SCHEME (continued)

Notes:

1. The share options are fully vested on 30 June 2002.

2. The exercise price and the outstanding number of options have been

adjusted for the share consolidation of the Company’s shares on 3 Ocfober

2005.

3. The consideration of the grant of an option is HK$ 1 each payable by the

grantee.

At 31 March 20006, the number of shares to be issued under share
options granted under the Old Scheme was 194,211, representing

0.06% of the issued share capital of the Company.

Other than the lapse of share options held by Ms. Wanzi Huang as a
result of her resignation, no share option was granted and lapsed during

the year under the Old Scheme and New Scheme.

BRI E AR AR

MEER (5
BfaE

1. BRER-ZT-_FA=tH25EL -

2. EREZITRERRTERELEZZEER
ARER—FTRF+A=RETRNZK
NEFFMIELFEE -

3. EHEREZRESRETHERAR
fit o

R-ZZERFZA=1t—H  REEFIE
2 B THITIROEE /194,211
B (AR A R #ITARAR0.06% ©

BRI L BT RS E 2 TR
SRR+ F AT B R AH B2 08
BRI 5 2
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Yo2d)

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN EFRIETHRARRTLAFES
SECURITIES OF THE COMPANY S

As at 31 March 2006, the interests or short positions of the directors and =~ RZTZEXF=ZA=+—H ' FEERTE
chief executives in the shares, underlying shares or debentures of the — FTERA BRANA RIS EEMAEEEE (EER
Company or any of ifs associated corporations [within the meaning of Part BB EBIES7 1 EEH REAEHAI ([FEH R
XV of the Securities and Futures Ordinance ("SFO”), Chapter 571 under  BAE1&HI]) XV #8) 2 & (7 - 1BRARR D (&
the Laws of Hong Kong), which were nofified o the Company and The — #3F B HAIRIEZEH KB KFIEXVIBES
Stock Exchange of Hong Kong Limited [the “Stock Exchange”) pursuantto - R8AEHEME AR AT REBME R HE
Divisions 7 and 8 of Part XV of the SFO (including interests or short  PRAE] ([BEZZFT)) 2 2R (RIEREE
positions which they have taken or deemed to have taken under such % & BREE 1645175 R 1 SC 1R 45 & VR SR A
provisions of the SFO), or which were required, pursuant fo Section 352  Bz#=EA) « SRIEEHF RS KGIE
of the SFO, to be enfered in the register referred fo therein, or which were  352&ZBZ R RZIES ATl 2 & Fo it 2 #E 2
required, pursuant to Rule 5.61 of the GEM Listing Rules, fo be nofified o~ S8 - SURIRAIZEIR ETHRRAIES 61 A
the Company and the Stock Exchange, were as follows: — HMEARB KRz s EmRT
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Thiz Technology Group Limited BRI EER AR

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN EFRIETHRARRXTLAFES
SECURITIES OF THE COMPANY (continued) ziEga (&)
(a) Long positions in ordinary shares and underlying shares of the (a) ZAATEEBEREEBROZRR

Company
Type of interests and Percentage
number of shares held Number of the
RESFRREREEE of share Company’s
Personal Other options issued share
Name of director interest interest held Total capital
HFELH
FRi¥s ERTERF
EEns EAED Hfttig o FRiESE st Bl
(Note)
(Hfat)
Mr. Lin Chien Hsin 52,950,000 - - 52,950,000 17.29%
MEHT &
Mr. Wong Hoi Wong - 44,970,000 194,211 45,164,211 14.75%
["Mr. Albert Wong")
FlEEE ([E5EED
Note: These shares are registered in the name of Eaglemax International — Hfat : &4t T LAEaglemax International Invest-
Investment Limited ["EllL"), a company owned by Intelligent Management ment Limited ([EIIL)) 2 BEELHEF - ZQ
Limited ("IML") as the trustee of Infelligent Management Discrefionary Trust, a Al Intelligent Management Limited ([IML)
family discretionary trust, the objects of which include Mr. Wong Hoi AR i 2 #1{5 5TIntelligent Management
Wong, his family and any charity in the world. As at 31 March 2006, Mr. Discretionary Trust 2 ZFEA B NHE © #
Wong Hoi Wong held the enfire issued share capifal of IML. By viriue of BN A DIE T YR R H B
SFO, M. Wong Hoi Wong has an inierest of such shares. REBIAZEEE - R-TTAFZ A

=8 FRAERAMENEE
TR (RIS RG] - T
RS 2 -
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Thiz Technology Group Limited

Yo2d)

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 31 March 2006, the following persons [not being the directors and
chief executives of the Company| had inferesfs or short positions in the
shares, underlying shares or debentures of the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which were

recorded in the register required fo be kept under Section 336 of the SFO

as follows: —

Ordinary
Name of shareholders shares
BREE HER
Eaglemax International Investment Limited (Nofe 1) 44,970,000
Eaglemax International Investment Limited (A1)
United Fu Shen Chen Technology Corporation (Nofe 2] 32,434,000
RERBEBRAT (Hi2)
Richagain International Limited 6,658,000

Maxbase Holdings Limited -
Extra Bright Trading Limited -
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FERRZES

s

Preference

shares

Bk

32,307,692
111,500,000
$5,000,000

Percentage
of holding of
the ordinary

shares
P i B
BAL

14.7%

10.6%

2.2%

R-ZBTF=ZA=1T—R  #EEAEHFLIH
BIRPIEXVERFE2 K37 BB IECIR T aEH M
HIE 15 PIE 33O TE AT B 2 B el ATRe
2 NAERD - AHRER B SR Z HEamEK
HREZALGEARREERTIETHRAR)

Percentage

of holding of
the preference
shares

PR e
BaL

33.0%
32.8%
27 .9%



Thiz Technology Group Limited

SUBSTANTIAL SHAREHOLDERS’ INTERESTS (confinued)

Note 1: These 44,970,000 ordinary shares are registered in the name of

Eaglemax International Investment Limited, a company wholly owned by
Infelligent Management Limited as the frustee of Intelligent Management
Discretionary Trust, a family discretionary trust, the objects of which
include M. Albert Wong and his family and any charity in the world. As
at 31 March 2006, Mr. Albert Wong held the entire issued share
capital of Intelligent Management Limited. By virtue of the SFO, Mr.
Albert Wong is deemed to have interest in such shares. The shares held
in the name of Eaglemax International Investment Limited are duplication

of the shares held by the director, Mr. Albert VWong.

Note 2: Formerly known as Applied Component Technology Corporation.

Save as disclosed above, as at 31 March 2006, there was no person
[not being the directors and chief executives of the Company) who had
any interests or short positions in the shares, underlying shares and
debentures of the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required fo be

kept under Section 3306 of the SFO.

MANAGEMENT SHAREHOLDERS’ INTERESTS

Save as disclosed under the sections headed "Directors’ and Chief
Executives' Interests in Securities of the Company” and “Substantial
Shareholders' Inferests” above, as at 31 March 2006, no other person
was individually and/or collectively entifled to exercise or control the
exercise of 5% or more of the voting power af general meetings of the
Company and was able, as a practical matter, to direct or influence the

management of the Company.

BRI E AR AR

TERRZER (&)

Bz - Eilid4,970,0008% 3 E A% AEaglemax
Internafional Investment Limited 4 2 5 %
& © Eaglemax International Investment Lim-
ited J3Intelligent Management Limited (£
—IAK k2 #{F7EIneligent Management
Discrefionary TrustZ ZFEA) 2 &R 2
RAE - ZEEAZBABRERERA
FERAREREMESZEE R -2F
NEZA=+—R EEEHREIEl-
gent Management Limited 2802 247 %
o RIBEFS MRS - ERERR
RIS EZER 2 #E% o PAEaglemax In-
ternational Investment Limited & Z #5782
BRI EEET KPR ZRMNER -

MeE2 - AR R BR AR -
B EXHEEIN  R_ETRF=A=+—

B BIEEMUALCGEARAREERETETH
AB) BEAEZ B GIIFEXNVEFE 2235
BRIRSCIR T E 7 R B IR DI F 33615 E
AREZERMARERZ AN RE IR - 18
B REFZ mRER

TERREZHER
BREXTEZERIBTRAEBRARFESRZ
e | N [E B 2 s | MERPTIREEESD -
REIZTERFZA=1T—0  SiEEMAL
BREERI . SHARRAAREARRAE
TS BHA L2 REERER LA AR
AEEEHIETREETES -
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Thiz Technology Group Limited BRI EER AR

Yo2d)

MAJOR CUSTOMERS AND SUPPLIERS FEERRMERD

During the year, the purchases from the five largest suppliers of the Group R + AN E R A ERFTIERBIEANE
accounted for approximately 45.2% of the total purchases of the Group ~ BIIRFEABRBLIAS5.2% » MR A S ERFT{E
and the purchases from the largest supplier included therein accounted for  FREERIMEAI15.4% o

approximately 15.4%.

The sales to the five largest customers of the Group accounted for AREBRAAEFMHELFEHER
approximately 44.0% of the total sales for the year and the sales to the  B8#144 .0% - M AR F KIHE BG4

largest customer included therein accounted for approximately 32.2%. 32.2%

None of the directors, their respective associates and shareholders of the — HEEEFTAN - AR AR E BITIRASHEA L
Company [which to the knowledge of the directors own more than 5% of 2 E%H - HEFTH 2 MBA T RARFIR
the issued share capital of the Company) had any interest in any of the B + RFERBEEREBERAATS Rt

five largest customers and suppliers of the Group for the year. FER T AR

CONNECTED TRANSACTIONS REXH

Details of connected transactions under the GEM Llisting Rules during the  FREITZ BIZEIR ETHARRIFTILRER 55
year are set out in note 32 to the financial statements. BN BBRKRMEI2 -

COMPETING INTERESTS HEEDR

None of the directors, the substantial shareholders or the management  BHEM(AIES - TERRREEERR (E&
shareholders (as defined in the GEM Listing Rules) had any interests in any  REIZEAR_ETTHR A FE (R AL @A B F sk

business which competed with or might compete with the business of AR IR BT 2 E R A (R hes -
the Group.

COMPLIANCE WITH RULES 5.34 TO 5.45 OF THE BFERRLHRAES34
GEM LISTING RULES 5.45 &

The Company has complied with Rules 5.34 to 5.45 of the GEM listing ~ ARBIREZZTTNF=A=+—HLF
Rules concerning board practices and procedures during the year ended  ER—EEBSFAIER EMARANES 34 =
31 March 2006. SAS FRBERERHRIEEREF M
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Thiz Technology Group Limited

AUDIT COMMITTEE

The Company established an Audit Committee in August 2001 with
written ferms of reference in compliance with Rules 5.29 to 5.32 of the
GEM Listing Rules. The duties of the Audit Committee are fo review and fo
provide supervision over the financial reporting process and infernal
confrol system of the Group. The Audit Committee comprises three
Independent Non-executive Directors, namely Ms. Li Zhe, Mr. Chu Meng
Chi and Mr. Chu Wei Jen.

During the year, the Audit Committee has met four times to review the

results of the Group.

AUDITORS

On 13 April 2006, Messrs. Horwath Hong Kong CPA Llimited were
appointed as auditors of the Company for the year ended 31 March
2006 fo fill the casual vacancy caused by the resignation of Messrs. PKF.

There has been no other change of auditors in the past years.

Messrs. Horwath Hong Kong CPA Limited refire and, being eligible, offer
themselves for re-appointment. A resolution will be submitted 1o the Annual
General Meeting of the Company to re-appoint Messrs. Horwath Hong

Kong CPA limited as auditors of the Company.

By Order of the Board

Lin Chien Hsin

Chairman

Hong Kong, 28 June 2006

BRI E AR AR

— _‘--‘:.H.,‘Tr

EREAT
ARBR-TZ—F\AREBEIZER TR
AISE5.29E5 32FM I BEREZER - WEE
FIAHBRERE - ERLZE G BEREE
§ N BL i AN SR B 2 B 7 FR ER AR Fr I N R B
HE  BREEEH=_RBUIFNTERR
Bt  REEFEERRBELREARK

EZZEENFANARBINRE - UEH
AEB 2% -

% B ED

R-ZERFOA+T=0 - EESHER
ERERARRBE_TETRF=A=1
—HIEFEZZEE - DR RS RS
EHMBEZEREER - AABRBEFE
W A H AL BN E) -

SEEGFTENEFATERER - A BB
FREEISEE - AARKRERBFAS L
REREER  EREESTMEHEARAR
AZBIED ©

EEEEW

WEH
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Thiz Technology Group Limited

(E540)

Horwath

TO THE SHAREHOLDERS OF

THIZ TECHNOLOGY GROUP LIMITED

(M HEAEERRLE)

(Incorporated in the Cayman Islands with limited liability)

We have audited the financial stafements on pages 49 to 145 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
statfements 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 statements and to report our opinion solely fo you, as a body,
and for no other purpose. VWe do not assume responsibility towards or

accept liability to any other person for the contents of this report.

BRI R E AR AT

HORWATH HONG KONG CPA LIMITED
Cerlified Public Accountants

A member of Horwath International

2001 Central Plaza

18 Harbour Road

Wanchai Hong Kong

Telephone : (852) 2526 2191

Facsimile : (852) 2810 0502
horwath@horwath.com.hk
www.horwath.com.hk

EEARHAER AR
HESED

FEIEIE 185
FIRES2001 =

EEE 1 (852) 2526 2191
{55 : (852) 2810 0502
horwath@horwath.com.hk
www.horwath.com.hk

BEEHRRKREFRAR
2ERE
(RIS FHSEMA L2 BRAA])

AIZBEN D TR B FA9E 145 B 2 58K
= ZERATEBEEEEERNZETR
AR -

EERRUMEEZRE

BERREFRERBEAERA T ZHMBR
- EREZFEERA T M BREE
EXWARMEEZEEE  YAERE
RZEGTHER -

AzHi s EERREBRR AR HZE
BRIELBYER » WEREZBRERRS
BRILIASN - RAZERED 2 3 & T A /EE (b
o NEZBEVE AR AREZ AR - HHEM
Hibh AL B SR EERELE
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Thiz Technology Group Limited

BASIS OF OPINION

We conducted our audif 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 judgments made by the
directors in the preparation of the financial statfements, and of whether the
accounting policies are appropriate fo the circumstances of the Company

and the Group, consistently applied and adequately disclosed.

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

a reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a frue and fair view of the sfate
of affairs of the Company and of the Group as at 31 March 2006 and
of the loss and cash flows of the Group for the year then ended and have
been properly prepared in accordance with the disclosure requirements of

the Hong Kong Companies Ordinance.

HORWATH HONG KONG CPA LIMITED

Certified Public Accountants

28 June 2006
Li Pak Ki
Practising Certificate number PO1330

BRI E AR AR

BRzER
AZHBEDRREB AR EN 2B
ZEERETEZTIE - EXEESENH
B AERANBEREAEBEINESR
BRZER  NEETEESNREEM R
REFTEZ ERMGEH MG - FIRAZ 85

HFERTES BATE EEEAEE
R REERMER R EERS S

o

>3+§

Az BN R B FETRZ TIER - 1HIAMR
BRERNZBIRALHE BN REERE
% UEESREDER  BHUBHRRESHF
BEAHERBM - EHABZHEE - EFH
BRE - A EEMERRAEE
RAERE LRER - AMBEMRERMZ
BEZTHCR NI RRHAEER -

ER
AR AN AR UAERATHE
EEEN - FEAF=A=

R BARH
+
=]

T HEERZPBHERR &k EKEEE
ZALFEZEBRIASRE  WIEREE

RAMEPIZ BB EZ BRE -

A E AR
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% BB HEPO1330
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Thiz Technology Group Limited BRI SR E AR AR

For the year ended 31 March 2006 HE_ZTZERF=ZA=1+—HILFE

2005
—TTRHF
(Restated)
(F&E5)
Note HK$'000
Ff 2 FATT
Turnover BEEW 4 18,333
Cost of sales SHERE (10,630)
Gross profit EH 7,703
Other revenue Hfttgg A 4 434
Impairment loss for RIMIERKEBR
bad and doubtful debts (1,757)
Selling and distribution HERSHER
expenses (5,052)
General and administrative —BRITHER
expenses (17,655)
Loss from operation BEEGR (16,327)
Finance costs MERE (883)
Loss before taxation BRIRBIE IR 6 (17,210)
Taxation R\ Qla) (6,172)
Loss for the year EEEEHIE (23,382)
Attributable to: BUTFRES -
Equity holders of the Company ARABERFFE A (23,152)
Minority interests LEBRRER (230)
(23,382)
Dividend i3 11 -
Loss per share - Basic (in cents) SEREHE - &% (fll) 12 (©.9)
The notes on pages 56 to 145 form part of these financial statements. FEN B 56HEE 1458 2 MBI 875
R 2 HBRKED ©
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Thiz Technology Group Limited BRI EER AR

As at 31 March 2006 R-ZEEXF=ZA=+—H

2005
—TTRF
(Restated)
(&= 5)
Note HK$'000
B & FAT
ASSETS AND LIABILITIES BERAR
Non-current assets FERENEE
Fixed assets Bl EEE 13 2,193
Product development cosfs 7 an R 3 AR R 15 13,915
16,108
Current assets mEEE
Inventories FE 17 2,529
Trade receivables JE Yo BR 18 18 33,321
Other receivables, deposits and Hit W HIE BER
prepayments TE{S FRIR 4,249
Cash and bank balances ReRBITET 19 3,657
43,756
Current liabilities &R
Trade payables JE& - BR IR 20 2,064
Other payables, accruals and HAth eI FRIR - ST
deposits received RIENE WS 6,542
Amounts due to directors JENEERIE 21 6,652
Amount due to a spouse of a director JENEE BB RIE 22 4,998
Convertible notes Al # % E 1% 27 3,862
Tax payable & 4 758 18 6,184
30,302
Net current assets mEDEERE 13,454
Total assets less current HEERRDAR
liabilities 29 562

50 (N N N NonoNoNoN N N N NONoNONON N N N NONONONON N N N NONCONoNON N N N NoNoNONON N N N NONONONON N N N NONORONON N J



Thiz Technology Group Limited BRI EER AR

As at 31 March 2006 R-ZEERE=ZA=+—H

2005
—EEREF
(Restated)
(Fg&E75))
Note HK$'000
B 7 FAET
Capital and reserves B% & R G i
Share capital P& AR 23 30,617
Reserves ER 25 (14,584)
Equity atiributable to equity holders of RAGEREFAA
the Company JE 16 R 42 16,033
Minority interest D BRI 147
Total equity - Fay ok 16,180
Non-current liabilities FRBDAR
Deferred tax EE R IR Qlb) -
Proceeds of convertible preference 17 Al W ER 2 AT #60 AR A8 e AR
shares received in advance Fr 13 338 26 4,200
Convertible notes ] AR = 4R 27 9,182
Convertible preference shares A] #2 {% 18 ST iR 23(b) -
13,382
29 562

These financial statements were approved and authorised for issue by the  WWEMBEHREANR —FTAFNA-TN\BE

board of directors on 28 June 2006. EESIEREERT -
Lin Chien Hsin Wong Hoi Wong HEH EoliE
Director Director BF EF
The notes on pages 56 to 145 form part of these financial statements. HEHNESOBER 1458 2 M RULFT S

