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Characteristics of The Growth Enterprise Market (the *GEM”) of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”)

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

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

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

EPRO Limited (the “Company”) and its subsidiaries (the
“Group”) has achieved steady development in the fiscal year
2006. We have always positioned ourselves to be an innovative
and energetfic company in the information fechnology field.

BUSINESS REVIEW

The Group consistently focus our effort in the delivery of
outstanding system integration and system solutions services,
which we believe will provide us with substantial flexibility to
explore various promising opportunities. While having stable
achievements in these focuses, we have also devoted
significant resources to expand our outsourcing business.

Stable development on outsourcing business

Global information technology development outsourcing is
becoming a mainstream delivery model. Strategic IT
outsourcing can be an integral part of an organisation’s long-
tferm business success by controlling or reducing operating
costs, improving efficiencies and gaining access to technical
expertise and skills. With the above trend, it is expected that
there will be a growing need to seek support from external IT
professional services to provide services that address their
needs.

The Group’s information technology application development
outsourcing services has been playing an important role in our
business expansion in the region. In the past years with a fierce
competitive market place, we have maintained a steady
outsourcing business with a number of local and overseas
organisations. The Group is positioned well to capture
additional opportunities of other outsourcing contracts.

In addifion fo the well-established outfsourcing business in the
Hong Kong. Japan and Singapore markets, the Group starts to
seek new business growth potentials in the United States. To
speed up our market expansion plans, the Group is proactively
seeking strategic alliance with some trustworthy partners in the
target markets, and the result is encouraging.

Enhanced development capabilities

With over 15 years of China experience and a team of
dedicated IT professional in China, the Group is commifted to
providing high quality services, bring along the price
advantage of the mainland resources, o our customers.

To support the expansions of our outsourcing business, the
Group has established a new development center in Nanjing
during the year to enhance our resource capacity. Following

SBEERAR([RAA]) REWERR ([AE
BEDR_ZTTNFURFEAREER - BF —
BB EMRERARMKITERNZ — A k&
oA/ I

E3 JC)]
AERBEESTBENNEREAREAS REASER
FERE  HEERFERTRAREANAZHER
REESHERREELN -BERUESEHEED
EREREXE  BETRARBERNERE
FEZINHIETS o

SHFE 2 BERRE

EREAMBERIHEXRBIRZIMNER - 5§
A5 S B RN I E AT S SO A EEAR - iR
BREREMFENB LM - EEERARE
BRUXBRDZ— DN - RELABE - B
EREFRIIBEMBEEERB E - NEREHR
MEMBRB 2B RHRIER -

AEEZEMBMRERFENREAREES
ERAZEBEREEEEAE - RBEFEMD
SHFHR BERSRAM MBI R R ERFIE
TESNHIETS - AEBEHGRRFEN - SHEZR
BHMIH A ZHEE -

BRRNES BARMIMETSERTE ZIIHE
B REEHBREXBESRKMEGERREN -
RMNBEEEZWSMRAS  AKELREEGRE
BHISASRAFNFEREREBE  RRSA

5 -

rEEHERED
MREBBISF FERRRN R ARE XA
AMREEAL  FEEBNRHEEEERY -
NEEEFBRRAALEZ BRED -

REXBESIHARB 2ER  FREEERFAR
AR ABEROURAEEZERTE - A
RETEIZKFRESRINE LEREHLZR




Chairman’s Statement EEHREE

the same high quality standard of our Shanghai and Shenzhen
development centers, we believe the new Nanjing center will
give us a stronger force to prepare ourselves for further
expansion.

Recognised that a board technical spectrum and resources
pool are some of the key constitfuenfs fo the long-tferm
competitiveness of the Group, we will continue to explore the
opportunity of establishing additional centers at different
mainland major cities fo leverage edges of different cities.

PROSPECTS

Looking ahead, taking advantage of the global trend of
companies looking to outsourcing to China, the expansion on
the IT outsourcing services continues to be one of the core
strategic focuses of the Group. More companies will realise
the true potential benefits of oufsourcing and how it can be
used to enhance profitable growth, reduce costs and achieve
enterprise agility. The Group believes there is a very promising
potenftial in this area, and it will become the fuel of our long-
term growth.

We will at the same time continue to maintain and expand
our competences on the systems integration area. Leveraging
our domain knowledge on the felecommunications and
logistics markets, we will embark on comprehensive IT solutions
to capture the opportunities in these accelerating markets.

The Group believes a strong tfeam of well-experienced IT
professionals is crucial to our success. With the dedication of
the team and their extensive experience and domain
knowledge gained from exposure to regional market, we are
confident on our capability for achieving a promising result in
the coming future.

APPRECIATION

| would like to take this opportunity to express my gratitude to
all management teams and our staff members for their
dedication and significant contribution in the past year. | would
also like to extend my sincere appreciation to all our fellow
shareholders, customers and business partners for their
confinuous support and confidence in the Group.

On behalf of the Board
Huang Shaokang
Chairman

25 September 2006
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Review of operations %[0l EE

MANAGEMENT DISCUSSION AND ANALYSIS
Financial Review

For the year ended 30 June 2006, the Group recorded a
furnover of HK$86,478,000 (2005: HK$54,822,000), representing
an increase of 57.7% from last year. The increase in turnover
was mainly aftributable to enlarging income stream from
existing customers.

The total operating expenses were HK$30,338,000 for 2006
(2005: HK$31,957,000), representing a decrease of 5.1% as
compared to last year. The decrease was mainly attributable
fo tightening cost control measure by adopting an effective
cost structure on matching its operation.

The loss for the year was of approximately HK$5,411,000 as
compared to the loss of approximately HKS$4,397,000 last year.
The loss was mainly attributable to uncertain business
environment and persistent price pressure in the industry. The
management considered that the Group is well on frack in
narrowing the loss after stringent cost control. Last year, the
Group disposed of its properties in Kwun Tong and recorded
an one-off gain of approximately HK$6.4 million. Excluding this
one-off gain, the Group narrowed ifs loss from by its normal
operation from last year’s loss of approximately HKS$10.8 million
to current year’s of approximately HK$5.4 million.

Capital Structure

The Group generally finances its operation with internally
generated cashflows, banking facilities and loan/funding from
a shareholder. The Group continued to exert stringent control
over treasury policies. The Company infends to finance the
Group’s future operations, capital expenditure and other
capital requirement with the existing banking facilities.

As at 30 June 2006, the interest rate of banking facilities was
charged at the range of Hong Kong dollar prime lending rate
("P") +1.5% to P-1% (2005: P+1.5% to P-1%).

As at 30 June 2006, the amount of short term bank and other
borrowings of the Group, which were repayable within a year,
was of approximately HK$7.2 million (2005: approximately
HK$6.6 million), and there was no long term bank and other
borrowings of the Group which will be repayable more than a
year (2005: approximately HK$5.2 million).

EEEBNWE DN

A1 7 [0 8
BE_ZZXRE~NA=ZTHIEMHBREE  ~&E
%15 & X 5 86,478,000 L (ZEERHF
54,822,000 70) * BEF EFE57.7% - L ¥
AFTERENEBRATRAEZTE ZWARR -

*JH

N7 8 B 2 4858 73 30,338,000 7T (=
i 31,957,000/ 7T) © BMEFMA5.1% e
SF SO T B R AN REEEB BT ZH K
BB WERARE AT -

N

S A

Bt Du}t W A

FAZBELOR5411.0008T - 2F 2 FEBHE
A% %34,397,0008 T - BIETZRBNERHRER
THBAREAERBEIBERY - EEERR
AEBEREXAT  CERERREEE -

FAERLEEARBREZYE k&S —/)\Ii{
25U E 497 6,400,00078 7T » MR I —RIER 5

W AEERE -REBZBBEREZFEHEY
10,800,000 7t Y2 %= == 7K 4F 495,400,0007% 7T °

BALE

$$@ BARBAGRERE  BITRERK
RERASAHEHAE - AERBEHET

BAEEERE S o AR TARUARGROITBE B

AEEZKRES  AELHRAMARE KB

‘o

—EERFRA=TH- ”EﬂﬁZﬂ%@ﬁ%
REZFECP) . SEiP/}EUJ_HSZHX(_
F

CPIMBEEPHIE) ©

A

Bool %

b2

A\ZERERFEFRA=ZTH AR —FRABEERZAE
S 52 HIER 17 I E A 2 3D /37,200,000 7T (—
TERF : 46,600,000/ 7T) - M MEAR —F
BREEz2ASERARTREEMER(ZEZ R
£ : #95,200,0007 7T) °