TR 2 HRER D
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BRI E AR AR

Thiz Technology Group Limited

A

As at 31 March 2006 R-ZEEXRE=ZRA=+—H

2005
—ETTRF
[Restated)
€:3=270))
Note HK$'000
B 5 FETT
ASSETS AND LIABILITIES BERAR
Non-current assets JEREEE
Fixed assets EEE 13 4
Interests in subsidiaries BT BT /B R ) 2 #E 2% 14 31,294
31,298
Current assets mEEE
Other receivables, deposits and HEMEWRIE  Eek
prepayments FE T FRIE 1,019
Cash and bank balances He MIRITHET 5
1,024
Current liabilities wE &R
Trade and other payables B 5 & H b e~ TR IR 759
Convertible notes AR E T 27 3,862
4,621
Net current assets/(liabilities) wEBEE (AR BE (3,597)
Total assets less current HEERRDAR
liabilities 27,701
Capital and reserves B& & R i fi
Share capital PR AR 23 30,617
Reserves @1 25 (16,298)
Shareholders’ funds ERE S 14,319
Non-current liabilities ERBAER
Proceeds of convertible preference T8 L2 AT #a % 48 58 AR
shares received in advance P18 5038 26 4,200
Convertible notes AR E g 27 9,182
Convertible preference shares A 2 {% 8 % I 23(b) -
13,382
27,701
These financial statements were approved and authorised for issue by the L EBIEHERNR —ZTTNF A - +/\BLE
board of directors on 28 June 2006. EEeHERERERTT -
Lin Chien Hsin Wong Hoi Wong HEH EEliE
Director Director = g
The notes on pages 56 to 145 form part of these financial statements. HHERESCEZE 1458 2 MRSV

R BB
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Thiz Technology Group Limited BRI SR E AR AR

For the year ended 31 March 2006 HE_ZTZERF=ZA=1+—HILFE

2005
—ZEZRF
[Restated)
(& 5E75)
HK$'000
TET
Cash flows from BEXBZ
operating activities BenE
loss before taxation B 50 Bl 5 48 (17,210)
Adjustment for: HE
Interest income MEBKA (5)
Interest expenses MEBEFX 883
Impairment loss for bad and RIZRRE
doubtful debts E518 1,757
Bad debts written off B RiEE R 66
Loss on disposal of fixed assets HEBEEERER 135
Depreciation e 456
Amortisation 5 1,306
Operating loss before working capital & iE & & & A1 2
changes LB (12,612)
Increase in inventories FEEM (1,884)
Decrease/(increase) in trade receivables & W BRIE & 4 (12 40) (252)
Increase in other receivables, HEMEWRIE  ZE Rk
deposits and prepayments Fa I N (1,331)
(Decrease)/increase in frade payables  FEATBRIE (Rl 4>) #& AN 1,500
Increase in other payables, accruals H At eI FRIA - ST
and deposits received IA K B Wk & 18 00 1,840
Effect on foreign exchange rate changes SIS [ R B &) 2 &2 & (228)
Cash used in operations REXBHMARS (12,967)
Interest received 2 WA 8 3
Inferest paid ERHE -
Tax paid BB -
Net cash outflow from BEXBZ
operating activities Henttea (12,962)
Cash flows from investing BREFEDZ
activities Beaneg
Payments fo acquire fixed assefs REBETEEZNRK (1,608)
Sales proceeds of fixed assets HERBEEEMSRE 57
Product development expenditure 3R X
incurred (8,979)
Net cash used in investing REEDMARSE
activities carried forward BPEESE (10,530)
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Thiz Technology Group Limited BRI EER AR

For the year ended 31 March 2006 HE—

BEAFZAST-ALEE
2005
—ZETRF
(Restated)
(&E75)
HK$'000
FHET
Net cash used in investing AAREFEFRA
activities brought forward REeESH (10,530)
Cash flows from financing MEFDZ
activities Beankg
Proceeds from issue of shares LTI D P15 3KIE 13,267
Share issue expenses P& 17 BT B X (796)
Proceeds of convertible preference T8 Y AT 2 i 48 58 X
shares received in advance P15 318 4,200
Proceeds from issue of convertible notes 8% 17 AT 3% f% 2= ¥ F 13 5018 -
Capifal contributions from a minority LEBRERLEE
shareholder 377
Advances from a direcfor and EEREREBZ
his spouse B 7,559
Repayment of advances from directors  EEEER —RE S
and a spouse of a director Z BB 2 B -
Proceeds from issue of convertible BT AR B TR
preference shares FiS 5RIE -
Payment for redemption of fE [o] 7] #2 iR SR 4B T K
convertible nofes -
Net cash from financing MEFDZ
activities REBH 24,607
Net increase in cash and BeRBe&SERE
cash equivalents BmeHE 1,115
Cash and cash equivalents at RUNA—HZRE&RA&
1 April SEHEE 2,542
Cash and cash equivalents at R=A=+—HZzHE&ER
31 March Re®EEAH 3,657
Cash and bank balance at R=ZA=+—HZH&ER
31 March BITREE 3,657
The notes on pages 56 to 145 form part of these financial statements. FIEN B 56 E RS | A5H 2 A S0

WRZAEKED ©
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Thiz Technology Group Limited BRI SR E AR AR

| -
For the year ended 31 March 2006 HE_ZZRF=ZA=+—RILFE
Atiributable
to equity
Capital Trans-  Accumu-  holders
Share  Share redemption  Capitll  Special lation lated ofthe  Minority
Copital ~premium  reserve  reserve  reserve  reserve  losses Company inferest Total
Bx LG b8

ks EHER WOER H486 HHEG ERRRE RHER SEABE  RRE2 &t

HKF000  HKF000  HKS000  HKF000  HK$000  HK$000  HKS000  HKS000  HKS000  HK§000
Ter  TEr  TEnr  TEr  TEr  TEr  TEr TR TET TR

[note 23]
IR
Bolance ot 1 Apil 2004 R-ZTMEMA-A
L
~as orginall siaed ~-FRE5 20411 22,006 84 = 360 15 (17447) 25429 = 25429
- cflects of changes inacconfing — ~ €5 HKEG 2
polices [nole 2] T2 (M2 = = = 1692 = = (179) 1513 = 1513

e -5 N4 2006 B X0 15 (760 2694 -9
Righisissue of shores HREE 10,206 3061 - - - - - 13,267 - 13,267
Shore ssue expenses RSB = [796) = = = = = [796) = (796)
Coptial cortibuion from PERFLE

a minorfy sharefolder - - - - - - - - 377 377
Bxchange adjusiment on bt N

franslafion of the financial HERRZER

siolemens of oreign subsidiores & - - - - - (228 - 228 - 228)
Loss for the year resicted) AEEER (KE5) - - - - - - (23152 (23152 (2300 (23,2382)
Balonce of R-ZZRE=A=1-H

31 March 2005 [restted Lk (B E7]) 30,617 24,271 84 1692 360 213 40778 16,033 147 16,180
Bolance of 1 Apil 2005 RZZTREMA-A

pd i
- os originally sited -R%23 30,617 21271 84 = 360 [213)  [40042) 15077 147 15,224
~ effets o changes n - S HERDL
accounfing policies 10fe 2) AR - - - 1692 - - (736] 956 - 956

- 05 festated - &5l 30,617 24,271 84 1692 360 213 40778 16,033 147 16,180
lsue of converble preference shores BTIT AR BRI - - - 6,541 - - - 6,541 - 6,541
Issue of convertible nofes BITHREE = - - 1,798 - - - 1,798 - 1,798
Shore ssue expenses RSB = [750) = = = = = [750) = [750)
Redempiion of converible nokes BRI TR EH - - - (484) - - 484 - - -
Bxchange odjusment on fonsafion 8 ENMIE A Al

of the finonciol sicements of BBREL

foreign subsicicries ERA% - - - - - (338) - (338) - (338)
Loss for he year rEEER = = = - - - 317000 (31,700) (147)  (31,847)
Balance ot RIBERE

31 March 2006 ZR=+-AZER 0617 235 8 9547 30 (551) (9% (8416 - 8416)

The notes on pages 56 to 145 form part of these financial siatements. FIBRESOBEEE 1458 2 it Bt SR BHRE 2 @RS
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For the year ended 31 March 2006

GENERAL INFORMATION

The Company was incorporated as an exempted company with
limited liability in the Cayman Islands under the Companies Law
[Cap.22 law 3 of 1961, as consolidated and revised) of the
Cayman Islands on 6 December 2000. The address of its
registered office and principal place of business are Century Yard,
Cricket Square, Hutchins Drive, P.O. Box 2681 GT, Grand
Cayman, Cayman lslands, British VWVest Indies and Unit 1004, 10/
F Tower B, Hunghom Commercial Centre, 37 Ma Tau Wai Road,

To Kwa Wan, Kowloon, Hong Kong, respectively.

The shares of the Company were listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited (the “GEM”)
on 27 July 2001,

On 11 Oclober 2002, the United States Securities and Exchange
Commission approved the establishment of level 1 American
Depository Receipt program for the Company’s shares in the United

States of America.

The Group engages in an information fechnology industry, in which,
it is a developer and provider of a range of Linux solutions including
Linux operating systems, application systems run on Linux and
related services such as software installation, training and education,
operates under the brandname of Thizlinux. The activities of the

subsidiaries are set out in note 14 to the financial statements.

These consolidated financial statements are presented in Hong
Kong dollars ("HK$"), unless otherwise stated. These consolidated

financial statements have been approved and authorised for issue

by the board of directors (“the Board”) on 28 June 20006.
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For the year ended 31 March 2006 HE 2 ERFZA=+—RBLLFE

2. ADOPTION OF NEW AND REVISED HONG 2. RMHITREBETTEMS
KONG FINANCIAL REPORTING STANDARDS HEER
In the current year, the Group has adopted all of the new and RAFEE - AEBRWEESAMLQ
revised Hong Kong Financial Reporting Standards (“HKFRS”) and SRMIAMBERERBAEIN_—F
Hong Kong Accounting Standards ("HKAS") (collectively “"HKFRSs”) TRF-HA—BR&FARz T8
issued by the Hong Kong Institute of Certified Public Accountants B AR #a] REERT BRI S
which are relevant fo its operations and effective for accounting ERRBBEER (5l [BAEME
periods beginning on or after 1 January 2005. The applicable HELED]) - TXHEMBERZ EEY
HKFRSs are set out below and the 2005 comparatives have been BHEEL - YERBHEBREET
resfated in accordance with the relevant requirements. “EERFZHRHET -
HKAS 1 Presentation of Financial Statements BAGHERNR R HBEERRER
HKAS 2 Inventories BAEGTENESE FE
HKAS 7 Cash Flow Statements BEEGHERE7R  RERER
HKAS 8 Accounting Policies, Changes in Accounting BRCEHERSESS SR - A E

Esfimates and Errors B REEREIE

HKAS 10 Events affer the Balance Sheet Date BAGHERR0% HERKFE
HKAS 12 Income Taxes BEGIERE12% AR
HKAS 14 Segment Reporting BEGIERAIEAR  HEBRS
HKAS 16 Property, Plant and Equipment ERCHENE 6% E  BERRE
HKAS 17 leases BAGHENZ7R HE
HKAS 18 Revenue BAGTENZ18% W&
HKAS 19 Employee Benefits BASIERE 9% EEREF
HKAS 21 The Effects of Changes in Foreign Exchange Rates BEGIERE2R EXZHrYE
HKAS 23 Borrowing Costs BEGIHERIE23S BENA
HKAS 24 Related Party Disclosures BEGIERE24Y BREALRE
HKAS 27 Consolidated and Separate Financial Statements BEGIEAEY HERBUMBRE
HKAS 32 Financial Instruments: Disclosure and Presentation BAGTEREIY SRIA: BERER
HKAS 33 Earnings per Share BEGIERIE3SR  BRET
HKAS 36 Impairment of Assets BAEETERE30N AERE
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For the year ended 31 March 2006

2. BRWMAIRESITTERME
BEEN (&)

2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(continued)
HKAS 37 Provisions, Contingent liabilities and Contingent BEGIERES/R B IREERIA
Assefs BE

HKAS 38 Intangible Assets BEGIERIEI8S EVAE

HKAS 39 Financial Instruments: Recognition and Measurement BEEEGIERE30% SMIE : BAKHE

HKFRS 2 Sharebased Payment BAMBRERR  URDAERZNH
F2%

HKFRS 3 Business Combinations BAMBREERY  EKak
F3%

In summary, the adoption of: BEm S - R4

(@) HKASs 1,2,7,8,10,12, 14,16, 17,18, 19, 21, 23, (o) BBEFTLERE] 278"

27,33, 36, 37 and 38 did not result in substantial changes
fo the accounting policies of the Group and did not have a
significant impact on its results of operations and financial

position.

101214161718~
1921 ~ 28 > 27 =~ 33 = 36 ©
37 R3BHAMEHRAEE 2 &
AAERRBELEEAES  AHHEK
BEE R BAORIL BB E R

B 4ER
TE o

(b)  HKAS 21 had no material effect on the Group's policy. The (b) FEEGERE2 FHAREEIK
functional currency of each of the consolidated entities has BRI BEATE - REFEEEZ
been re-evaluated based on the guidance fo the revised e BB RIS ER 2 $55]
standard. All the group entities have the same functional EXRHE - AEEMAERNE
currency as the presentation currency for respective entity RVse B IERS BRI MK
financial statements. ZEHEH -

()]  HKAS 24 has affected the identification, presentation and (c) HEFEGFEAFE247FEFE

disclosures of related parties.

AL Z#ER - 2REIFE -
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For the year ended 31 March 2006

2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(continued)

The major effects on adoption of the other HKFRSs are summarised

as follows:

(a)

[ N NojcRoNoN N N N NoNojoNoN N N N NoNoNoNoN N N N NONONONON N N N NoNooNoN N N N NoNoNoNoN N N N NONONONON N N N J 5Q

Financial instruments (HKAS 32 Financial Instruments:
Disclosure and Presentation and HKAS 39 Financial

Instruments: Recognition and Measurement)

HKAS 32 Financial Insfruments: Disclosure and Presentation
requires refrospective application and primarily addresses the
classification of a financial instrument issued by an enfity and
prescribes disclosure requirements of financial instruments.
HKAS 39 Financial Insiruments: Recognition and Measurement
deals with recognition, measurement, derecognition of financial
instruments and also prescribes requirements for hedge
accounting. HKAS 39, which is effective for annual periods
beginning on or after 1 January 2005, generally does not
permit the recognition, derecognition or measurement of

financial assefs and liabiliies on a refrospective basis.
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For the year ended 31 March 2006 HE_ZTZERF=ZA=1+T—HILFE
2. ADOPTION OF NEW AND REVISED HONG 2. BMRITREEBITEMY

KONG FINANCIAL REPORTING STANDARDS WEER ()

(continued)

(a)  Financial instruments (HKAS 32 Financial Instruments: (o) S£@MIE(FEBSTHEREI2NR
Disclosure and Presentation and HKAS 39 Financial ERMTE KERERNEFES
Instruments: Recognition and Measurement) (continued) STERIZE3ESRMT A | BBRAK

=rE) (®)
All changes in the accounting policies have been made in B BRZMBEHCRIEBE
accordance with the fransitional provisions in the respective fRRES B ERFEL (W@
standards, wherever applicable. &)
The adoption of HKASs 32 and 39 resulted in: RMELGTERIEI2RRFE
3OREH
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For the year ended 31 March 2006

2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(continued)

(a)

[ N NojcRoNoN N N N NoNojoNoN N N N NoNoNoNoN N N N NONONONON N N N NoNooNoN N N N NoNoNoNoN N N N NONONONON N N N J (’)]

Financial instruments (HKAS 32 Financial Instruments:
Disclosure and Presentation and HKAS 39 Financial

Instruments: Recognition and Measurement) (confinued)

Convertible notes/convertible preference shares

The principal impact of HKAS 32 on the Group is in relation
fo convertible notes/convertible preference shares issued by
the Company (nofes 23 and 27). 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 effect of adoption of the requirements of
HKAS 32 on the current and prior year’s financial statements

are sef out on pages 67 to 70.
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Thiz Technology Group Limited

For the year ended 31 March 2006

2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(continued)

(a)

Financial instruments (HKAS 32 Financial Instruments:
Disclosure and Presentation and HKAS 39 Financial

Instruments: Recognition and Measurement) (continued)

Financial assets and financial liabilities other than debt and
equity securities

From 1 April 2005 onwards, the Group classifies and
measures ifs financial assets and financial liabilities other than
debt and equity securities (which were previously outside the
scope of SSAP 24) in accordance with the requirements of
HKAS 39. Financial assefs under HKAS 39 are classified as
"financial assefs at fair value through profit or loss”,
“availableforsale financial assets”, “loans and receivables”
or "heldto-maturity financial assets”. Financial liabilities are
generally classified as “financial liabilities at fair value through
profit or loss” or “financial liabilities other than financial
liabilities af fair value through profit or loss (other financial
liabilities)”. "Other financial liabilities” are carried at amortised

cost using the effective interest rate method.
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For the year ended 31 March 2006

2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(continued)

(b)

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

The adoption of HKFRS 2 has resulted in a change in the
accounting policy for share-based payments. In prior years,
no amounts were recognised when employees [which ferm
includes directors) were granted share options over shares in
the Company. If the employees chose o exercise the options,
the nominal amount of share capital and share premium were
credited only fo the extent of the opfion’s exercise price

receivable.

With effect from 1 April 2005, in order to comply with
HKFRS 2, the Group recognises the fair value of such share
options as an expense in the income statement, or as an
asset, if the cost qualifies for recognition as an assef under the
Group's accounting policies. A corresponding increase is

recognised in a capital reserve within equity.

Where the employees are required to meet vesting conditions
before they become entitled to the opfions, the Group
recognises the fair value of the options granted over the
vesting period. Otherwise, the Group recognises the fair

value in the period in which the options are granted.
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2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

2. BRWMAIRESITTERME
BEEN (&)

(continued)
(b) Employee share option scheme (HKFRS 2 Share-based (b) EEBRESE (FEYHERE
Payment) (continued) ERIE25E AR D BEE 2 AR
&)

If an employee chooses to exercise options, the related
capital reserve is fransferred to share capital and share
premium, fogether with the exercise price. If the options lapse
unexercised the related capital reserve is transferred directly to

retained profits.

The new accounting policy has been applied retrospectively
with comparatives restafed in accordance with HKFRS 2,
except that the Group has faken advantage of the transitional
provisions sef ouf in paragraph 53 of HKFRS 2 under which
the new recognition and measurement policies have not been

applied fo the following grants of options:

[a)  all options granted fo employees on or before 7

November 2002; and

[b)  all options granted to employees after 7 November

2002 but which had vested before 1 January 2005.

i BB FITREIERGE - HREE
AEEERITRETERERK
BB (B o (HEBBHEER T1T
BRI HAEAREER
ERBREEN -

KR EWER - WRR
BERMBEHEEUNFE2RBI
BEF - EARBENREENL
WEREAFE2RE SR 1B
EMBSURE - AR T A
ZBRAERAHERARTER
.
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2 FERRHE -
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For the year ended 31 March 2006

2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(continued)

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

Payment) (continued)

As all the options were granted to employees before 7
November 2002, the adoption of HKFRS 2 had no effect on

these financial statements.