Review of operations % [EIEE

At an Extraordinary General Meeting held on 30 December
2005 for the purpose of considering the consolidation of every
ten ordinary shares of HK$0.01 each in the issued and the
unissued share capital of the Company (the “Shares”) intfo one
share of HK$0.10 each in the issued and the unissued share
capital of the Company (the “Consolidated Shares”) (the
“Share Consolidation”), the Share Consolidation was approved
by the shareholders whose names appears on the register of
members of the Company on Friday, 30 December 2005.

As detailed in the Company’s announcement dated 17
November 2005, the Company proposed fo
approximately HK$10.4 million before expenses, by issuing not
less than 80,040,000 new Consolidated Shares of HK$0.10 each
in the capital of the Company (the "Offer Shares”) by way of
open offer to the qualifying shareholders of the Company on
the basis of one Offer Share for every two Consolidated Shares
of the Company at the subscription price of HK$0.13 per Offer
Share ("Open Offer”). The net proceeds of the Open Offer,
after deduction of expenses, of approximately HK$9.2 million
will be applied as the general working capital of the Group.

raise

A circular containing, inter alia, further information of the Open
Offer, application for Whitewash Waiver, the recommendation
of the independent board committee and the advice from
the independent financial adviser in relafion fo the Open Offer
and the Whitewash Waiver was dispatched to the Company’s
shareholders on 8 December 2005.

At the extraordinary general meeting of the Company held on
30 December 2005, ordinary resolutions in relation to the Open
Offer and the Whitewash Waiver were approved by the
independent shareholders of the Company.

The Open Offer had been completed and dealing of the Offer
Shares on GEM commenced at 9:30 a.m. on 26 January 2006.
Mr. Huang Shaokang (*Mr. Huang”), a director of the
Company, and China Dynamic Enterprises Limited (“*China
Dynamic”), a Company controlled by Mr. Huang, had
underwritten 51,613,824 Offer Shares (the “Shortfall Offer
Shares”) pursuant to the underwriting agreement dated 17
November 2005 entered into between the Company, the
Underwriter and Mr. Huang. All subscription monies for the
Shortfall Offer Shares had been received by the Company on
24 January 2006.
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Review of operations %[0l EE

Save as the above, the capital structure of the Company had
no material change.

Material Acquisitions, Disposals and Significant
Investments

The Company had made no significant investments and
material acquisitions or disposals for the year ended 30 June
2006.

Liquidity, Financial Resources and Gearing Ratio

During the year under review, the Group financed its
operations by internally generated cash flow, banking facilities
provided by banks, loan funding from a director and the
proceeds from the Open Offer.

As at 30 June 2006, the Group’s consolidated shareholders’
equity, current assets and net current assets were
HK$11,383,000 (2005: HK$7,913,000), HKS$43,565,000 (2005:
HK$56,142,000) and HK$9,931,000 (2005: HK$10,721,000)
respectively.

In respect of the Group’s current assets of HK$43,565,000 as at
30 June 2006 (2005: HK$56,142,000), trade and bills receivable
(net of provision for doubtful debts) account for 32.7% (2005:
27.8%) whilst pledged deposits, cash and cash equivalents
accounted for about 62.7%. As at 30 June 2006, the Group’s
pledged deposits and cash and cash equivalents amounted
to HK$27,320,000 (2005: HK$28,314,000).

As at 30 June 2006, the Group’s consolidated bank and other
borrowings repayable within one year were HK$7,192,000 (2005:
HK$6,566,000).

As at 30 June 2006, the Group had no long term bank and
other borrowings which will not be repayable within one year.

All of the Group’s pledged deposits, cash and cash
equivalents, bank and other borrowings were denominated in
Hong Kong dollars, Renminbi and United States dollars.

As at 30 June 2006, the Group’s gearing ratio (basis: total
liabilities over total assets) was 75% (2005: 86%). Although the
gearing ratio is high, the Directors believe the Group has
sufficient resources to discharge its debts and to safisfy its
commitments and working capital requirements.
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Review of operations ¥ [EEE

As at 30 June 2006, the Group had an aggregate composite
banking facilities from banks of approximately HK$15.8 million
of which HK$1.8 million was utilised (2005: HKS$4.7 million).

Foreign Currency Risk

The Group mainly generated revenue and incurred costs in
Hong Kong dollars, United States (*US”) dollars, Renminbi,
Singapore dollars, Canadian dollars and Japanese Yen.

During the year, the Group had entfered foreign exchange
forward confracts for hedging the foreign currency risk
exposure on making payment to the suppliers.

The Group requires all its operating units to use forward
currency confracts to eliminate the foreign currency exposures
for currencies other than United States dollars and on any
individual transactions in excess of HK$500,000 or equivalent,
for which payment is anticipated more than one month after
the Group has entered intfo a firm commitment for a sale or
purchase. The forward currency contracts must be in the same
currency as the hedged item. It is the Group’s policy not to
enter into forward contracts until a firm commitment is in place.

The Group has no foreign currency contracts outstanding at
30 June 2006.

Contingent Liabilities

As at 30 June 2006, the Company had contingent liabilities in
respect of corporate guarantees for banking facilities granted
to certain subsidiaries in the aggregafte amount of
approximately HK$28.3 million (2005: approximately HK$28.3
million). At the balance sheet date, such facilities were utilised
by the subsidiaries to the extent of approximately HK$1.8 million
(2005: approximately HK$4.7 million).
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The Group had executed performance bonds of approximately
HKS$0.9 million (approximately HK$8.9 million) in respect of
certain services provided by the Group.

Charges on Assets

The banking facilities of the Group are secured by:

() corporate guarantees of approximately HK$28.3 million
executed by the Company (2005: approximately HK$28.3
million), and

(i) pledge of certain of the Group’s time deposits amounting
to approximately HK$15,724,000 (2005: approximately
HK$11,868,000).

Deployment of Human Resources

As at 30 June 2006, the number of staff of the Group was 162
(2005: 148). Staff remuneration is reviewed once a year or as
appropriate. Changes in
remuneratfion are based on a range of factors including the
Group’s performance, the competitiveness of remuneration
with the external markef, and individual employee’s
performance during the year. Employees were paid at fixed
remuneratfion with discretionary bonus and benefits of medical

the management deems

insurance, mandatory provident fund, share options and
necessary fraining.
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Directors’ and Senior Management’s Biographies EEK 5k EEEEE

Biographical details of the directors of the Company and of
the senior management of the Group are set out below.

DIRECTORS
Executive Directors

Mr. HUANG Shaokang (& 2> ), aged 41, is the chairman of
the Group. He joined the Group in 2002 and is responsible for
overall strategy planning, management and development of
the Group. Mr. Huang has over 15 years of experience in the
management of various companies which invest mainly on
the IT and electronic industry. He has solid experiences in trade
and business in the People’s Republic of China, Singapore and
Hong Kong. Mr. Huang studies in the Physics Department in
the University of Hui Zhou, the People’s Republic of China from
1983 to 1986.

Mr. CHOW Siu Kwong (A Jk %), aged 36, is the chief executive
officer of the Group. He joined the Group in 2000 and is
responsible for development of Group’s software technology
and methodology. Mr. Chow has 14 years of experience in the
IT industry and has worked for key IT solution providers before
joining the Group. He graduated from Victoria University of
Technology, Australia, with a Bachelor’s degree and a Master’s
degree in Computer Science.

Mr. LIU Lin (#0#K), aged 36, is an executive director of the
Group and a director of Shanghai EPRO Software Company
Limited. He joined the Company in 2002 and had ftaken up
various senior positions in IT companies in the People’s Republic
of China and the United States before joining the Group. Mr.
Liu holds a Bachelor of Science in Computer Science from the
Beijing University of Posts & Telecommunications and a Master
of Science degree in Computer Science from Columbia
University, the United States.