()  Goodwill (HKFRS 3 Business Combinations)

HKFRS 3 Business Combinations is effective for business
combinations for which the agreement date is on or affer 1
January 2005. After initial recognition, HKFRS 3 requires
goodwill acquired in a business combination to be carried at
cost less any accumulated impairment losses. Under HKAS
36 Impairment of Assets, impairment reviews are required
annually, or more frequently if there are indications that
goodwill might be impaired. HKFRS 3 prohibits the amortisation

of goodwill.
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Thiz Technology Group Limited

For the year ended 31 March 2006

2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(continued)

(c)

Goodwill (HKFRS 3 Business Combinations) (continued)

In previous years, in accordance with the predecessor
standard, Statement of Standard Accounting Practice 30
Business Combinations (SSAP 30), goodwill arising on
acquisitions prior fo 1 April 2001 was held in reserves, and
goodwill arising on acquisitions on or after 1 April 2001 was
capitalised and amortised over ifs estimated useful life. The
Group has applied the relevant transitional rules in HKFRS 3.
With respect to goodwill previously capitalised on the
consolidated balance sheet, the Group will discontinue
amortising such goodwill from 1 April 2005 onwards and
such goodwill will be tested for impairment in accordance

with HKAS 36.

Because the revised accounting policy has been applied
prospectively, the change has had no impact on amounts
reported for the year ended 31 March 2005. The revised
accounting policy also has no impact on the current year's
financial statements because the book carrying amount of
goodwill as at 1 April 2005 is nil and no goodwill arose

during the year.
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For the year ended 31 March 2006 HE_ZZRF=ZA=+—RILFE
2. ADOPTION OF NEW AND REVISED HONG 2. BMHTREBENTEME
KONG FINANCIAL REPORTING STANDARDS WmEEMN (2)
(continued)
The effects of the adoption of HKFRSs on the results for the years RNEEMBREENHBRE_FTT
ended 31 March 2006 and 2005 are as follows: NERZZETRF=ZA=1T—HIF
B2 REZEMT
2005
—EERF
HK$'000
THET
Increase in interest expense on A& BCARTR T AT AR
the liability component of the i AR E KR
convertible notes/convertible ZEERAHME
preference shares under finance costs B S 480 557
Increase in basic loss per share BREREEEN HKO.2 cents
Al
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For the year ended 31 March 2006 HE_ZZERFZA=Z+—RILFE
2. ADOPTION OF NEW AND REVISED HONG 2. BMFEIIREETETEBME
KONG FINANCIAL REPORTING STANDARDS WEEMN ()
(continued)
The cumulative effects of application of HKFRSs as at 31 March ERABERMBHREEINN _TTRF
2006 are summarised below: A=t HZEFFERAT
Before Applied
adoption retrospectively After adoption
of HKFRSs HKAS 32 of HKFRSs
BREENE ENMERES FMEEME
REERZH & 5 8 A 5 328% BEEAZE
HK$'000 HK$'000 HK$'000
FEL FTEL THET
Effect on liabilities: HEEZHE :
Convertible preference shares AR B 5T IR - 29,655 29,655
Convertible nofes BRI ES 20,000 (2,043) 17,957
20,000 27,612 47,612
Effect on equily: YigncZE
Share capifcl A 64,617 (34,000) 30,617
Capital reserve EARGE - 9,547 9,547
Other reserves Hib 24,614 (1,200) 23,414
Accumulated losses 2B (70,035) (1,959) (71,994)
19,196 (27,612) (8,416)
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SEEAFZAS-ALEE

(L

R RESITTREME
WEEN (B

2. ADOPTION OF NEW AND REVISED HONG 2.
KONG FINANCIAL REPORTING STANDARDS
(continued)

EREEMBRELENN _ZTRE

ZA=t—BZETENT :

The cumulative effects of application of HKFRSs as at 31 March

2005 are summarised below:

Applied
Originally retrospectively
stated HKAS 32 Restated
BHERBERS
REZTY] =FFERIZFE 329 =7
HK$'000 HK$'000 HK$'000
FAT FATT FAIT
Effect on liabilities: HEEZZE
Convertible notes A #] A% E % 14,000 (956) 13,044
Effect on equity: HigEmoZE
Share capital fi& 2= 30,617 - 30,617
Capital reserve N - 1,692 1,692
Other reserves H it f# s 24,502 - 24,502
Accumulated losses RETEE (40,042) (7306) (40,778)
Minority inferesfs LB RS 147 = 147
15,224 Q56 16,180
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For the year ended 31 March 2006 HE_ZZERFZA=Z+—RILFE
2. ADOPTION OF NEW AND REVISED HONG 2. BMFEIIREETETEBME
KONG FINANCIAL REPORTING STANDARDS WEEMN ()
(continued)
The financial effects of the application of HKFRSs as at 1 April EREEMEREENN _FTMF
2004 are summarised below: WWA—B B E/GamT
Applied
Originally retrospectively
stated HKAS 32 Restated
BHERBARS
REZT] SFFERIZFE 329 £l
HK$'000 HK$'000 HK$'000
TFAET FAIT FAT
Effect on liabilities: HEEZZE
Convertible nofes Al % ik 14,000 (1,513) 12,487
Effect on equity: HigEm oZE
Share capital fi& 2 20,411 - 20,411
Capital reserve N - 1,692 1,692
Other reserves H it fE s 22,465 - 22,465
Accumulated losses RETEE (17,447 (179 (17,626)
25,429 1,513 26,942

70 (N N N NonoNoNoN N N N NONoNONON N N N NONONONON N N N NONCONoNON N N N NoNoNONON N N N NONONONON N N N NONORONON N J



Thiz Technology Group Limited BRI SR E AR AR

—

For the year ended 31 March 2006 ﬁ:;t %%%izﬂzﬂ——ﬁiiﬁi

2. ADOPTION OF NEW AND REVISED HONG 2. BRMAMITREBITEMY
KONG FINANCIAL REPORTING STANDARDS WREER (&)
(continued)
The Group has not early adopted the following new standards or REE W R IRF AT E BEMAE
inferpretations that have been issued but are nof yef effective. RERZ FFTERS R RE -

Effective for accounting

periods beginning on or after

RLUTHRMRZE®RAGZ
B RAMEN
HKAS 1 (Amendment) Presentation of financial statements: 1 January 2007
EREFERE R Capital Disclosures —ZEE+F—-HA—H
(&{E7T) MBEHRERER : EXAKE
HKAS 39 ({Amendment] The Fair Value Option 1 January 2006
BB G ERE I NFEEEEE —EERF-—H—H
(&{&7T)
HKFRS 7 Financial Instruments: Disclosures 1 January 2007
ERMBHREERE 7R TRIA : WE —ZEE+FE—-H—H
HK (IFRIC}Hnt 4 Determining Whether an Arrangement 1 January 2006
& (ARMBRS Confains a lease —EZRF-—H—HB
REBZEg) REFELR ErLHEABREEE
The Group is in the process of making an assessment of what the REER A Z SN HLIETE
impact of these new or revised standards or interpretations is AR EROAERASBE B
expected fo be in the period of initial application. 2o
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PRINCIPAL ACCOUNTING POLICIES

(a)

Basis of preparation of financial statements

These financial statements have been prepared under the
historical cost convention in accordance with HKFRSs,
accounting principles generally accepted in Hong Kong, the
disclosure requirements of the Hong Kong Companies
Ordinance and the Rules Governing the Listing of Securifies

on the GEM of the Stock Exchange [the "GEM Listing Rules”).

At 31 March 2006, the Group recorded a net liability of
HK$8,416,000 out of which HK$29,655,000 was
affributable fo the recognition of the liability component of the
cumulative nonvofing convertible preference shares of HK$O. 10
each issued by the Company during the year under the new
HKFRSs as set out in note 2. Pursuant fo the terms of the
preference shares as sef out in note 23, the preference shares
are not redeemable and can only be converted into ordinary
shares of the Company. Accordingly, the financial statfements
of the Group and the Company are prepared on a going

concern basis.
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PRINCIPAL ACCOUNTING POLICIES (continued)

(a)  Basis of preparation of financial statements (continued)

The preparation of financial statements in conformity with
HKFRSs requires the use of certain critical accounting
estimates. It also requires management fo exercise its
judgement in the process of applying the Group'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, are

disclosed in note 35.

(b)  Basis of consolidation

The consolidated financial statements incorporate the financial

statements of the Company and its subsidiaries made up fo

31 March each vyear.

The results of subsidiaries acquired and disposed of during
the year are included in the consolidated income statement

from the effective date of acquisition or up fo the effective

dafe of disposal, as appropriate.

Where necessary, adjustments are made to the financial

statements of the subsidiary to bring its accounting policies

info line with those used by the parent company.

All significant infercompany transactions, balances and
unrealised gains on fransactions between group enterprises
are eliminated on consolidation. Unrealised losses are also

eliminated unless the transaction provides evidence of an

impairment on the asset transferred.
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3. PRINCIPAL ACCOUNTING POLICIES (confinued) 3. EEEHRE ()
(b)  Basis of consolidation (continued) b) #HREEE(E)
Minority interests in the net assefs of consolidated subsidiaries mAMBARFEEANZ DAL
are identified separately from the Group's equity therein. RiEm AR KB L2 D 5
Minerity interests consist of the amount of those interests af the SRR - DEBRIES BIRREE
date of the original business combination and the minority's @R RERE BBz SR
share of changes in equity since the date of the combination. HRIRFEBZA G B AR Z IR
Losses applicable to the minority in excess of the minority’s HF - BRARNLBRRNER
inferest in the subsidiary's equity are allocated against the ihapi QUYL 0a S GRS
interests of the Group except fo the extent that the minority has REmNBER M EAR B MR
a binding obligation and is able to make an additional EE DAL - D BRR AR
investment to cover the losses. BERAIAE MR EHEERE
BRI o
(c)  Business combinations (c) EHAH
The acquisition of subsidiaries is accounted for using the WEEHT B A R E R EE AT
purchase method. The cost of the acquisition is measured at fR o WEIBAK AN TR R BN B
the aggregate of the fair values, at the date of exchange, of N EIRE IR R AR B BAFT AR T
assets given, liabilities incurred or assumed, and equity BE FEASIAEZABR
instruments issued by the Group in exchange for control of the AEBETZRATAZAFE
acquiree, plus any costs directly attributable to the business B4 - B EEBEMHENE
combination. The acquiree’s identifiable assets, liabilities and BREKATE - BEEARZ
contingent liabilities that meet the conditions for recognition AEREE - AERIAREES
under HKFRS 3 are recognised at their fair values at the HEBBUBHRELNFEIFRR
acquisition date. E MR - AIRBERZ
NV EERER -
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PRINCIPAL ACCOUNTING POLICIES (continued)

(c)  Business combinations (continued)

Goodwill arising on acquisition is recognised as an asset and
initially measured at cost, being the excess of the cost of the
business combination over the Croup's interest in the nef fair
value of the identifiable assets, liabilities and confingent
liabilities recognised. If, after reassessment, the Group's
interest in the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities exceeds the cost of

the business combination, the excess is recognised immediately

in profit or loss.

The interest of minority shareholders in the acquiree is initially

measured at the minority’s proportion of the net fair value of

the assets, liabilities and contingent liabiliies recognised.

(d)  Subsidiary

A subsidiary is an enterprise in which the Company has the
power, directly or indirectly, to govern the financial and

operating policies so as o obtain benefits from its activities.

Investment in the subsidiaries is included in the Company’s
balance sheet at cost less any impairment loss. The results of

subsidiaries are accounted for by the Company on the basis

of dividends received and receivable.
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PRINCIPAL ACCOUNTING POLICIES (continued)

(e)

Goodwill

Coodwill arising on the acquisition of a subsidiary or a jointly
controlled entity represents the excess of the cost of acquisition
over the Group’s inferest in the net fair value of the identifiable
assefs, liabilities and contingent liabilities of the subsidiary or
jointly controlled entity recognised af the dafe of acquisition.
Goodwill is inifially recognised as an asset at cost and is
subsequently measured af cost less any accumulated impairment

losses.

For the purpose of impairment festing, goodwill is allocated to
each of the Group’s cash-generating units expected to benefit
from the synergies of the combination. Cash-generating unifs
tfo which goodwill has been allocated are tested for
impairment annually, or more frequently when there is an
indication that the unit may be impaired. If the recoverable
amount of the cash-generafing unit is less than the carrying
amount of the unit, the impairment loss is allocated first to
reduce the carrying amount of any goodwill allocated to the
unit and then fo the other assets of the unit prorata on the
basis of the carrying amount of each asset in the unif. An
impairment loss recognised for goodwill is not reversed in a

subsequent period.
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PRINCIPAL ACCOUNTING POLICIES (continued)
()  Segment reporting

A segment is a distinguishable component of the Group that
is engaged either in providing products or services (business
segment], or in providing products or services within a
particular economic environment (geographical segment),

which is subject to risks and rewards that are different from

those of other segments.

Segment revenue, expenses, results, assefs and liabilities
include items directly affributable to a segment as well as
those that can be allocated on a reasonable basis to that
segment. Segment revenue, expenses, assefs, and liabilities
are defermined before infra-group balances and infra-group
fransactions are eliminated as part of the consolidation
process, except fo the extent that such infro-group balances
and fransactions are between group enterprises within a

single segment. Infersegment pricing is based on similar terms

as those available fo other external parties.

Segment capital expenditure is the total cost incurred during
the year fo acquire segment assefs (both tangible and

infangible| that are expected to be used for more than one

year.

Unallocated items mainly comprise financial and corporate

assets, inferest-bearing loans, borrowings, corporate and

financing expenses.

BRI R E AR AT

[ | Iy
HE_ZZRF=ZA=+—RILFE

3. FE®HEE (B

(f)

Pk Lkl
DIEEARRE R RS S ERHE
EmIIRE EB08H) - It

ERERE R EMRKIRT (O
BAR) 2&D - MzxEsRE
Http Bz BB Rk EHREET

[

o

DR X FE - BER
BEBEIBEREIEERE X
RABEENRKEZNE - D
B - X BERBERY
HEBAXRRESREERAR
ARIRZAIETE @ HEBNE—7
BHREARRBZEHR RS
AIERSN - DERZ BMEB TR
BT EMINRA L Z BT

}'_\:Eo

DEERAXIEFABEEMESR
AERBE—RFEEZ B RE
SR BERESEKAEE -

\

AOEHB E2ER/PBREE
BE FEER B £ER
TR



Thiz Technology Group Limited BRI EER AR

/

S

For the year ended 31 March 2006 . HE_ZZERFZA=Z+—RILFE
3. PRINCIPAL ACCOUNTING POLICIES (confinued) 3. EEEHRE (&)
(g) Fixed assets () BEEE

Fixed assets is stated at cost less accumulated depreciation B & E DR AR REHTE R
and any impairment losses. The cost of an asset comprises its ERIBEBEAR - BERAE
purchase price and any directly attributable costs of bringing EBEEREEEBIRITEER
the asset fo its present working condition and location for its SR EERE g 2 EfEE
intended use. Expenditure incurred after the asset has been FRIGRTR - BERNEIFRES
put into operation, such as repairs and maintenance and ZXHIEEREER AR
overhead costs, is charged to income in the period in which it PAE A HRRE B WS HIBR o M8 B
is incurred. In situations where it can be clearly demonstrated RBRBNE L ERERZ
that the expenditure has resulted in an increase in the future BERHIES 2 KBEMaA Pt
economic benefits expected to be obtained from the use of e BB HEERER -
the assets, the expenditure is capitalised as an additional cost R EE LRI -

of the asset.

Depreciation is charged so as to write off the cost, over their [BEITE & AR E At Al E A S 2 A
estimated useful lives, using the straightline method. The useful BREMSEE AT BN E - 1
lives are reviewed, and adjusted if appropriate, at each REE RS YA ERFRE TR
balance sheet date. The principal annual rates are as follows: A WHREERELRE X8
FRWT

Computer equipment 3 years B 3%
Office equipment 3 years fo 7 years I NES ] 3FE/F
Furniture and fixtures 5 years fo 7 years BRREE SER7E
The gain or loss arising on the disposal or refirement of an HESBE—TAEEEEELEL
item of fixed assets is determined as the difference between BREER/ZLEEZHEMFZK
the sales proceeds and the carrying amount of the asset and THEBRHE 2 25 - WHERER
is recognised in the profit or loss. iR o
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3. PRINCIPAL ACCOUNTING POLICIES (confinued) 3. XEEHBE &)
(h)  Inventories (h) =&

Inventories are valued at the lower of cost and net realisable FEIRKANE R AT HHEMR

value. Cost is determined on a weighted average basis and EHZEIEEDIE - RATHENN

include all costs of purchase and other costs incurred in BTIDEEE - YAt A—BE

bringing the inventories to their present location and XA R S iF BB H BRI REBER

conditions. Net realisable value is determined by reference to SUPREEAE Z EL AR o AIEE3R %

the anticipated sales proceeds of items sold in the ordinary BEN2RNEERRERTER

course of business less estimated selling expenses affer the WEHHEYm2 BEHHE S

balance sheet date or fo management estimates based on PR LA HER X2 RE R

prevailing market condifions. BRBER TSR EL 2 A5t

EBE -
(i) Financial instruments (i) =®MIA

Financial assefs and financial liabilities are recognised on the WARERA—HTAZ S4K

Group's balance sheet when the Group becomes a party to NZEIRT  BlemEERSR

the contractual provisions of the instrument. BERAEBZEERERE

o

(il Trade receivables (il B ZEWHE
Trade receivables are measured at initial recognition at B S RIFIEN &R ER
fair value, and are subsequently measured ot amortised RN TFEETE A&
cost using the effective interest rate method. Appropriate 150 A B B ) SR R 4R B
allowances for estimated irrecoverable amounts are RitE - METBREE
recognised in profit or loss when there is objective REELTRE - BIRt
evidence that the asset is impaired. The allowance ST AT B R 1R A AR
recognised is measured as the difference between the NEREREE - E®R
asset’s carrying amount and the present value of BHEIOBRIEEERmER
estimated future cash flows discounted at the effective BRERRRE RN X
interest rate computed at initial recognition. B ARRE 2R ERE

ZERE -
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3. PRINCIPAL ACCOUNTING POLICIES (confinued)

(i)  Financial instruments (continued)

(ii

(i
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Cash and cash equivalents

Cash and cash equivalents comprise cash on hand
and demand deposits, other short term highly liquid
investments that are readily convertfible fo a known
amount of cash and are subject to an insignificant risk

of changes in value.

Convertible notes and convertible preference shares

Convertible notes and convertible preference shares
that consist of a liability and an equity components are
regarded as compound instruments. At the date of
issue, the fair value of the liability component is
estimated using the prevailing market interest rate for
similar nonconvertible debt. The difference between the
proceeds of issue of the convertible notes and
convertible preference shares and the fair value
assigned fo the liability component, representing the
embedded option for the holder fo convert the notes
and preference shares info equity of the Group, is

included in equity (capital reserve).
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PRINCIPAL ACCOUNTING POLICIES (continued)

(i)

Financial instruments (continued)

(iii)

Convertible notes and convertible preference shares
(continued)

The interest expense on the liability component is
calculated by applying the prevailing market inferest
rate for similar non-convertible debt to the liability
component of the instrument. The difference between
this amount and the interest paid is added fo the
carrying amount of the convertible nofes and convertible

preference shares.

If the convertible notes and convertible preference
shares are converted, the capital reserve, fogether with
the carrying value of the liability component af fime of
conversion, is fransferred fo share capital and share
premium as consideration for the shares issued. If the
convertible notes and convertible preference shares are
redeemed, the capital reserve is transferred directly to

accumulated losses.

Trade and other payables
Trade and other payables are initially measured af fair
value and subsequently measured at amortised cost

using the effective interest rafe method.