Non-executive Director

Mr. YIP Sam Lo (¥ = &), aged 59 is a non-executive director of
the Group. He joined the Group in 1992 responsible for the
business development of the Group. Mr. Yip has over 24 years
of experience in the IT industry. Prior to joining the Group, he
was the regional manager of a major U.S. computer company.
Mr. Yip graduated from the University of Texas, the US with a
Bachelor’s degree in Mathematics and from the Texas A & M
University, the US with a Master’s degree in Computing Science.
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Independent Non-executive Directors

Mr. LU Wei (B /&), aged 49 is an associate professor at University
of Science and Technology of China. He has over 16 years of
experience in financial management and many years of
practical experience in management consulting for UN
organisations and other international institutions. Mr. Lu was
working with a Sino-Canadian Training and Consulting Institute
since 1988 to 1994. He holds a Master’s degree in engineering
and currently a PhD Candidate in the University of Science
and Technology of China.

Ms. CHEN Yen Yung (R # ), aged 34. She has over 8 years’
experience in accounting and finance field. She is a member
of the Australia Society of Certified Public Accountants and
an associate member of the Hong Kong Institute of Certified
Public Accountants. Ms. Chen is currently a qualified
accountant and company secretary of Zhejiang Yonglong
Enterprises Co., Ltd. She studied in the Hong Kong Polytechnic
University for higher certificate in accountancy and holds a
bachelor’s degree in commerce (accounting) from the Curtfin
University of Technology, Western Australia.

Ms. SHI Shu Su (B i ), aged 52, is a partner in Hui Zhou Zhong
Hong Xin Yue Long Certified Public Accountants since 2001.
She has over 30 years of experience in accountancy and
financial management. Ms. Shi is a registered accountant in
the People’s Republic of China.

Company Secretary

Mr. CHAN Chiu Hung, Alex (FR £]3t), aged 40, is the company
secretary and qualified accountant of the Company, and
oversees the legal, finance, taxation, corporate and
compliance matters of the Group. Mr. Chan holds a bachelor
degree in Business Administration, major in Finance. He has
been working with several listed and multinational companies
for over 13 years. Mr. Chan is a fellow member of the
Association of Chartered Certified Accountants and a member
of the Hong Kong Institute of Certified Public Accountants. He
is also a graduate of the Hong Kong Institute of Chartered
Secretaries.
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Senior Management

Ms. CHAN Yuk Fong, Bango (Bf % 35), aged 37, is the general
manager of the Hong Kong operation. She joined the Group in
1998 and is responsible for managing project delivery. Ms.
Chan has 14 years of working experience in the IT fields and
has worked for different enferprises covering the business
domains of telecommunications, finance and manufacturing.
She holds a Bachelor degree of Information System, Commerce
from University of Western Sydney, Nepean and a Master
degree in Project Management from University of Sydney.

Mr. HE Hua Guang (fa] # ¥¢), aged 40, is the general manager
of professional services of the Group. He joined the Group in
1997 and is responsible for the development and management
of the Group’s provision of IT professional services business. Mr.
He has over 14 years of experience in the [T field. He graduated
from the Harbin Institute of Technology, the People’s Republic
of China, with a Bachelor’s degree in Mechanical & Electronic
Engineering and a Master’s degree
Management.

in Engineering
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The directors present their report and the audited financial
statements of the Company and the Group for the year ended
30 June 2006.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of the subsidiaries are set out
in note 15 to the financial statements. There were no significant
changes in the nature of the Group’s principal activities during
the year.

RESULTS AND DIVIDENDS

The Group’s loss for the year ended 30 June 2006 and the
state of affairs of the Company and the Group at that date
are set out in the financial statements on pages 45 to 51.

The directors do not recommend the payment of a dividend
for the year.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of
the Group for the last five financial years, as extracted from
the audited financial statements and as restated/reclassified
as appropriate, is set out on pages 123 and 124. This summary
does not form part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of
the Group during the year are set out in note 13 to the financial
statements.

SHARE CAPITAL AND SHARE OPTIONS

Detail of movement in share capital and share options of the
Company during the year are set out in notes 23 and 24 to the
financial statements, respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles
of Association of the Company or the laws of the Cayman
Islands, being the jurisdiction in which the Company is
incorporated, which would oblige the Company to offer new
shares on a pro rata basis to existing shareholders.
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PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

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

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 25 to the financial
statements and in the consolidated statement of changes in
equity, respectively.