Equity instruments
Equity insfruments issued by the Company are recorded

af the proceeds received, net of direct issue costs.
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3. PRINCIPAL ACCOUNTING POLICIES (confinved) 3. EEEHRE ()
(ij  Operating leases () KEED
leases where substantially all the risks and rewards of NEERBRZERE D AR R
ownership of assefs remain with the lessor are accounted for EFRIAEEAZEE RAEZE
as operating leases. Rentals under operating leases are %) 95 R ETRA - REBRLD
charged to the income statement on a straight line basis over BT ZHENERRNRERER
the lease term. Wegs R IR o
(k) Provisions and contingent liabilities k) BERIREE

Provisions are recognised for liabilities of uncertain timing or IRAEEAR D B 2 F &
amount when the Group has a legal or constructive obligation BragEEEa®  AmEle
arising as a result of a past event, it is probable that an BHBEN ML - FERIAME
outflow of economic benefits will be required fo seftle the AISEZ fhEthy - AEE SR
obligation and a reliable estimate can be made. Where the BB E 2 BETREE -
time value of money is material, provisions are stated at the IMREERFEEA - BIETER
present value of the expenditures expected to settle the P < H 2 BT S B -
obligation.
Where it is not probable that an oufflow of economic benefits IRE BB IR 2 AT e
will be required, or the amount cannot be estimated reliably, RIE - SREEHEREEERMD
the obligation is disclosed as a contingent liability, unless the A SEfhE - ARZEEREER
probability of outflow of economic benéfits is remote. Possible HARE - BERINRZ AT
obligations, whose existence will only be confirmed by the TRIERIBRIN - MRAEEZ B
occurrence or non-occurrence of one or more future events are ARFEREASRRARENER
also disclosed as contingent liabilities unless the probability of BETRBERRFE - TEHE
outflow of economic benefits is remote. BRINEE  BERINTZA

BRI RIBRSN o
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PRINCIPAL ACCOUNTING POLICIES (continued)

U]

Research and development costs
All research cosfs are charged to the income statement as

incurred.

Development expenses are also written off as incurred except
for those incurred for specific projects which are deferred
where recoverability can be foreseen with reasonable
assurance and comply with the following criteria: i) the
product or process is clearly defined and the costs are
separately identified and measured reliably; (i) the technical
feasibility of the product or process is demonstrated; (iii) the
product or process will be sold or used in-house; (iv) @
pofential market exists for the product or process or its
usefulness in the case of internal use is demonstrated; and (v)
adequate technical, financial and other resources required for

completion of the product or process are available.

Deferred development costs are stated at cost less accumulated
amortisation and any impairment losses. Amortisafion is
calculated on a straight line basis over the expected
economic useful lives of the products, subject to a maximum
period of five years commencing in the year when the

products are put into commercial production
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3. PRINCIPAL ACCOUNTING POLICIES (confinved) 3. EEEHRE ()
(m)  Impairment of assets (m) EERE
Assets that have an indefinite useful life are not subject to ERERERFHEERAE
amortisation but are at least tested annually for impairment T - ERKEREESF RN
and are reviewed for impairment whenever events or changes EMSBER LIRS B R AR
in circumstances indicate that the carrying amount may not be BRI M AREE 2 15 T TRIE
recoverable. Assefs that are subject to amortisation are R - ATHIH BENEMHK
reviewed for impairment whenever events or changes in BN IR BN A e RN
circumstances indicate that the carrying amount may not be FREEZ B TRERBFEM
recoverable. An impairment loss is recognised for the amount 18 - BEZ REEBLEAYKE
by which the assef's carrying amount exceeds its recoverable SR HHERAREREE o
amount. The recoverable amount is the higher of an asset's AEeEA—HEEL A TE
fair value less costs to sell and value in use. For the purposes BEREEXRREREERET
of assessing impairment, assefs are grouped at the lowest ZESE - gieHERENS - &
levels for which there are separately identifiable cash flows ERNFAHABREREZREE
(cash-generating units). HREEEER) H5R -
(n)  Toxation (n) BiE
Income tax expense represents the sum of the tax currently PSR S B 2 R RS Tt SR
payable and deferred tax. JEFRIA 2 #E5E
The tax currently payable is based on taxable profit for the B HS TR RIEE FRRATUR
year. Taxable profit differs from profit as reported in the M ESL - BRBENBRIRN
income statement because it excludes items of income or Wgsk E 25 2 fER] - ERRER
expenses that are taxable or deductible in other years and it BB NI T EEE T AERME
further excludes items that are never taxable or deductible. JE M2 FERTIMA S AT A 52
The Group’s liability for current tax is calculated using tax FIHE - WA EEIFERTIK
rafes that have been enacted or substantively enacted by the TNAMERIAR - AEE 2 BHIAT
balance sheet date. SRHEERNEERERTHE

B LEBETZIHETE -
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Thiz Technology Group Limited BRI SR E AR AR
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Notes-h

™ /e

For the year ended 31 March 2006 @%:%%*izﬂz-}——ﬁiiﬁi
3. PRINCIPAL ACCOUNTING POLICIES (confinued) 3. XEEHBE &)
(n)  Taxation (continued) (n) BiE @@

Deferred tax liabilities is provided in full, using the liability BEMBRBEDNREEEREE
method, on temporary differences arising between the tax ZRE BB RR < BREEZ P
bases of assets and liabilities and their carrying amounts in FERMERRBEAEDBUE
the financial statements and deferred fax assets are recognised > MEEHRIAEERERGRR
fo the extent that it is probable that future taxable profit will be FEERTa M Al A S AT F0 A
available against which the temporary differences can be R ER 2 IEN THER A -
utilised. However, such assets and liabilities are not recognised MEREERRHHEXARLR
if the temporary difference arises from goodwill or from the SUIREER EIEA GHERIN) Hol
initial recognition (other than in a business combination) of BESABMEL X THER
other assefs and liabilities in a transaction that affects neither ARPURAM R &EHRA - BRI T LA
the taxable profit nor the accounting profit. Taxation rafes HRLFRTEEERAE - BT
enacted or substantively enacted by the balance sheet date MIELEE BERITHAB LR
are used fo determine deferred taxation. BITZHEERE °

The carrying amount of deferred tax assets is reviewed at BEFEREEZ REERE—
each balance sheet date and reduced to the extent that it is AEE RETTER - WAERET
no longer probable that sufficient taxable profits will be BRI A RAERDUH N A
available fo allow all or part of the asset fo be recovered. BAKEEBREPASTHEERE

FTHOR
Deferred tax liabilities are recognised for taxable temporary MBARZIREESEL ZER
differences arising on investments in subsidiary except where MEREEZRSERRELEMS
the Group is able to control the reversal of the temporary TRBE - ERE B RE 5L b s
difference and it is probable that the temporary difference will MEREZED  MAZRMEER
not reverse in the foreseeable future. AR Z #RRATGE T 8Ol
Z BRI o
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Thiz Technology Group Limited

For the year ended 31 March 2006

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(n)

(o)

Taxation (continued)

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assefs against
current fax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends

to seftle its current tax assets and liabilities on a net basis.

Translation of foreign currencies

The individual financial statements of each group entity are
presented in the currency of the primary economic environment
in which the entity operates [“functional currency”). For the
purpose of the consolidated financial statements, the assets
and financial position of each entity are expressed in Hong
Kong dollars which is the functional currency of the Company
and the presentation currency for the consolidated financial

statements.

In preparing the financial stafements of the individual entifies,
fransactions in currencies other than the entity's functional
currency (foreign currencies) are recorded at the rafes of
exchange prevailing on the dates of the fransactions. At each
balance sheet date, monetary items denominated in foreign
currencies are refranslated af the rates prevailing on the
balance sheet dafe. Non-monetary items carried af fair value
that are denominated in foreign currencies are refranslated at
the rafes prevailing on the dafe when the fair value was
defermined. Non-monetary items that are measured in terms

of historical cost in a foreign currency are not refranslated.

BRI E AR AR

3. FE®HEE (B

(n)

(o)

BiE (&)

ERERBEERBBEREERX
2 E R SR BIATT A AR AR
HAEBERHEEHHREE UK
EHZEFEEEABHBZAE
ERR B ERE - WA
AEBRAFREEEELEH
WIREE N A BT SARES -

SMERE R
EREER L [ERF BRI AR
TEREMECRERRZEH
TheE#) JIME - Bz e MR
RimE @ SERBZEERVHAR
RBLAET (IR AR ZWEEE
B hiEAMBRERZ2IEE)
SIME

FEREERIER 2 MEHRE

NERBGEEE AN G (51
BVETZRZBRXZABRZ
EEAR - NEB—HEEH - A
¥IME E¥IBE AEERER
ZEXREHME o AINERAF
BIEZIFEBRBIREEAF
Bz BERZEXREHINE - 2o
SNEIRIE 2 AR B Z FFE IR
BRTERRE -

~—
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—

For the year ended 31 March 2006 @:;t %%%izﬂzﬂ——ﬁiifg
3. PRINCIPAL ACCOUNTING POLICIES (confinued) 3. EEEHBE ()
(o)  Translation of foreign currencies (continued) (o) HEEER (&)

Exchange differences arising on the settlement of monetary HEEKIEA REFGREEKIA
items, and on the refranslation of monetary items, are BREEZERZR/TARAZ
included in profit or loss for the period. Exchange differences BRx - ENRERATHESRR
arising on the retranslation of non-monetary items carried at ZIEEHEIE B B B R
fair value are included in profit or loss for the period except NG ABRE - HEEMREE
for differences arising on the retranslation of non-monetary ERHEEAZERARIER
items in respect of which gains and losses are recognised BEMEZAER - ERIFEE
directly in equity. For such non-monetary items, any exchange EEECER O TTE
component of that gain or loss is also recognised directly in BT RERR -
equity.
For the purpose of presenting consolidated financial statements, MEMFEMBERERME - A&
the assets and liabiliies of the Group's foreign operations BB EBBER AR (B
(including comparatives) are expressed in Hong Kong dollars LBEF) AEAEEHERE
using exchange rates prevailing on the balance sheet date. KAETTINE - WMARFXIAR
Income and expense items (including comparatives) are (BIELEEET) UHIR 2 Fi9E
translated at the average exchange rates for the period, T - MERERR 2 B R RIER
unless exchange rates fluctuated significantly during the B ARRZAZEXRGRE - EF
period, in which case the exchange rates at the dates of the EZERER (B DBRRE
fransactions are used. Exchange differences arising, if any, C WEBEREE 2 REF
are classified as equity and transferred to the Group's - BRAREZENHEFINE
franslation reserve. Such franslation differences are recognised B2 BRI R R R -

in profit or loss in the period in which the foreign operation is

disposed of.
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L (20 e

!
For the year ended 31 March 2006 @ﬁ:%%#izﬂzﬂ——ﬁiirﬁ
3. PRINCIPAL ACCOUNTING POLICIES (confinved) 3. XEEHBE (&)
(p)  Employees’ benefits (p) EEER
(il Employee leave entiflements (il 1EEREEN
Employee entilements to annual leave and long service EEFBREEHRBERE
leave are recognised when they accrue to employees. BANMEEREZZREN
A provision is made for the esfimated liability for annual RiER - BREBLER
leave and long service leave as a result of services REBRBMANEEEEH
rendered by employees up fo the balance sheet date. EZ 2 FRERBRBER
HAtR A 2 (At B B e B
1 e
(il Pension obligations (il BUELEMF
Contributions to the Mandatory Provident Fund scheme BB GIMERTEE AR
as required under the Hong Kong Mandatory Provident PIZAEH 2Rt ESR
Fund Schemes Ordinance are charged to income STEIME R E E R E M a
statement when incurred. RINTER
()  Borrowing costs (q) fEERA
Borrowing costs that are directly affributable to the acquisition, BEERWE a4 E—IET
consfruction or production of an asset that necessarily fakes a ERBREMHZERT RGN
substantial period of time fo gef ready for its infended use or A Er BEMEEZ EEK
sale are capitalised as part of the cost of that asset. A ThERMAEZIAEER DX
7N o
All other borrowing coss are charged fo the income statement PSSR ARTEE Z F
in the year in which they are incurred. B RAER o
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Thiz Technology Group Limited BRI EER AR

L)~

For the year ended 31 March 2006 ZERFZRA=+—RIEFE

3. PRINCIPAL ACCOUNTING POLICIES (confinved) 3. XEEHBE &)
() Revenue recognition (r)  UWARER
Revenue is recognised when the outcome of a transaction can WA 5 2 #E R AT AR SEdthET
be measured reliably and when it is probable that the ERERZIBERZH B LB
economic benefits associated with the transaction will flow to SIRATREMARE BRI T 5 &
the Group, on the following basis: ZERER

HEERZWAREmRZ

[i)  Revenue from sale of goods is recognised when the

significant risks and rewards of ownership of goods FRE 2 BRE S R Kk
have been fransferred to the buyers. CKEEZETE SR ®
R e

[il  Income from training services is recognised on a (i) FIRB 2 MARERE
straightline basis over the period of fraining. RIEFIEIAFERR -

(i) Interest income is recognised on a time-proportion fifi) LB AR B R b B B
basis, taking info account the principal amounts FARAREERE RERH
outstanding and the inferest rates applicable. KR ©
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Thiz Technology Group Limited BRI EER AR

For the year ended 31 March 2006 HEZZZERF=ZA=+—BILFE
4. TURNOVER 4. ERE
Turnover represents the invoiced value of computer products sold EEBEMEERERZERE U
and Group's linux based software and hardware products R SRR ELinux B4 FRE (2 m Al
distributed and fraining income, affer allowances for returns and FIA - WHRRE - TN ERE
discounts and net of value added tax. An analysis of the Group’s BERERZEHE AEEEERRHE
turnover and other income is as follows: A Z DT -
2005
—TTRF
HK$'000
THET
Turnover:— ]
Distribution of Group's DHAEHE
Linux based software Linux®X {4 4,376
Sales of computer products HEBKE M 8,483
Training income =N 5,474
18,333
Other revenue:— H At e A
Interest income ) B A 5
Sundry income FEIEYA 429
434
18,767
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SEGMENT INFORMATION
Segment information is presented by way of two segment formats: (i)
on a primary segment reporting basis, by business segment; and (i)

on a secondary segment reporting basis, by geographical segment.

The Group's operating businesses are structured and managed
separately, according fo the nature of their operations and the
products and services they provide. Each of the Group's business
segments represented a sirategic business unit that offers products
and services which are subject fo risks and refums that are different
from those of other business segments. Summary details of the

business segments are as follows:—

[a)  the software development segment engages in development

and sales of Linux based software and hardware products;

[b)  the computer products segment engages in B2B e-commerce

in respect of trading of computer products; and

[c)  the fraining service segment engages in the provision of

fraining services on Linux based software.

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

assefs.

BRI R E AR AT

TEERFZAZT-HILEFE

SERH
DERERARES
BARZEBNH
MWD B ZIREN R

BREEZRR

(ifR
ERELE  RKii)ik

AEBREZEBREBAXBEE R
PRt an A1 AR &1 0 2848 - WIS
B - AEEEEH O ERRERER
KR 2 KRG EA AL - WHRHAS
BBz BB EEBRTR - XB0 8
BT -

(a)  EMAFAESIE - KEBLinux B R
R EE dn 2 P B K E

il

b) EMEMDE UEERHEEL
ETHETAREERERE
=

7]

(c) EEFIRIEAHE
ol AR o

IR ftlinux B2

REEAREZMEHAEME - WA
TREFPMENE D - BERIREE
FRAEILE S -



Thiz Technology Group Limited BRI EER AR

LS =
For the year ended 31 March 2006 HEZZZERF=ZA=+—BILFE
5. SEGMENT INFORMATION (confinved) 5. 2¥EH (B
(@)  Business segments (a) EH2E
Software Computer Training
development products services Consolidated
RERAS EEER I 801 BR 75 we

2005

[Resfated|

(B&5))

HK$'000 HK§'000
TAL FHEL

Segment revenue:-  AEMA
Scles fo HET

extenal customers  SMNRAEF

Segment resuls PEER [7,167) [14,438)

Interest income MEKA 9
Unallocated income K 2B IA 429
Unallocated expenses & 2 BEf % (2,323

Loss from operation 8 & E5#8 (16,327)
Finance costs BERAK (883)

loss before fox K aER (17,210)
Tox A 16,172

Loss for the year ERER (23,382)
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For the year ended 31 March 2006

SEGMENT INFORMATION (continued)

(a)  Business segments (confinued)

Software
development

HERE

PRAE
APRARE

Segment assefs

Unallocated assets

RERGE

Total asses

PEAR
Unallocated liabilities & 7 B & &

Segment liabilfies

Total liabilifies BEEE
HipH
information:= EH
Depreciation il 1
Amortisation B

Other segment

Capital expendiie & AR5 %

Computer
products
BEER

BRI R E AR AT

5. 9¥RH (&)
() B8 E)

Training
services Unallocated Consolidated
1 R AR 35 RAE &8

2005 2005 2005
“TTR%E ZZTER% —ZThE
Restated)
(BE35))
HK'000 HK$'000 HK$'000
TET TAT TET
1,726 3,104
1,726 3,104
5,407 1,617
5,407 1,617
134 150
- 96
562 445
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Thiz Technology Group Limited

For the year ended 31 March 2006

5. SEGMENT INFORMATION (confinued)
(b)  Geographical segments
The following tables present revenue, assets and capital

expenditure information for the Group’s geographical segments.

BRI E AR AR

WMEH (&)

(b) AR
TREFANEEZRIINE D 2 U
A BERBRAXER :

Hong Kong Taiwan PRC USA Vieinam Others Consolidated
g EL L EfHE &8

2005 2005 2005 2005 2005 2005 2005

%55 s Sk St “2%0% Z3%5% St S Sk

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

ThT TR ThT Thn ThT Thn ThT
Seqment revenve:~ HEUA
Soles fo HET

external cusiomers HRER 834 4451 4783 2627 1,568 4070 18,333
Other segment EAR
information:- B

Segment assefs PREE 45,763 4694 7731 - - 1676 59,864

Copilcl expendilure ERRY 5,088 1,286 4249 = = - 10,623
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Thiz Technology Group Limited

For the year ended 31 March 2006 HE_ZZRF=ZA=+—RILFE

6. LOSS BEFORE TAXATION 6. BRBAEGIA

Loss before taxation is arrived at
after charging/crediting):-—
Cost of inventories sold
Cost of services rendered
Depreciation
Less: Amounts capitalised as
product development costs

Amortisation of product development costs
(included in general and
administrative expenses)
Minimum operating lease payments:—
land and buildings
Less: Amounts capitalised as
product development costs

Auditors' remuneration

Staff costs [excluding directors” emoluments):—
Salaries and other benefits
Pension contributions

Less: Amounts capitalised as
product development cosfs

Finance costs:

— Interest on convertible notes

— Inferest on convertible preference shares
— Interest paid fo a director

— Interest paid fo a spouse of a director

— Other finance cosfs

Impairment loss for bad and doubtful debts
Bad debts written off

Loss on disposal of fixed assefs

Net exchange loss

BRI B RE MR

(FEA) TIIBIE

BEFEKAR

REHRBRA

ik

W REMFMERA
BREAZEH

E fn 9 3% P 2 B 5
FIA—BRRITHAX)

ReBEZERENRE -
T RET
B REm R A
BREAZTH

ZEE ] &
BIRA(TBREFHSE) :
o RE AR
RIS G

B RE MR A
BREAZEHE

BEKK :
—ABRRERANE
— AR ST A B
—EEHEEMNE

- EERBEENS
—EmBERA

REEREER
HEETEERR
EXERFR

2005
—ZETREF
[Restated|
(gE7))
HK$'000
FHAT

10,169
461

836

[380)

456

1,306

2,295

[1,043)

1,252
252

13,945
1,012

14,957

(4,946)

883
1,757
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Thiz Technology Group Limited BRI EER AR

L g (C32

For the year ended 31 March 2006 HE-ZZRF-A=+—HLFE
7. DIRECTORS’ AND SENIOR EXECUTIVES’ 7. EFERERTBRARZHE
EMOLUMENTS
(a)  Directors' remuneration disclosed pursued to the GEM Listing (o) RIBEIZER EWREIREBAF]
Rules and Section 161 of the Hong Kong Companies BREIFE161E - ERZMEERE
Ordinance is as follows:— T
Salaries,
allowances Pension
Directors’ and other schemes 2006
fees benefits Bonus confributions Total
e R N3
ExHe Hith i@ 7l B RARGHEIE A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET THAT
Executive directors:- WTES
lin Chien Hsin REET = 536 = = 536
Wong Hoi Wong B = 1,115 = 12 1,127
Huang Wanzi i = 234 - - 234
Yuan Luke Tsu ZEF = 30 = = 30

Nonexecutive directorsi— JFEITEE :

Hsieh Yi Chen HEE 30 - - - 30

W Chico Ru R340 30 - - - 30

Independent BAUFERT

nonexecutive direclorsi— B E

li Zhe BA 60 = = = 60

Ko Ming Tung, Edward ~ BB R 60 = = = 60

Chu Wei Jen REE 60 - - - 60

Chu Meng Chi Ka# - - - - -
240 1,915 = 12 2,167
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i | I
For the year ended 31 March 2006 HE_ZZRF=ZA=+—RILFE
7. DIRECTORS’ AND SENIOR EXECUTIVES’ 7. EERERITHRARZHE

EMOLUMENTS (confinued) (%)

[a)  Directors' remuneration disclosed pursued to the GEM Listing (o) RIBBIZER EMRBREEAQF]
Rules and Section 161 of the Hong Kong Companies RBIE161R - EF S HE
Ordinance is as follows:— (continued) NN =)

Salaries,
allowances Pension

Directors’ and other schemes 2005
fees benefits Bonus contribufions Total
e mER —TThEF
ExHg H 18 B4 RIRGTEIHE &4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TR THET THET THET

Executive directors:— HITES -
Lin Chien Hsin WEH = = = = =
Wong Hoi Wong Tl = 1,115 = 12 1,127
Huang Wanzi R = 507 = = 507

Independent BRI

nonexective dieclors—  EF

i Zhe RE 60 = = = 60
Ko Ming Tung, Edward AR 60 = = = 60
Chu Wei Jen KB 30 - - - 30
150 1,622 = 12 1,784

There were no arrangements under which a director waived or MARFERBEFE  SIEEAES

agreed fo waive any emoluments, and no incentive payment nor HeAFAERREMAME 2 ZH - &

compensation for loss of office was paid to any director during the BRI RE N R R R 2 B

current and prior year. No share option was granted fo the directors XN TFEFAES - RAFERBESF

during the current and prior year. B - ERERR T EABRE -
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For the year ended 31 March 2006 HE_ZZE=-ZA=1+—RHILLFE
7. DIRECTORS’ AND SENIOR EXECUTIVES’ 7. EERERITHRARZHE
EMOLUMENTS (continued) (&)
(b)  Details of emoluments paid fo the five highest paid individuals b) RFERAMAZERSHFAL(BIE
during the year included two directors (2005: two directors) MEEE(CETRT  MEE
whose emoluments are sef out above. Details of remuneration 5)) & 2 FFEEFI L
of the remaining three (2005: three) highest paid employees RER - ARBZBT=%(Z
of the Company during the year are as follows: TThF ZR)BRSFEEZ

e 2 FEIFHIIMT

HK$'000
THET

890
35

Salaries, allowances and other benefits & -~ i B & E {th 43 7|

Pension schemes confributions BRIRET B R

925
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PENSION SCHEMES

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance, for all of those
employees who are eligible fo participate in the scheme. The MPF
Scheme has operated since 1 December 2000. Contributions are
made based on a percentage of the employees’ basic salaries and
are charged fo the income sfatement as they become payable in
accordance with the rules of MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in an
independently administered fund. The Group's employer contributions
vest fully with the employees when contributed into the MPF

Scheme.

The employees of the Company’s subsidiaries which operate in the
PRC are required to participate in a cenfral pension scheme
operafed by the local municipal government. The PRC subsidiaries
are required fo contribute a percentage of its payroll costs to the
central pension scheme. The cenfral pension scheme is responsible
for the entire pension obligations payable to all refired employees
and the Group has no further obligations for the pension payments

on postretirement benefits beyond the annual contributions.

The Group's contributions fo pension schemes for the year ended
31 March 2006 amounted to HK$1,011,000 (2005:
HK$1,024,000).

BRI R E AR AT

TEERFZAZT-HILEFE

B etE
AEBERBRFIEATER BRI -
REMBAERSEANBIZEEREM
FERRE G ATESRAEMET S (M58
BeFtEl) - REEEE
Fr-A—BRER - AEERESR
EXFeX—aotERER  REA
RIFsRIE D A BIAR RIE L HRE RN
BmRARR - BRI ZEEFR
BYUEEES  BAKEZEENH
FA - AEEpRESEEL 28
TEFEHREEBME °

—ZEET

RHBgE 2 RABIMBAR2ES
A2 EME T BRATERE 2B RENK

&8 - ZEFTEMBARART S
X—BotAFREREEFEHH
Ko PREKRSFEAXN2EBER
KEBZFAERKE - AEEHAR
FREEFAINZ RRERNEE

\

FE  AEEELRARSFEHR
1,011,000 (CFZFAF : 1,024,000
L) e



Thiz Technology Group Limited

BRI E AR AR

Hong Kong Profits Tax is calculated at 17.5 percent (2005:
17.5 per cent) of the estimated assessable profit for the year.
Taxation for other jurisdictions is calculated af the rates

prevailing in the relevant jurisdiction.
Note:

The underprovision of profits tax of HK$6, 172,000 arises because
the Inland Revenue Department (“IRD") disallowed the offshore claim
in connection with the distribution of Linux based software products
by the Company’s subsidiary, Thizlinux Laboratory Limited (‘TLL").

TLL was demanded by the IRD fo purchase tax reserve certificates
(“TRC") amounted to HK$6,172,000 which were due in November
of 2004. TLL failed to purchase TRC on time and thus the IRD issued
writ of summons against TLL in the District Court of Hong Kong for
claiming the aforesaid profits fax payable of HK$6,172,000 and
surcharge of HK$308,000.

Whilst the directors are of the view that TLL has sufficient ground and
concrefe evidence to substantiate the aforementioned offshore claim
and intend to appeal to the Commissioner of IRD against the
assessment, they consider it prudent to provide for profits tax and
surcharge demanded by the IRD.

For the year ended 31 March 2006 (ZE_TTRF=ZA=+—HILFE
9. TAXATION 9. MIA
(a)  Toxation in the consolidated income statement represents:— o) HZEWEZRATHBEREER :
2005
—ZETREF
HK$'000
FHIT
Current tax: EHIRIE ¢
Hong Kong 5%
— under provision in respect of —UNEFERBT R
prior years (note below) 2 T8 (LA T %) 6,172
Other jurisdictions HEM A EEER -
6,172
Deferred tax (nofe b) EEFRLIE (MY 5Eb) -
Income tax expense BIE X H 6,172

BRNGRIIRRBRAFE 2 A5 ER
B ARBIE17 5% (ZFTREF :
17.5%) 5t 8 - Bft eDEE R 2 HIA
BIREMEREDEE -

6,172,000/ 70 2 MSH 2 N E TR
BRIRFARENEA R ZSMHAE
R a] ([BNEs 248 )) pho0 $Hlinux@l (FEdm e
HEBEF AR AR RS ©

BNiS RS R BB B 86,172,000
BN =TT MFE+— AEIHZ FEH
([FEBiZ7]) o BB ZRATR BEARRS I8 B 7
% Bt - HBREEEBH A RENE
AL ARME L ENTSER
6,172,0007 7T K Fff hn % 308,000 7T -

BEEERRAEARAGRNEENEL
BREASH DRBERIR AT R - YA R
arr AR RER LR - ERER A
BRGRMmERZ SRR INE DEEE
28 e
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Thiz Technology Group Limited

BRI R E AR AT

For the year ended 31 March 2006

9. TAXATION (continued)

9. Wm| (&)

[a)  Taxation in the consolidated income statement represents:— (o) HEWSZERATRBHEER @ (&)
(continued)
2005
—TTRF
HK$'000
(restated)
TERT
(& E5)
Tax expense for the year can REFZHRIEA
be reconciled as follows:— XHEEROT
Loss before tax B 750 Bl 5 48 (17,210)
Tax effect at Hong Kong profits tax 117 5%z BEE NS
rate of 17.5% MERFAEZRBZE (3,012)
Tax effect of non-deductible expenses/  NAI IR~
fax exempt revenue RBRAZ R E 471
Tax effect of unrecognised general HARERREIE—
provision for doubtful debts BB E 270
Tax effect of unrecognised tax losses AERREBEBR R E 1,735
Tax effect of different fax rate of REMBNEEEREE
subsidiaries operating in other pd )= MNCIRN GRS
jurisdictions TE 72
Tax effect of utilisation of unrecognised B A R FER L IE & 18 2
fax losses M E (141)
Tox effect of unrecognised decelerated 7K #E 5 8k iR 0. 7t 58
tax allowances ZHRIGETE 2
Underprovision for deferred FEREREREZ
fax in previous year ™R 603
Under-provision for current fax in NEEERAEHREZ
respect of previous years NREHE 6,172
Tax expense BIE X H 6,172
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Thiz Technology Group Limited BRI EER AR

L g (C32

For the year ended 31 March 2006 HE_ZZERFZA=Z+—RILFE
9. TAXATION (continued) 9. WIE (&)
(b)  The components of deferred tax assets/(liabilities) are as b) EEFHRBEE, (BE) 24K
follows:— DU
Unutilised Product

tax development

losses costs Total
*EA ERMAR
REGR BE et
HK$'000 HK$'000 HK$'000
TET THETT TET
Ai 1 April 2004 RZZEEMEF
MmA—H = = =
Credit (charge) REEZEFTA
for the year (&) 1,458 (1,458) =
At 31 March 2005 R_ZEELF
=A=+—H 1,458 (1,458) =
Credit charge) REEFEFTA
for the year (F0kR) 1,981 (1,981) =
At 31 March R-EEREF
2006 =R=+—H 3,439 (3,439) -
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Thiz Technology Group Limited BRI EER AR

mﬁ .

For the year ended 31 March 2006 HE_ZZRF=ZA=+—RILFE
9. TAXATION (continued) 9. M| (&)
(b)  The components of deferred tax assets/(liabilities) are as b) EEFRIEEE(BE) 2HEK
follows:— (continued) DT (4B)
The components of unrecognised deductible/(taxable) RER AT, (ERF) BhEE=E

tfemporary differences are as follows:— s

2005
—ETERF
HK$'000
FHET

Deductible temporary difference (note (i)) BT 0754 & Bf 1t 2= 2 (B 5% (i)
Unutilised tax losses RE)AFIEEE 41,227
Decelerated tax allowances R o 58 57
General provision for doubtful debts RIE—MREE 6,738
48,022

Taxable temporary difference (nofe i) F& =R A & BRF 1 2= 2 (B 5 (i)

Accelerated tax allowances HN R % 3 58 (90)

47,932
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Thiz Technology Group Limited

For the year ended 31 March 2006

9. TAXATION (continued)

(b)

The components of deferred tax assets/(liabilities) are as

follows:— (continued)

Notes:

(i

(i)

Deductible tfemporary differences have not been recognized
in these financial statements owing to the absence of
objective evidence in respect of the availability of sufficient
taxable profits that are expected to arise 1o offset against the

deductible temporary differences.

The unutilised tax losses accumulated in the PRC and Taiwan
subsidiaries amounted to HK$34,516,000 (2005:
HK$21,871,000) would expire in five years from the
respecfive year of loss. The utilitised tax losses accumulated in
the Hong Kong subsidiaries amounted to HK$33,950,000
(2005: HK$19,356,000) can be carried forward indefinitely.
As 31 March 2006, tax losses aggregated to
HK$12,690,000 (2005: HK$5,033,000) has been

recognised as deferred tax assets.

Taxable temporary differences have not been recognised in

these financial statements owing fo immateriality.

BRI E AR AR

9. Wm| (&)

b SEEREEE (BE) ZHAEKE
DT - (&)

it -

(i)

(i)

RN REURE A ETAH
B 2 FERRBUE M R AHCEH AT
2 B IEER - Bl
REATSIRR AR AT HI B
HER -

HERAENBARREZR
B AIEEIE34,516,000/
TT(ZEZREF : 21,871,000
BT IBRE B 2 BREER
TERNEm - TEHTBARR
Bz R AHRABR
33,950,000 (ZEZFH
£ 1 19,356,000/%7T) Al &
REA%EE - R=BTRNF=A
=S +t—HBREBEAH
12,690,000 (ZEZHh
£ : 5,033,000/ 7T) 2 #ER
REETIAEE -

B R SR R B 2 B R
A - HO AR T R AT
RULIER -
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Thiz Technology Group Limited

—

™

For the year ended 31 March 2006

10.

12,
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LOSS ATTRIBUTABLE TO SHAREHOLDERS
Of the Group's loss attributable to shareholders, a loss of
HK$13,815,000 (2005: HK$24,998,000) has been dealt with

in the financial statements of the Company.

DIVIDEND
No dividend has been paid or declared by the Company during
the year (2005: Nil).

LOSS PER SHARE

The calculation of basic loss per share for the year ended 31
March 2006 is based on the loss affributable to equity holders of
the Company of HK$31,700,000 (2005: HK$23,152,000
[Restated)) and the weighted average of 306,167,160 (2005:
231,716,676] ordinary shares in issue during the year. The
number of ordinary shares for 2005 previously disclosed has been

adjusted for the share consolidation during the year ended 31

March 2006.

No diluted loss per share is presented as the outstanding share
opfions, convertible notes and convertible preference shares were

antidilutive.

BRI R E AR AT

Y B
A

B

10.

12,

ZREZA=ZT—RIEFE

RS 5K FE 44 5 4R
ERREEAEEER S
13,815,000 8L (ZETRF :
24,998,000/87T) B RN AR RIE 15
WRMEE

B2
ARABRAFER G IKEFERE IR

BRE(CZTRF 8 o

BREBIR
REBE_ZTRF=_A=1t—HLF
B - SRERERIVRARRBRAES
B AEEEE31,700,0008 T (= F
TRF : 23,152,000% 7T (EE))
BAFRNE BT E BRI R
306,167, 160K (ZTTHF:
231,716,676B) 51 HE - HFHRE2 =
TTRFERRMELEHNEES
EREF=ZA=T—RLEFEZENR
BHELEREE -

A

np

o]

R ARITE 2 B - ATBRRRER
AHREERRAREEZE - AL
B2 SREEER -




Thiz Technology Group Limited BRI EER AR

For the year ended 31 March 2006 HE_ZZERFZA=Z+—RILFE

13. FIXED ASSETS 13. BIERE
Furniture
Computer Office and Motor
equipment equipment fixtures  Vehicles Total

BRER WOERE RIRRE Fal | #it
HK§000  HK$000  HKFO00  HK$'000  HK§000
TET TEL TEL TEL TEL

The Group A&E

Cost:— B
Al 1 Apiil 2004 R-_ZTNENA—H 1,338 908 514 185 2,945
Additions NE 281 640 687 = 1,608
Disposals HE = (63) (227 - (290)
At 31 March 2005 R-EERF=A=1—-H 1,619 1,485 974 185 4,263
Additions NE 1,039 182 298 57 1,576
Disposals HE (57 4) - - (61)
At 31 March 2006 RZEZXE=RA=1+—-H 2,601 1,663 1,272 242 5,778

Aggregate depreciafion:- ZithhE
At 1 Apiil 2004 RZZTNENA—H 809 274 195 54 1,332
Charge for the year AEEHE 396 284 125 31 836
Wilen back on disposals HERD - 15) (93) - (98)
At 31 March 2005 RZZZRE=A=1—H 1,205 553 227 85 2,070
Charge for the year REEHE 414 245 216 39 914
Wiiten back on disposals HERD (57) (4) - - (61)
At 31 March 2006 RZEERE=R=1+-H 1,562 794 443 124 2,923

Net book value:- RHFE
At 31 March 2006 RZEERE=A=+—-H 1,039 869 829 118 2,855
At 31 March 2005 R_ZZRF=A=1+—H 414 032 747 100 2,193
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Thiz Technology Group Limited BRI SR E AR AR

M
For the year ended 31 March 2006 HE_ZZRF=ZA=+—RILFE
13. FIXED ASSETS (continued) 13. BERE (&)
Furniture
Computer Office and
equipment  equipment fixtures Total
ERERFE MWOERE KRLRKRE &t
HK$'000 HK$'000 HK$'000 HK$'000
THT FHT THT THT
The Company KA T
Cosf:~ B
At 1 April 2004 R-ZZTWEMA—AR 135 13 57 205
Disposals e - - (57) (57)
At 31 March 2005 RZZEZERF=A=+—H 135 13 = 148
Additions NE = = = =
Disposals HE (8) - - (8)
At 31 March 2006 R-EERF=A=1+—H 127 13 - 140

Aggregate depreciafion:—  R&HHTE

At 1 April 2004 R_ZEEWNFEMA—H 96 9 18 123
Charge for the year REEHE 36 3 3 42
Wihitten back on disposals & # = - - (21) (21)
At 31 March 2005 R-ZEZhFE=A=+—H 132 12 = 144
Charge for the year REFHE 3 ] = 4
Wiitten back on disposals (& # [l (8) - - (8)
At 31 March 2006 R-EBERF=A=+—H 127 13 = 140
Net book value:- REFE

At 31 March2006 H-ZEXE=A=+—H - = - -

At 31 March 2005 RZZTRF=A=+—H 3 1 = 4
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Thiz Technology Group Limited

BRI E AR AR

For the year ended 31 March 2006

14. INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost
Amounts due from subsidiaries

Amounts due fo subsidiaries

Provision for impairment loss

The amounts due from/to subsidiaries are interestfree, unsecured

LAY » BAKA
& M5 B B8 2 B R IA
J& < Y B8 B R IR

BB

and have no fixed terms of repayment.
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SEEAFZASH-ALEE

14. FRGMBATIZER

The Company
FnFE
2005
—FTLE
HK$'000
FET
21
63,097
(24)
63,094
(31,800)
31,294
JEYTEINHIB AR RS - &
HEHR 2 3 45 [ iE R AR




Thiz Technology Group Limited

For the year ended 31 March 2006

—

™

14. INTERESTS IN SUBSIDIARIES (confinued)

BRI R E AR AT

Y B
A

B

ZREZA=ZT—RIEFE

14. FRiEMBATRZHE (&)

The details of the subsidiaries are as follows:— MEBARZFHBAT :
Place of Nominal value Percentage
incorporation/ of issued of equity
registration and  ordinary shares/ attributable to
Name of company operation registered capital the Company Principal activities
B BRTEHER /N
CIEL BERRERBR HEMEFEE BiERERSL FERE
Direct Indirect
E& &
Thiz Technology Group Holdings ~ Bitish Virgin Islands US$100 100 - Invesiment holding
Limited RBRARS 100% 7T REER
Thizlinux Inc. British Virgin lslands US$1 - 100 Investment holding
ABRARS B REER
Thizbiz Inc. British Virgin lslands US$1 - 100 Investment holding
ABRARS B REER
Thiz. Com Inc. British Virgin Islands 1S$200,000 - 100 Investment holding
RBRARS 200,000% 7T REER
Thiz.Com Hong Kong HK$10,000 - 100 Investment holding and
{Hong Kong) limited B 10,000% 7 provision of management
BRI i (B) services
BERAA REERRRAER
R
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Thiz Technology Group Limited BRI EER AR

X

For the year ended 31 March 2006 HE_ZZERFZA=Z+—RILFE
14. INTERESTS IN SUBSIDIARIES (confinued) 14. FiiiMBARZHE (&)
Place of Nominal value Percentage
incorporation/ of issued of equity
registration and ordinary shares/ atiributable to
Name of company operation registered capital the Company Principal activities
BRI BRTEHER AT
LFER BERRERBE EMEF@EE BiERERSL FERH
Direct Indirect
BEE &
PC Media, Inc. United States of America  US$50,000 - 100 Dormant
= Common stock EERK
50,000% 75
Thiz Design Group limited Hong Kong HK$10,000 - 100 Provision of management
BB 10,0005 7T services
RH{EEERS
Thizlinux Laboratory Limited Hong Kong HK$10,000 = 100 Development and sales of
HE R GRAER DA B8 10,0007 1T Linux based software

products and provision of

related training services
B 3 T 4 6 Linuxel 4 28 o
R B BIE RS
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Thiz Technology Group Limited BRI SR E AR AR

_—
Notes-h

™ /e

| -
For the year ended 31 March 2006 HE_ZZRF=ZA=+—RILFE
14. INTERESTS IN SUBSIDIARIES (confinued) 14. FREMBARZEE (7)
Place of Nominal value Percentage
incorporation/ of issued of equity
registration and  ordinary shares/ attributable to
Name of company operation registered capital the Company Principal activities
B BRTEHER /N
CIEL BERRERBR HEMEFEE BiERERSL FERE
Direct Indirect
BEE M
Thizbiz Global Trade Limited Hong Kong HK$10,000 - 100 Development, sales
HEESERAR BB 10,0007 1T and distribution of Linux
based software and
hardware products
R HE R D Hlinu
YREMEMR
Thiz Electronics Company Limited  Hong Kong HK$10,000 = 100 Dormant
MREFRRERAF B 10,0008 7T TEXK
The Investment Exchange Limited ~ Hong Kong HK$10,000 - 100 Dormant
RERSMEBERATA Bk 10,0008 7T TEXK
The Recruitment Database Limited ~ Hong Kong HK$10,000 - 100 Dormant
BREFRAF Bk 10,0008 7T TEXK
Thiz.Com (China) Limited British Virgin lslands US$1 - 100 Dormant
RBRARS [E EEXK

[ N NojcRoNoN N N N NoNojoNoN N N N NoNoNoNoN N N N NONONONON N N N NoNooNoN N N N NoNoNoNoN N N N NONONONON N N N J ]]]



Thiz Technology Group Limited BRI EER AR

X

HE_ZZERFZA=Z+—RILFE

For the year ended 31 March 2006

14. INTERESTS IN SUBSIDIARIES (continued) 14. FRihMBATRIZER (&)

Place of Nominal value Percentage
incorporation/ of issued of equity
registration and ordinary shares/ atiributable to
Name of company operation registered capital the Company Principal activities
BRI BRTEHER /|
LFER BERRERBE EMEF@EE BiERERSL FERH
Direct Indirect
E# &
Insfitute of Thiz Technology limited ~ Hong Kong HK$100,000 - 100 Provision of training
HERHERERAA BB 100,000/ 7 services on linux
based software
R lnod i 2 BIIRS
EEAFHEMAETERE  Taiwan NT$1,700,000 - 100 Development of linux based
BERARIZED AT =) 1,700,000%1 & & software products and
sales of computer and
Linux based products
R L 1 Em R E
B 1 R LinuxiE
Beijing Thizlinux Software Co, PRC US$250,000 = 100 Development of Linux
Limited H 250,000% 7T based software products
Jb 7R B A fE 52 BT 8 44 R B Linuxd 1 E i
BERAA
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Thiz Technology Group Limited BRI SR E AR AR

_—
Notes-h

™

For the year ended 31 March QOO;; ﬁ:’%:;’;ﬁ%*\iiﬂiﬂ'—ﬁiifg
14. INTERESTS IN SUBSIDIARIES (confinved) 14. iEMBARZEE (&)
Place of Nominal value Percentage
incorporation/ of issued of equity
registration and  ordinary shares/ attributable to
Name of company operation registered capital the Company Principal activities
B BRTEHER /N
CIEL BERRERBR HEMEFEE BiERERSL FERE
Direct  Indirect
E# M
Thizlinux Software (Shenzhen) PRC US$1,250,000 - 100 Sales of Linux based
Company Limited e 1,250,000% 7T Sofiware and hardware
B E (R FR A products and provision of
training services on
Linux based software
HELnuE B 1 Em R
B Bt Linwd 1 2 35 3
R
Beijing Thiz Junye Software PRC US$150,000 = 100 Development of Linux based
Co, ltd B 150,000% ¢ software products and
ERIERERGERAA provision of fraining
services on Linux based
software
7 B Linuxd 4 2 @ )
B Bt Linuxd 1 2 32 3
R
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Thiz Technology Group Limited

For the year ended 31 March 2006

14. INTERESTS IN SUBSIDIARIES (confinued)

BRI E AR AR

L g (C32

S

14. FRiEMBARZHE (&)

Place of Nominal value Percentage
incorporation/ of issued of equity
registration and ordinary shares/ atiributable to
Name of company operation registered capital the Company Principal activities
BRI BRTEHER /|
LFER BERRERBE EMEF@EE BiERERSL FERH
Direct Indirect
E# &
Dalian Thizlinux Technology PRC RMB1,000,000 = 90  Development and sales of
Institute Co, Limited B AR#1.000,0007T linux based software
RB NG e B 8 products
W7k B R A A B 3 T 4 6 Linuxel 4 28 o
AERHARABEEKM  PRC RMB200,000 - 90 Provision of fraining services
BilER F AR #200,0007% on Linux based software
R lnod it 2 BIIRS
LR RAE S PRC US$150,000 = 100 Provision of fraining services
BRAF H 150,000 7T on Linux based software
Rt lnod it 2 BIIR
Thizlinux Software (Kunshan) PRC US$150,000 - 100 Development of Linux
Company Limited h 150,000% 7t based software products

e M ER Bt (B
BRAA

B 2 Linuxék (4 £
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Thiz Technology Group Limited

Notes

For the year ended 31 March 2006

15. PRODUCT DEVELOPMENT COSTS

Cost:—
At 1 April 2004
Additions

At 31 March 2005
Additions

At 31 March 2006

Aggregate amortization:—

Ai 1 April 2004
Charge for the year

At 31 March 2005
Charge for the year

At 31 March 2006
Net book value:—
At 31 March 2006

At 31 March 2005

R-ESREZA=+—H

RET S -

RZZEZWFEMPA—H
N2 SE

R-_BEZRAF=A=+—H
AN

R-ESREZA=+—H

FREDF(E

R-ESREZA=+—H

R-_ZERF=RA=+—H

BRI R E AR AT

WE-FEAF=A=+-ALER

15. ERMAR/E

HK$'000
FHET

7,568
9,359

16,927
11,022

27,949

1,706
1,306

3,012
2,341

5,353

22,596

13,915
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Thiz Technology Group Limited BRI EER AR

For the year ended 31 March 2006 BE_ZZERF-A=+—BLHEE
16. GOODWILL 16. &
HK$'000
FETT
Cost: B
At 31 March 2005 and R-ZEZRF=A=+—HR
31 March 2006 —ZEEXRE=A=1+—H 686
Aggregate impairment: ZETRE -
At 31 March 2005 and R-ZEZRF=A=+—HR
31 March 2006 —EEXFEF=A=+—H (686)
Net book value: BRHEFE -
At 31 March 2005 and R-ZEZRF=A=+—HR
31 March 2006 —ZEEXRE=A=1+—H =
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Thiz Technology Group Limited

For the year ended 31 March 2006

17. INVENTORIES

linux based software products

package
Phone cards and product

package

Software training manuals and

materials
Computer hardware and

accessories

LinuxEL 1 EE mE 2

BEERRERER

B 55 B B BA XX 1 B b Rt

B R A

BRI R E AR AT

17. #8

2,436

10

30

53

2,529
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Thiz Technology Group Limited BRI EER AR

For the year ended 31 March 2006 HEZZZERF=ZA=+—BILFE

18. TRADE RECEIVABLES 18. B ARIR
The Group's trading ferms with its customers are mainly on a cash- AEERTPZRSHERTEREE
on-delivery basis, except for major customers, where an average 5 - TEFEF A4 T FH30H
credit period of 30 days to 60 days is normally given. ZO0HZIEER -
The following is an aged analysis of trade receivable (net of REEE B 2 RKERIE (B KRR EE
impairment losses) at the balance sheet date: 18) ZBREATIT

2005

—TTRF

HK$'000

FET

0 - 30 days 0z 30H 144
31 =60 days 312 60H 24
61 - 90 days 61290H 11
91 - 180 days Q12 180H 21
181 — 360 days 1812 360H 19
Over 360 days 3608 A & 33,102
33,321

Included in the above frade receivables is HK$25,350,000 due L EKREERIERE K Prewell
from Prewell Infernational Limited (“Prewell”) which exceeded 8% of International Limited ([Prewelll) Z k38
the market capitalisation of the Company as at 31 March 2006. 25,350,000 7 * ZEFHEBNRAR
ARZZETAF=ZA=t+—HAmMEZ

8% o
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Thiz Technology Group Limited

For the year ended 31 March 2006

18.

19.
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TRADE RECEIVABLES (continued)

The above-mentioned frade receivable represents arrears in fee from
distribution of the Group's linux based software products due from
Prewell to a subsidiary of the Company, TLL, under a software
distribution agreement dated 1 February 2002 entered info
between TLL, Prewell and Elitgroup Computer Systems. The amount
represents a net amount of the aggregate frade receivable in the

sum of HK$50.7 million less estimated impairment losses.

The directors confirm that the above transaction was entered in the
ordinary course of business and on normal commercial terms. A
credit term of 30 days was given and the amount was interest free,
unsecured and repayable on demand. Prewell is an independent
entity not connected with any direcfors, chief executives, substantial
shareholders or management shareholders of the Company and its
subsidiaries and any of their respective associates, as defined under

the GEM listing Rules.

CASH AND BANK BALANCES

At 31 March 2006, included in the Group's cash and bank
balances were amounts of approximately HK$948,000 (2005:
HK$315,000) denominated in Renminbi (‘RMB”) and kept in the
PRC. RMB is not freely convertible info other currencies, however,
under Mainland China’s Foreign Exchange Control Regulations and
Administration of Setflement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange

business.

BRI R E AR AT

il

HE—

18.

19.

A

ZREZA=ZT—RIEFE

B ARIR (&)

ot W PR TR R AR B BN B R AT -
Prewell & Elitgroup Computer Sysfemsi®
R CF AR ZEH
5% - Prewell #RAREZ B A
BB RATR B 20 A BLinux BFE
mBRAZ KRR ZEEAREYIRE
#%850,700,000 BTt 2 BIEE

8

EEWR PR SRR —MBEER
FR BB EBREIL - Wi TI0BZ
EEH  MEBFREBELEE - BER
REREKERER o Prewell RBUE
B BAARARENBAREMNE
E FETHRAE  FERE BE
EBRER R RER B 2 EMBMEAL(E
ERAIFR TR B -

BeRBTRE

R-ZBZREF=RA=+—H FT&EEZ
B RIRTTEFH#948,0008 T (=
ZEZRF : 315,000%7T) AARKE
(TARBD &5 XEHRHE - AR
AR Al REMER - A - ARIE
RESNEEIRRTE RAEE - SERNE
BEMRTE  AEEAEEEREBETIN
ERH 2 RITHIMARB REMER -



Thiz Technology Group Limited BRI EER AR

For the year ended 31 March 2006 HEZZZERF=ZA=+—BILFE

A

20. TRADE PAYABLES 20. EfRIA
RAEE R 2 ENIRIEZ AREAITIAT -

The following is an aged analysis of frade payables af the balance

sheet dafe:—

2005
—EERF
HK$'000
TET

0 - 30 days 0z 30H 58

31 =60 days 312 60H =

61 =90 days 61290H 1,304

91 - 180 days 91& 180H 675

181 = 360 days 1812 360H 26

Over 360 days 360H A £ ]

2,064
21. AMOUNTS DUE TO DIRECTORS 21. BEREERE

(@)  The amount due to Mr. Lin Chien Hsin of HK$4,307,000 o) B MREH KX EZRE
(2005: HK$6,652,000) is unsecured, interest-bearing at 4,307,000 (ZEZRHF :
prime rate calculated on a monthly basis (2005: Nil) and 6,652,000/%7T) + JHEERA -
repayable on demand. Interest charged during the year BRESNEFE (RAEREE
amounted to HK$309,000 (2005: Nil). TE) (CETREF D) RER

BERER - XFEENFNER
309,000 (ZEZRHEF :
Z) -

(b)  The amount due to Mr. Wong Hoi Wong of HK$2,000 b) EREIRLEZFKIA2,000%
[2005: Nil) is interest free, unsecured and repayable on T(CEEERRE D) HRE
demand. EIRARRIRERER

22. AMOUNT DUE TO A SPOUSE OF A DIRECTOR 22 B EFEBREA

The amount due is unsecured, interest bearing at prime rate FEN 2 RIATH AR - IR BEH X

calculated on a monthly basis (2005: Nil) and repayable on AR (RAREEREENE) (C2TRE

demand. Inferest charged during the year amounted to HK$ 148,000 D) RFRERER - NEREMAE

(2005: Nil). #148,0008 7T (ZEETRF : T) ©
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For the year ended 31 March 2006

23. SHARE CAPITAL

Authorised:
Ordinary shares of HK$0.01 each
[the “Ordinary Shares’| at 1 April 2004

Increase in authorised capital

Ordinary shares of HK$0.01 each
at 1 April 2005
Increase in authorised capifcl

Share consolidation

Ordinary shares of HK$0.1
each at 31 March 2006

Non-vofing converible preference
shares of HK$0.01 each
"Preference Shares’)
created during the year ended
31 March 2005 and
at 1 April 2005

Increase in authorised capital

Share consolidation

Non-voting convertible
preference shares of
HK$0.1 each
at 31 March 2006

[ N NojcRoNoN N N N NoNojoNoN N N N NoNoNoNoN N N N NONONONON N N N NoNooNoN N N N NoNoNoNoN N N N NONONONON N N N J ]2]
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23. B F
Number of shares HK$’000
BB A TET
AT
BREECOIBTZERR([EEKRI)

RZZEZTMFMA—AH 5,000,000,000 50,000
AR 1,000,000,000 10,000
SREECOIBTZ L AR

RZZEEREMA—A 6,000,000,000 60,000
AR AL AN 2,000,000,000 20,000
iguR=Xiit (7,200,000,000) -
SREECIETZEER

RZBBRE=ZA=+—-H 800,000,000 80,000
BRAEMBCOIBTL

EREEABRELK

([BERDRBE_TZLF

ZR=t-BLEFEER

R-_ZETLAFWA—H

2,000,000,000 20,000
EE R 2,000,000,000 20,000
R & B (3,600,000,000] =
SREE0.1ETZ
ERFRETRERELR
R-BERE=A=+—-H
400,000,000 40,000




Thiz Technology Group Limited BOES RIS B AR A 7]

For the year ended 31 March 2006 HE_ZTZERF=ZA=1+T—HILFE
23. SHARE CAPITAL (continued) 23. &% (&)
Number of shares HK$’000
K& A THET
Issued and fully paid:— BETRAR
Ordinary shares of HK$0.01 each SREE0OIB Lz L@k
at 1 April 2004 RZZTNFMA—H 2,041,114,400 20411
Rights issue of shares B 1n 2 fit i 1,020,557,200 10,206
Ordinary shares of HK$0.01 each SREE0OIE L L@k
at 1 April 2005 R-_ZEEREFEMNA—H 3,061,671,600 30,617
Share consolidation W15 A B (2,755,504,440) -
Ordinary shares of HK$0.1 each SRE{EO. 18T Z & HA
at 31 March 2006 R-ZEEREZA=1+—H 306,167,160 30,617
Non-vofing converfible preference R-ZZZREMA—H
shares of HK$0.01 FREECOIE T EREHE
each at 1 April 2005 QRSP - -
Issued on 26 May 2005 R-_EZRERA -+ HEE 400,000,000 4,000
Issued on 9 December 2005 RZEZERF+_ANBHEET 3,000,000,000 30,000
Share consolidation i & bf (3,060,000,000) -
Classify as liabilifies and equity REBEGHEREREER
components under HKAS 32 BEEERHS
[see note b) (RHzED) - (34,000
Non-voting convertible preference R-_ZEXE=A=+—H
shares of HK$0.1 EREEOIETZERTE
each at 31 March 2006 A 368 % 12 5 A% 340,000,000 -
At the annual general meeting of the Company held on 30 RZEZAFNAA=THRITZER
September 2005, shareholders of the Company passed all FIRERAEAS F - AATIEERS
ordinary resolutions, among others, (a) fo increase in the authorised BT ERESR (EhatE) o)
share capital of the Company from HK$80,000,000 to ARABZEEMRZAH 80,000,000 7T
HK$120,000,000; and (b) to consolidate every 10 ordinary #2120,000,0008 7 : R(b)EAD
shares of HK$0.01 each in the issued and unissued share capital of TR BT R ARBITRARE 0%
the Company into 1 ordinary share of HK$0.10 each and to EEAE0.01 BT T EES A IRE
consolidate every 10 non-voting convertible preference shares of REEARO. 108 T2 BB - WA
HK$0.01 each in the issued and unissued share capital of the NAIR BT RRETHRAREZI0RE
Company into 1 non-voting convertible preference share of BEEEA0.01 BT 2 ETE R al ik
HK$0.10 each. BEREHAREREERO. 10T
IR R ARARE ST AR o
Since 3 October 2005, the ordinary shares of the Company have —ZEERFTA=AE ARAE
been traded in board lots from 10,000 to 20,000. B —FRZMEHT0,000%E=
20,0008% °
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Thiz Technology Group Limited

For the year ended 31 March 2006

23. SHARE CAPITAL (continued)

Note:

(al

The Preference Shares are unlisted and were issued at a total
consideration of HK$35,200,000 (par value of HK$34,000,000).

Their rights, privileges and restrictions are set out below:

Dividend
The holders of the Preference Shares shall be entitled to receive a
fixed cumulative dividend at the rate of 2.0% per annum at its issue

price.

Conversion Rights

From the date of the issue of the Preference Shares and up fo a
period of 3 years thereafter, if at any day the average of the closing
prices of the Ordinary Shares quoted on the Stock Exchange over
the preceding 30 consecutive dealing days is 200% or above of the
issue price of the Preference Shares, either the Company or the
holders of the Preference Shares may within 7 days by written nofice
to the other party request for conversion of the Preference Shares into
Ordinary Shares. If the conversion right is not exercised within the 7-
day period, such right will automatically lapse affer the 7-day period.
Save for the aforesaid, the holders of the Preference Shares have no
right fo request the Company fo convert the Preference Shares into
Ordinary Shares. After the third anniversary of the issue date of a
Preference Share, the Company shall be entitled (but not obliged) to

convert the Preference Shares into Ordinary Shares.

Conversion Ratio

Conversion will be af 1 Ordinary Share for each Preference Share in
all cases of conversion (subject to adjustments in the event of, inter
alia, subdivisions or consolidations of the Ordinary Shares and/or

the Preference Shares).

BRI R E AR AT

L)~

—EERFZA=ZTBHLEE

23. B & (&)

et

(al

BEKRILE LT  WREAKE
35,200,000#% 7t (E{E 34,000,000
FBTT) BT o ELREA - R KRR S0
T

’RE
BEBFFE ABRUNBERZETE
BESR2EWEEE RERS

B
BETEERZ RESFHE - mn
Efa]— R B 32 P PR 2 A& A& SO 1A

R 5 HE B HE FEEESK
BB EITEZ200% - AAH
HEBEBIFE A ZER—AR7H
MEFBMS — 77 BB
EBA o IR B ZHIR A
1718 NN B2 HIR 218 8
BRI - B EXPN - BERSFE
ANERZRANB BB E R
% - BERBEITRH=RAFR - AR
AR (BERD) SEERESER
% o

BiREE =
PR RIS A S AR B e A | IR E R
B(EERBERHEEESFHE

FZ BN (BIREA) TA THE) -
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For the year ended 31 March 2006

23. SHARE CAPITAL (continued)

Note: (continued)

(al

]24 (N N N NonoNoNoN N N N NONoNONON N N N NONONONON N N N NONCONoNON N N N NoNoNONON N N N NONONONON N N N NONORONON N J

(continued)

Conversion Restriction

Each holder of Preference Shares may exercise his Conversion Right
(when such right arises) in whole but not in part to convert all his
Preference Shares into Ordinary Shares. No fractional Ordinary
Shares shall be issued upon conversion of the Preference Shares. In
the event of any fraction of a whole number of Ordinary Shares in
the case of a conversion, such fraction shall be rounded down to the

nearest whole number of the Ordinary Shares.

Transferability
The Preference Shares are fransferable with the prior consent of the
board of Directors and subject fo the requirements of the GEM Listing

Rules.

Voting rights
Holder(s) of the Preference Shares shall not be entitled to attend or

vofe at any general meeting of the Company.

BRI E AR AR

s o —
2

]

Al

23. B & (&)

Kt : (&)
(o)  (#)
2 IRPR

BEERITE AR REENAI R DT
158 ELHA R (R A2 IR - ARS
HEFrAREBESRAEEK - T8R
HEIRERRETTN T o M
B ELEATHEB - AT
AR ARREIL 2 BEE B

M
BEENEEESEERERETE
FERETRAZREZIER T A T

ans

AR °

BEE
BIEEFB AT EBHREAARZE
AIRRAEHNE ERFZ R o

ii—

TERFZA=+—HIFE



Thiz Technology Group Limited BRI SR E AR AR

For the year ended 31 March 2006 HE_ZZRF=ZA=+—RILFE
23. SHARE CAPITAL (continued) 23. B #F (&)
Note: (continued) Hia - (&)
(b)  The Preference Shares recognised in the balance sheet is calculated b) REEEBERANERZEBELERIIZIA
as follows: THRFE
HK$'000
TET
Proceed:s from issue of the TR PASRIA
Preference Shares 35,200
Equity component at dates of issue A EAT B 2w K 5 [6,541)
Liability component on initial RETHOITERR 2
recognition af dafes of issue BEXS 28,659
Interest charged for the year RBE_ZERF=A=+—H
ended 31 March 2006 IEFEXHZ LS 996
Liability component RZZETRF=A=+—8H
at 31 March 2006 ZEBEXD 29,655
The inferest charged is calculated using the effective interest rafe X Z MBI BB EREITARE
method by applying the effective interest rates of 7.75% and 9.5% to B D7 .75% /9 .5% 2 BERFHIZE
the liability components since the Preference Shares were issued. AR E -
The fair value of the liability components of the Preference Shares at BEKRZBERON_TTF=R
31 March 2006, determined based on the present value of the =+ — B2 AHETRBMEERRER
estimated future cash outflows discounted at the prevailing market DMEIRAES Bz —BEE AR
rate for an equivalent non-convertible loan af the balance sheet date, ERz RIS ENE 2 REE
approximates the carrying valve. E - EHREERS
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HE_ZZERFZA=Z+—RILFE

For the year ended 31 March 2006

24. SHARE OPTION SCHEME 24. MBRHEER

Pursuant fo ordinary resolutions passed on 5 August 2004, the
share option scheme adopted on 6 July 2001 (the “Old Scheme”)
was terminated with immediate effect provided that options which
have been granted and remain outstanding shall continue fo be
exercisable in accordance with their ferms of issue and the
provisions of Chapter 23 of the GEM Listing Rules. The Company
has adopted a new share option scheme (the “New Scheme”)

pursuant fo a resolution passed on the same dafe.

The purpose of this New Scheme is to motivate the eligible
participants for their confributions to the Company and help the
Company in refaining its existing employees and recruiting
additional employees and fo provide them with a direct economic
interest in attaining the long term business objectives of the
Company. Eligible parficipants of the New Scheme include any
employee, proposed employee (including any executive and non-
execufive directors of the Company and ifs subsidiaries), adviser,
consultant, agent, contractor, customer and supplier of any member

of the Group.

The New Scheme shall remain in force for ten years from 5 August
2004 during which the directors may make offer to grant share

options fo eligible participants.

RE_ZTNFE \ARLBRBBCER
REBR N_TZE—FLANEERES
ZEERERT 8 (TEFH 1)) DA
1 EERERRARITE 2 BIRER
BEBITHRFARBIER EHRAE
23E R RHAER] TITE - NAF]
ERER BB RE A B
et &l ([#hat &) -

FetdlEEnBAERSEERAR
RIVELERL - W iHBHN AR R B IR
BERHBEHNES  URFEREIE
HELEMNE  NWEBARTZEH
XBER - M ZABR2EER
BEMAREKRERRIZES - £
B (BREAAREEMBARZHITR
FRITESR)  FHAA - BEME - RE
A EBE - BEPRMER -

@ _—TTMOE/\ARRERE
M4 - EFARZBRYERAER
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Thiz Technology Group Limited

For the year ended 31 March 2006

24, SHARE OPTION SCHEME (confinued)

The maximum number of shares available for issue under opfions
which may be granted under the New Scheme adopted by the
Company must not in aggregate exceed 10% of the shares in issue.
The maximum number of shares issued and to be issued upon
exercise of the opfions granted and to be granted to each
participant (including both exercised and outstanding opfions) in
any 12-month period up fo the date of grant must not exceed 1% of
the shares in issue at the date of grant. Any further grant of options
in excess of the above limit must be subject to shareholders’
approval with such participant and his associates (as defined in the

GEM listing Rules) abstaining from voting.

If options are granted fo a connected person (as defined in the
GEM Llisting Rules) or his associates, the granting of such opfions
will be subject fo all independent non-executive directors” (excluding
independent non-executive director who is a grantee) approval;
where opfions are proposed fo be granted fo a connected person
who is also a substantial shareholder or independent non-executive
director or any of their respective associates which will result in the
fotal number of shares issued and fo be issued upon exercise of the
options granted or to be granted (including options exercised,
cancelled and outstanding) to such person under the New Scheme
in the past 12-month period up to and including the date of such
grant (1) exceeding 0.1% of the fofal issued shares for the time
being; and (2) having an aggregate value, based on the closing
price of the shares at the date of each grant, in excess of
HK$5,000,000, the granting of such options will be subject to
approval of the independent shareholders of the Company taken on
a poll. All connected persons will abstain from voting [except that

any connected person may vote against the resolufion).

BRI R E AR AT

B

i
ES

NH

ZT@EH TBLFE

24. MR ()

RIBA DB FTERAT BIR 2 B AE
mAlF#ETZENE=REE - TR
HIBE BTN 2 10% » IR B AR
1 2{E A BEETER R T RS
TER2EEZBRE (BREETER
R ARATIE 2 RE AR AE) T A8 R T 3817
ZBEhES#8E - MEEBRE AR
BEITRO21% - E—FETHBE E
AMPRBEZ AEIREAE - WREERCREL
o Mza2REREBEAL (EE
RAIZER EMARA) AL HERR -

fHAEAL (EERAIER EHARA)
SR AT LB - ZFRE0E
ZERHAGMABYIFNTES (TR
B RAERAZBIIFMTESR) I
BIAFE - fHE@&R —BRATER
RYBIIFTESTHRES B ZHE
AL ZBEATROEEE - MitRE
BARE B (BIEE B) AL E12(8
AREETEE TR T RERT
AL ZBRE (RREETRE  dEEk
R ARATIE 2 BB AR AE) T A8 e T 31T
ZRin#EE (1) BBER BTN
#20.1%  R2MBEFXRR G Bk
iz W Bt EEAAEEH 5,000,000
BT RSB 2 RN AR A AT
B BCRARR T ML ER T AR -
FrEREATANERER (IEEMRE
ATARERGEBRESR) -
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For the year ended 31 March 2006 HE_ZZERFZA=Z+—RILFE

24. SHARE OPTION SCHEME (continued) 24. BRxEsE (&)

Upon acceptance of the option, the grantee shall pay HK$1 to the
Company as consideration for the grant. The option will be offered
for acceptance for a period of 5 days from the dafe on which the
opfion is granted. The exercise period of the share optfions granted
is determinable by the directors and shall not be more than ten
years from the date of grant and the directors may provide
restrictions on the exercise of the opfion during the period an option

may be exercised.

The subscription price of a share in respect of any particular option
granted under the New Scheme shall be such price as the board of
directors at their absolute discretion shall determine, save that such
price shall not be less than the highest of (i) the closing price of the
shares as stated in the Stock Exchange's daily quotations sheet on
the date of the grant, which must be a trading day; (i) the average
closing prices of the shares as sfated in the Stock Exchange's daily
quofations sheets for the five trading days immediately preceding

the date of the grant; or (i) the nominal value of a share.

EMBRARR - ARARMN BT
ARARMERZBER L ZRE - B2
ARERNE BB AR Z %R -
PR LB 2 TEMAESRE -
ETSBEAEREAMETF - &
N SRR R A AT AR 2 1T 1
TEHARIR -

BREFTAH B TR th 2 (AR E R
ZEBERBENHESSBENBER
o EZERTBERUT=E2&
=% ¢ (IRNREBEHWARRSE) K
RSP BRI RKTE & (i) 2
BERE AR AER S A BROERR
P B R PRI U & ¢ ki) B
[E=0
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24, SHARE OPTION SCHEME (confinued) 24, WEEHE (2
No options was granted under the New Scheme. Details of the W AR AT 84X L (A BB AR < 1R
outstanding share options granted under the Old Scheme which BERT IR M MARTT R AR R] T17
continue fo be exercisable are as below:— EZ B FHI5AT
(il Movements in share options i) FEREEE

Number of options

MikEwE

2005

—EERF

At 1 April REA—B 20,164,437
Adjustment for rights issues Bt AR 15 HH AR 2 58 B

of shares 1,364,511
Adjustment for share AR & OF 2 BB

consolidation =

lopsed BERM -

Options vested on R=R=+—HEREB
31 March ¥ 21,528,948
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For the year ended 31 March 2006 HE_ZZE=-ZA=1+—RHILLFE
24, SHARE OPTION SCHEME (confinued) 24, MBERREME (&)
(i) Terms of unexpired and unexercised share options at balance li) REEBMABERRERITEZ
sheet date RERRHE 2 15K
2005
—EBEAF
Exercise
Exercise price Number
Date of grant period per share of opinions
AR fTEmR BRITEE  BREHA
HKS
BT
30 June 2002
to 29 June 2012
21 November 2001 —ZT-_FXA=TH
—FT-%1—H E-T-_FXA
—+—H —+AnH 0.266 21,528,948
Note o:  The exercise price of shares and the number of shares Hidta: B EIZRHOITERER
issuable under the Old Scheme was changed from AIETROEBE SR AE
HK$0.266 per share to HK$2.66 per share and from f80. 2606 T#E BB
21,528,948 to 194,211 respectively. 2.668TT 21,528,948

MREER194,2115% »
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24, SHARE OPTION SCHEME (confinued)

(i)

(iv)

(v)

No share option was granfed during the year (2005: Nil).

On 1 October 2005, Ms. Huang Wanzi resigned as an
Executive Director and the options granted to her under the
Old Scheme were automatically lapsed pursuant fo the terms

and conditions of the Old Scheme (2005: Nlil).

No options was exercised under the Old Scheme and the
New Scheme during the year ended 31 March 2006
(2005: Nil).

Each option gives the holder the right to subscribe for one share of

the Company. Share options do not confer rights on the holders to

dividends or fo vote at shareholders’ meeting.

At 31 March 2006, the exercise in full of the outstanding share

opfions granted under the Old Scheme will result in the issue of an

additional 194,211 shares of HK$0.1 each with corresponding

proceeds of approximately HK$517,000.

25. RESERVES

(i)

[ N NojcRoNoN N N N NoNojoNoN N N N NoNoNoNoN N N N NONONONON N N N NoNooNoN N N N NoNoNoNoN N N N NONONONON N N N J ]3]

The Group

The special reserve of the Group represents the difference between
the nominal value of the shares of the Company and the nominal
value of the shares of the subsidiaries acquired pursuant fo the
reorganisation to rationalise the structure of the Group in

preparation for the lisfing of the Company’s shares on GEM.

BRI R E AR AT

Y B
A

B

ZREZA=ZT—RIEFE

24. MR ()

(i)

(iv)
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R-FTRETA—R - B0
LERMEPTEE - RIEEHE
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25. RESERVES (continued) 25. &\ (&)

(i)  The Company (i) A&7
Capital
Share  redemption Capital Accumulated
premium reserve reserve losses Total
BiFRE BEFREERE £y 1] RitER #at
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
FTAEL FTAEL TAEL TAEL FAEL
At 31 March 2004 and RZZZME
1 April 2004 =A=+-A
RZTTNF
mA—H
- as originally stafed -REZ7 22,006 84 - (17,168) 4,922
- effects of changes in — 2 RREE)
accounting policies % - - 1,692 (179) 1,513
- as restated — &5l 22,006 84 1,692 (17,347) 6,435
Rights issue of shares A =18 3,061 - - - 3,061
Share issue expenses DB TR X (796) = - - (796)
Loss for the year [restated) AEEEE
(Z31) - = = (24998] (24,998
At 31 March 2005 R-ZTLRF
[restated) =A=+—H
(271)) 24,271 84 1,692 (42,345)  (16,298)
At 31 March 2005 and RZZZRE
1 April 2005 =A=+—H
R_ZELF
mA—A
- os originally stated -REZ7 24,271 84 - [41,609)  (17,254)
— effects of changes in — IR E
accounting policies L& = - 1,692 (736) 956
e — 53| 24,271 84 1692 42,345 (16,298)
Issue of convertible BT MR
preference shares Bk - - 6,541 - 6,541
Issue of convertible nofes BAMBREEE = - 1,798 - 1,798
Share issue expenses B ETRX (750) - - - [750)
Redemption of convertible & [Bl AT iR R 4%
nofes = = (484) 484 =
Loss for the year AEEER - - - [13,815) (13,815
At 31 March 2006 R-ZSERE
ZA=+-8 23521 84 9,547  (55676) (22,524)
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For the year ended 31 March QOO; Eﬁ%:%g’-_\izﬂ =t+—HIEFE
25. RESERVES (continued) 25, & f| (&)
(i) The Company (continued) (i) Z&27 #)
The Company had no distributable reserves at 31 March R-BERF=ZA=+T—HB 'K
2006. Under the Companies Law (Cap. 22 Llaw 3 of 1961, NE AT E D IRER o RIEF
as consolidated and revised) of the Cayman Islands, the SERESRNENE(—NR—F5E35%
share premium is distributable to the shareholders of the EPIE22E - BIRE RIERT)
Company, provided that immediately following the date on MIEEREEE D IRIE H 8%
which the dividends is proposed to be distributed, the RARIREHER B BB 2
Company will be in a position to pay off its debts as they fall Z &% BAIRMAEBTEIIK
due in the ordinary course of business. FARRRRRE -
26. PROCEEDS OF CONVERTIBLE PREFERENCE 26. AU A% A% @ KB PR 8 R IR
SHARES RECEIVED IN ADVANCE
The proceeds represent part of the subscription monies received in ZATERIEEREREBN T hEF
advance for the Preference Shares issued on 26 May 2005. HEAZTRBZEBER BB
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27. CONVERTIBLE NOTES 27. AR E
The convertible notes are unlisted and analysed as below: AHRREEAIELT - DT
Principal value Interest Conversion price Conversion period
& RE wmEgR R
(Note 1) (Note 2)
(MF&ET) (F=E2)
HK$ 10,000,000 2.5% per annum HK$0.34 per share 6 May 2004 to
10,000,000/ 7T BE25E BR0.34%8 T 25 March 2007

—ETMERARAE
—EEL+HF=H_+FHH

HK$ 10,000,000 2.5% per annum HK$0.11 per share Q December 2005 to
10,000,000 T FE25E BFRO0.11E T 8 December 2008

“2ERFT-ANEE
—2T/\F+=ANA

Nofes: et

(1) The interests are payable on maturity date or within 14 business days (1) AMEERIHAHEBRERI4 @
affer conversion of the notes. EERARXZT -

(2)  They have been adjusted for the rights issue of the Company’s shares (2) FHRRERER-—ZENF+-_/A=
on 21 December 2004 and the consolidation of the Company's T—ARRBRG ZHERFBRR =
shares on 3 October 2005. The notfes are convertible into new ZERE+A=ZBARAZRHE G
ordinary shares of the Company at the said price in the amounts of TEHFRE - RIEERHE P EIR H iR
not less than HK$500,000 on each conversion. BRARFEER  BARBZ SR

TMER 500,000 #IT °

(3)  No early redemption by the Company or the noteholders is allowed (3) RREEAHA  ARRHEBERFAAD

prior fo the maturity dafe. FiRFEO -
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27. CONVERTIBLE NOTES (continued) 27. WBBERE (&)
Notes: (continued) MiaE : ()
The net proceeds received from the issue of the convertible notes have been REBTABMBRERZFAEFIEFEED
split between the liability element and an equity component, representing REBEXOFERLY  BGaEERE
the fair value of the embedded option to convert the liability into equity of AEBBRAZBRBEZATE W
the Group, as follows:— T
HK$'000
TET

Nominal value of convertible notes issued BRTUBREBREERE 2 ZHE 14,000
Equity component at date of issue RETHZERZE D (1,692)
Liability component on inifial RETHNT AR Z

recognition at date of issue BEHD 12,308
Interest charged up fo E_ZETEMF=RA=+—H

31 March 2004 EANEAIYY 209
Liability component R-EENME=A=+—H>

at 31 March 2004 BEHD 12,607
Inferest charged for the year RBZE_ZTRF=A=+—H

ended 31 March 2005 IFFEEERMHME 883
Liability component at 31 March 2005 RZETERF-A=T—HZB8EHS 13,490
lssued during the year ended 31 March 2006:  REBE_ZZEF=A=+—H

IFFEE#T

— Nominal value of convertible notes issued —BETABRREREZEHEE 10,000

— Equity component at date of issue —RETHZERED (1,798)

— Liability component on inifial recognition —-RETRNIHEARZEEHD 8,202

af date of issue

Interest charged for the year RBE_TTRF=A=1t—H

ended 31 March 2006 IEFEBEAFE 1,126
Repayment of principals EEXE (4,000)
Repayment of accrued interest EEE A B (308)
Liability component at 31 March 2006 RZEERNF-A=T—HZB8EHS 18,510
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27. CONVERTIBLE NOTES (continued) 27. WBBERE (&)
Represented by: 2
2005
—EERE
HK$ 000
THET
Convertible notes Al AR E iR 13,044
Accrued inferests included in other FIRNEMENERIR - EEtIHA Rk
payables, accruals and deposits BHIEE 2 RAA R
received 446
13,490
The interest charged for the year is calculated by applying an effective RERZHEXHBRTREREHEE
inferest rates of 7 per cent and 9 per cent fo the liability component for the BB/ %K% BEEAETE -
period since the notes were issued.
The directors estimate the fair value of the liability component of the BEEFR-EERF=A=+—HA#K
convertible notes at 31 March 2006 approximates the carrying value. The BEERzABNRD 2 AFEEKRAEER
fair value has been calculated by discounting the future cash flows af the A o R RFEDETSMEFRERKRS
markef rate. MEBFHE ©
The Group’s and Company’s convertible notes were repayable as follow:— REE R AR F Z AR RIR AR AT
FEE
2005
—TTRF
HK$'000
FET
[restated)
(=51
Within 1 year R—FR" 3,862
Between 1 and 2 years E—ZmMFE2HE 9,182
Between 2 and 3 years EME=F2H -
13,044
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28. OPERATING LEASES ARRANGEMENT 28. BEHARH
As at 31 March 2006, the Group and the Company had RZTTRF=A=+—H ' ~5H
outstanding commitments under non-cancellable operating leases in KRR B RABF 2 T AIAHA
respect of land and buildings, which fall due as follows:— EHEBHABITAE - BHEHAWM
T
The Group The Company
*5HE 30

HK$'000
THET

HK$'000
FTHET

Within one year —FNR 1,991
In the second fo E_EZFERF

fifth years (BHEERE

inclusive M F)
Operating lease payments represent rentals payable by the Group REMETEEAEE R AR R E
and the Company for their office premises and staff quarters. leases MAEMERBIBERNZES -
are negotiated for an average ferm of one fo five years with fixed BHOFHRP—ZERF  FAXNE
monthly rentals. EHE -
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29. OUTSTANDING LITIGATIONS 29.

References are made to last year's annual report and the Company’s
announcement on 29 September 2005 regarding a judgement
against TLL, a subsidiary of the Company, in a legal action instituted
in the District Court of Hong Kong by the Commissioner of IRD
against TLL in relation to the Commissioner’s claim for the sum of
HK$6,480,000, being profits tax payable by TLL for the years of
assessment 2001,/02 and 2002/03.

The Commissioner of IRD filed another writ against TLL for payment
of profits tax surcharge in the sum of HK$647,000 and interest
thereon, which were charged on the unpaid claims HK$6,480,000.
The aggregated amount of the tax liabilities due to the IRD was
approximately HK$7,127,000. TLL infends to set up a meeting with
the IRD with a view to setile the outstanding payment with a
compromised agreement. Full provision for the profits tax in dispute
and related interest and surcharges has been made in the financial

statements.

METRZIFR
ERMEAFERER_ZZTRFNA
ZTHRBTFIEZRABRM - ABE
BT RRRRA A 7 E A & 8D
KRG PR RES,480,000% T
FIE (B (B R —TT—F
ToEN T R FEAREE
XA 2 FISHD) RE A T AR IRE 2
SERRAAMEL 2 IR

HERRERANSERER S —H<
REEFFH6,480,000% 7T 2 M
£647,0008 T K H L E 4 2 F
B ZEMBHARANRBREE - &
NRERVBEABZAETED
7,127,000 7T o RN R A a7 745
BRITEE  EEUAZBLHIEEZ
ERENK - KRR EREFHEZF
BH LA SR INE RN B HRE
EH 2 8HEHE

]38 (N N N NonoNoNoN N N N NONoNONON N N N NONONONON N N N NONCONoNON N N N NoNoNONON N N N NONONONON N N N NONORONON N J



Thiz Technology Group Limited

—

™ /e

For the year ended 31 March 2006

30.

31.

[ N NojcRoNoN N N N NoNojoNoN N N N NoNoNoNoN N N N NONONONON N N N NoNooNoN N N N NoNoNoNoN N N N NONONONON N N N J ]39

CONTINGENT LIABILITIES

References are made to last year's annual report and the lafest
announcement on 13 March 2006, in relation to a claim of service
commission of RMB3,000,000, together with the interests of
RMB227,000 by an exemployee of Beijing Thiz Linux Software
Co. limited ("BTS"), a subsidiary of the Company in PRC, against
the Company. The exemployee has obtained a judgement in his

favour in the court of PRC (the "Ruling”).

The Company has sought advices from the Hong Kong legal
adviser and the Cayman lslands legal adviser on the Ruling so as o
profect the Company’s inferest. The Company’s legal advisers
confirmed that, under the laws of Hong Kong and the Cayman
Islands, there is no statutory mechanism for judgements made by the
Courts in Mainland China fo be enforceable either in Hong Kong
or Cayman Islands. The directors of the Company believe that the
enforceability of the judgements against the Company is doubtful
and the Group is not liable to the claim. No provision has been
made in these financial statements in respect any contingent

liabilities arising from this claim.

CAPITAL COMMITMENTS
At 31 March 20006, the Group had no material capital commitment
(2005: HK$1,950,000).

BRI R E AR AT

(L

B

30.

31.

FERFZA=t-ALEE

BRAR

EROEFZEFRINR _TERF=
AT=A2Z&H M ATEERLR
Bl B P8 & AL R BB R FE e HT 8K
HERAE (HEREE]) 2 — 2 R1E
BRIZALQRRE ARKES3,000,0007T
ZREReERMNEARE277,000
TLZRIE - WATE B 2R BUERTE
BAENZER (TEOR]) -

ARRRERZBHR A BB A R
KRS EARERSREZ - 1M
MEARDR 2 - ARADARER
ER - BERHASRELLBETER
1St B R B R B 2 HIRFE Ut AR 0
1T - ARRIZEFREXBHRE AR
RAZATMITIRERE RSN AEE
THRENRERE - WRAHPLIANL
REERFERE -

BERiE
RZZTRF=A=+—H  FEEW
BEAEAAZE(ZFTTHF

1,950,000 7T) °
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32. CONNECTED AND RELATED PARTY 32. RERFHAEALRS
TRANSACTIONS
The details of the material related party fransactions and balances EXRBAEANLR G2 FHIEREHR
are as follows:— N
(a)  Balances with related parties (a) BEEALZz#HER
They are disclosed in nofes 21 and 22 to the financia BRAEA T 2 AR i M
statements. F121 R22H KR o
(b) Inferest charged by related parties (b) HBEBEALHBRZRAR
They are disclosed in notes 21 and 22 to the financial ENEREALME R BHRE
statements. BiEE21 R22F K 5E -
(c)  Compensation of key management personnel () FEEBAESZME
The remuneration of directors and other key management REEFE  EZREMTIEE
during the year was as follows:— BEZMET

Year ended 31 March
B#FE=RA=+—H

Short term benefits X HAE A 2,512

Postemployment benefits RIKE T

2,559

]AO (N N N NonoNoNoN N N N NONoNONON N N N NONONONON N N N NONCONoNON N N N NoNoNONON N N N NONONONON N N N NONORONON N J



Thiz Technology Group Limited

For the year ended 31 March 2006

32.

33.

34.

CONNECTED AND RELATED PARTY
TRANSACTIONS (continued)

The directors are of the opinion that balances with related parties
and related inferest charged by related parties which also constitute
connected fransactions under the GEM Listing Rules were carried out
in the normal course of business of the Group and conducted on

terms better than normal commercial terms.

COMPARATIVE AMOUNTS

As further explained in note 2(a) to the financial statements, due fo
the adoption of HKFRSs during the current year, the accounting
freatment and the presentation of certain ifems and balances in the
financial statements have been revised to comply with the new
requirements. Accordingly, cerfain prior year adjustments have been
made and certain comparative amounts have been restated. In
addition, cerfain comparative amounts have been reclassified/

resfated to conform to the current year's presentation.

FINANCIAL RISK MANAGEMENT

The main risks arising from the Group’s financial instruments in the
normal course of the Group's business are credit risk, liquidity risk,
interest rafe risks and currency risk. These risks are limited by the
Croup's financial management policies and practices described
below. Generally, the Group infroduces conservative strategies on
its risk management. The Group has not used any derivatives and
other instruments for hedging purposes nor does it hold or issue

derivative financial instruments for trading purposes.

BRI SR E AR LA
o

il
HE—

32.

33.

34.

A

PEAFZASH—ALFE

HERFREALRS (&)

EERR BAMEALZERKA
BREE AT 2 EREF S IR HE A Al
EREMRUTZBEERS - AR
REE—REBBRETETRIZER

—MRERIRKZIERETSL

id 34 ]
IEARBATETRER M G 2(a) 2 S — P HERE -
ARARNFEERAT B RS LR
MBHRTPETHE REBRZEFTRE
BIERZITABRIER - UTFE
FRAE - Ht - ARBSIELE TS
EFEABREINE TR - It
Sh - BT LB EEE EMNEHHRET
AREAREEZZ2TTR °

MERRER
ERKEIEREBBES  AAKHE
ERIAMITEZTERRAEER
B RBESRR  MEXREBRREE
R - REBEEBEVHEEEBRR
TREHR/ZERRER - —K&M
F AREBEEERRRER FRIEER
B o AREEWEEREMMITETE
REMTAREHNEN @ TEARS
BHRBERBETITESRTA -

—
=

i
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34. FINANCIAL RISK MANAGEMENT (continued)

(a)

(b)

]42 (N N N NonoNoNoN N N N NONoNONON N N N NONONONON N N N NONCONoNON N N N NoNoNONON N N N NONONONON N N N NONORONON N J

Credit risk
The Group's principal financial assets are bank balances and

cash and trade and other receivables.

The Group's credit risk is primarily affributable fo its frade
receivables. The Group and the Company allow an average
credit period of 30 days to 60 days fo their frade cusfomers.
The amounts presented in the balance sheet are net of
provisions for doubtful receivables. A provision for impairment
is made where there is an identified loss event which, based
on previous experience, is evidence of a reduction in the

recoverability of the cash flows.

Other than the balances due from Prewell as set out in note
18 fo the financial statements, the Group has no significant
concentration of credit risk, with exposure spread over a large

number of counterparties and customers.

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

requirements.

BRI E AR AR

HE_ZZERFZA=Z+—RILFE

34. MBEARER (©£)

(a)

(b)

FERR
AEEZ T EZSRMEETRITHE
RN IR E AR 5 N EoAl UK
I o

AEEZEERBREIERGHE
WE BN - AEE RARTR
HERSEPEREFHIOKRESO
RZEERBH -REERER
252 2RI BRURRERZ
B - B AEREBERLREIA
EREEHR e RE 2 E
TRz AT REE BRI - RIME
HIRE R o

B B 75 Rk Mt 5 1 8 E I A FE LR
Prewell 2 #8851 » AEE W ME
AREPEERR - B2 EE
RERZGHFREP °

RBELER
AR SRR R M
HRHBRAES RIS BR
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34. FINANCIAL RISK MANAGEMENT (continued)

()

(d)

(e)
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Fair value and cash flow inferest rate risk

Fair value interest rate risk is the risk that the value of a
financial instrument will fluctuate because of changes in
market inferest rates. Cash flow interest rate risk is the risk that
the future cash flows of a financial instrument will fluctuate

because of changes in market inferest rafes.

The Group's convertible preference shares and convertible
notes are subject to fair value interest rate risk as the dividend

rafes and inferest rates are fixed respectively.

Foreign exchange risk

The Group's main operations are in the PRC and Taiwan and
its income and expenses are transacted in RMB and NT$
respectively. Accordingly, it has no significant exposure fo

foreign exchange risk.

Fair values estimation
The directors consider all financial instruments are carried at
amounts not materially different from their fair values as at 31

March 2006 and at 31 March 2005.

BRI R E AR AT

(L

B

SEEAFZAS-ALEE

34. MBRBRER (&)

(c)

(d)

(e)

DAPEERREREFN K@M
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35. ACCOUNTING ESTIMATES AND JUDGEMENTS

The Group's financial position and results of operations are sensitive
fo accounting methods, assumptions and estimates that underlie the
preparation of the consolidated financial statements. The Group
bases the assumptions and estimates on hisforical experience and
on various other assumptions that the Group believes fo be
reasonable and which form the basis for making judgements about
matters that are not readily apparent from other sources. On an on-
going basis, management evaluates ifs estimates. Actual results may
differ from those estimates as facts, circumstances and conditions

change.

The selection of significant accounting policies, the judgements and
other uncertainties affecting application of those policies and the
sensitivity of reported results fo changes in conditions and
assumptions are factors fo be considered when reviewing the
consolidated financial statements. The significant accounting policies
are set forth in Nofe 3. The Group believes the following significant
accounting policies involve the most significant judgements and
estimates used in the preparation of the consolidated financial

statements.

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 assefs and liabilities within the next financial year are

discussed below.

BRI E AR AR

35.

® &t 5 R P ER

REEE 2 BN MG ERE T B
RAMBRRAAZEH A RR
REFTEARE - ARERBBERL
B URAKERRAERERREE
DAEL b B AR HI B 2 7R 2 H T 2
W2 ZREMEBR  FHZERR
et - ERERENEEME - BIR
RRAEBEE RERGHE(CH
BRAARE °

EEMNSRAVEMER - EAGARK
RHEE  FERBZFRRZHEG
RIAHEERE - AR2RFEEIN
RERZEH 2 BREHKHZEBA
= o EAGFTBERENMIES - AEHE
BETIEXRSFTHREBRERELS
EMBRERPAER 2 REZHE R
flat o

A LB A WAL G BB -
BIEESTA - BT BiHEH AT
TEENEMERAR - TEEHT
B RFEAERABI FASEE
ARBZ EARR 2 H RBRRL
o -
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35. ACCOUNTING ESTIMATES AND JUDGEMENTS

(continued)

Impairment losses for bad and doubtful debts

The Group estimates impairment losses for bad and doubtful debts
resulting from the inability of the customers to make the required
payments. The Group bases the estimates on the aging of the
accounts receivable balance, customer credit-worthiness, and
historical write-off experience. If the financial condition of the
customers were fo deteriorate, actual write-offs might be higher than

expected and could significantly affect the results of future periods.

Capitalisation of development costs

Note 3(l) describes the criteria for capitalisation of development
costs. Considerable degree of judgement is required fo defermine
whether the capitalised development costs meet the criteria and, in
particular, the technical feasibility of the projects and the economic

benefits to be derived upon complefion of the development.

Estimate of the fair value of convertible notes/
convertible preference shares

In accordance with HKAS 32, the Group accounted for conversion
feature of the convertible notes/convertible preference shares as a
liability based on the expected discounted cash outflows according
fo the terms of the subscription agreement. Should the directors’
esfimation of inpufs such as effective interest rafe be revised, the fair
value of the liability component at date of issue will be adjusted

accordingly.

BRI SR E AR LA
o
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HE—

35.

A

PEAFZASH—ALFE

Ert et RAVER ()

RBEZREHR

AEERATEFENELRENKE
HZ RIBERMAFHRERR - ZEEIR
BRMRFSHRBENRER  EPEER
BEMHERIEL G - HEP R
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EERAEEAFERAKPEZE
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4 o
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RESULTS £

Year ended 31 March
BE=-A=T—-HLEE

2005 2004 2003 2002
“EThE ZTTNFE Z—TT=-F CZTT_F
[Restated) (Restated| [Restated)

(BE51) (BE51) (E&51)
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET

Turnover HEH 18,333 37415 64,152 30,392
(Loss/profit from operations g (B8 /&5 (16,327] [13,253) 7,056 1,181
Finance cosfs BEKA (883] (250) (49) (122)
Share of profit/loss| of JFE fih — ) L R 422

a jointly controlled entity EEH/ (BR) - - 99 (625)
(Loss)/profit before tax BEA (B8R, RF (17,210} (13,503) 7,106 434
Tax IR (6,172) = = 6)
(Loss)/profit for the year AEE (BR) /87 (23,382) (13,503) 7,106 428
Aftributable fo:- PATR AL R

Equity holders of the Company ARAIREREA (23,152) (13,503) 7,106 428

Minority inferests DERRES (230) - - -

(23,382) (13,503) 7,106 428
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ASSETS AND LIABILITIES HERAR
As at 31 March
R=RA=+-—H
2005 2004 2003 2002
—TThE _TTME _TT=F _TIT_F
(Restated| (Restated| [Restated)

(BE7) (BE3) (B=31)
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET

NON-CURRENT ASSETS FERBEE - _19,1_O§ - _7f17_5_ - _4_,2&36_ - i18_19 B
CURRENT ASSETS RPEE 43,756 40,997 36,145 23,565
DEDUCT: o
CURRENT LIABILITIES mPEE 30,302 9,043 5,906 3,037
NET CURRENT ASSETS RYEEFE - _1_3,fo - 111 i?5_4_ - _30_,299_ - _29,5_2§ B
TOTAL ASSETS LESS REER

CURRENT LIABILITIES nBaE 29,562 39,429 34,475 25,338
NON-CURRENT LIABILITIES FRBDEE (13,382 [12,487] [3,545] =
MINORITY INTERESTS SERRER [147] = = =
NET (LABILITIES) /ASSETS (BfE)/EERE 16,033 26,942 30,930 25,338
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Note: Mt -

The comparative income sfatement and balance sheet for 2005 have been restated ~ —ZTRFE Z EB W amE R EEABRERE
following the adoption of HKAS 1 which affects the presentation of minority interests AV Al 528 D IR R ERE A SR E 247 A Wam R K&
in the Group's consolidated income statement and balance sheet. With effect from 1 BEABXRZ 25| 2 BB FERIE | REBET -
January 2005, in accordance with HKAS 1, minority inferests at the balance sheet  RIBEHB ST EAFE 5% - H=TTRAF—HA—H
date are presented in the Group's consolidated balance sheet within equity, — #8 * REE B Z VBB RIESEAKEELEEE
separately from the equity attributable to the equity holders of the Company, and ~ BfERFEEZRIE 25 + BEARQAFRERE A
minorify interests in the results of the Group for the period are presented on the face  FEERRIES B - REAR D EIRREIG B 2B
of the Group's consolidated income sfatement as an allocation of the total profit and  AITEASE B 2 47 & Wax 3R 51 1E D BRAR R i 2 B R
loss for the period between minority inferests and the equity holders of the Company. AT B&HERH A 2 BHIRNEREEZ S - Atk
The comparative income statement and balance sheet for 2003 to 2005 have dlso &3k BR - EE=FFE ST HF I EEA
been resfated following the adoption of HKAS 32 in relation fo the accounting (g B AN E B et HER|S 3254 &5« 5
treatment of convertible notes and convertible preference shares set out in note 2(a). B AT IRAR i I TR AR A IR > & st TR T
FtEE2(a)
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