DISTRIBUTABLE RESERVES

The Company’s share premium account, in accordance with
the Companies Law (2000 Revision) of the Cayman Islands, is
distributable to the shareholders of the Company provided
that immediately following the date on which the dividend is
proposed to be distributed, the Company will be in a position
to pay off its debts as and when they fall due in the ordinary
course of business. The share premium account may also be
distributed in the form of fully paid bonus shares. At 30 June
2006, the Company did not have any reserves available for
distribution.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest
customers accounted for approximately 43% of the total sales
for the year and the largest customer included therein
amounted to approximately 22%.

Purchase from the Group’s five largest suppliers accounted for
approximately 48% of the total purchases for the year and
purchases from the largest supplier included therein amounted
to approximately 25%.

None of the directors of the Company or any of their
associates or any shareholders, which, to the best knowledge
of the directors, own more than §% of the Company’s issued
share capital, had any beneficial inferest in the Group’s five
largest customers or suppliers.
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DIRECTORS

The board of directors (the “Board”) of the Company during
the year and up to the date of this report were:

Executive directors:

Mr. HUANG Shaokang

Mr. CHOW Siu Kwong  (appointed on 12 August 2005)

Mr. LIU Lin
Mr. ZENG Weiren (resigned on 28 October 2005)
Mr. XIN Vi (resigned on 28 October 2005)

Non-executive directors:
Mr. YIP Sam Lo

Independent non-executive directors:

Ms. CHEN Yen Yung
Mr. LU Wei
Ms. SHI Shu Su

According o Arficle 87 of the Company’s Articles of Association,
Mr. Huang Shaokang, Mr. Liu Lin and Ms. Chen Yen Yung shall
retire at the forthcoming annual general meeting. Ms. Chen
Yen Yung will not offer herself for re-election at the said meeting
whereas the other two retiring Directors, Mr. Huang Shaokang
and Mr. Liu Lin, being eligible, will offer themselves for re-election
at the forthcoming annual general meeting.

The independent non-executive directors are not appointed
for specific terms but are subject to retirement by rotation in
accordance with the Company’s Articles of Association.

The Company has received annual confirmations of
independence from Ms. Chen Yen Yung, Mr. Lu Wei and Ms.
Shi Shu Su and as at the date of this report still considers them
to be independent.

DIRECTORS” AND SENIOR MANAGEMENT
BIOGRAPHIES

Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 12 to
14 of the annual report.
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DIRECTORS” SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual
general meeting has a service confract with the Company
which is not determinable by the Company within one year
without payment of compensation, other than statutory
compensation.

DIRECTORS” REMUNERATION

The directors’ fees are subject to shareholders’ approval at
general meetings and monitored by the remuneration
committee on a continuous basis. Other emoluments are
deftermined by the Company’s remuneration committee with
reference to directors’ duties, responsibilities and performance
and the result of the Group.

DIRECTORS’ INTEREST IN CONTRACTS

Save as the related party transactions and connected
fransactions disclosed in note 30 to the financial statements,
no director had a material interest, either directly or indirectly,
in any contract of significance to the business of the Group to
which the Company, or any of its subsidiaries was a party
during the year.

MANAGEMENT CONTRACTS

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

DISCLOSURE OF INTERESTS UNDER PART XV
OF THE SECURITIES AND FUTURES
ORDINANCE (THE "SFO")

A. DIRECTORS AND CHIEF EXECUTIVES

At 30 June 2006, the interests and short positions of the
Directors and chief executives of the Company in the
shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning
of Part XV of the SFO) which are required (a) to be notified
to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which they are taken or deemed fo
have under such provision of the SFO); or (b) pursuant to
section of 352 of the SFO fo be entered info the register
referred to therein; or (c) pursuant to Rules 5.46 to 5.67 of
the GEM Listing Rules to be notified to the Company and
the Stock Exchange as follows:
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(1) DIRECTORS

1.

Aggregate long position in shares (in respect of U

M &%

positions held pursuant to equity derivatives)
underlying shares and in debentures of the
Company and its associated corporation(s)

a. Inferest in shares (other than pursuant to
equity derivatives such as share options,
warrants to subscribe or convertible bonds)

o

the Company

Name of Director

i

Mr. Yip Sam Lo

R=-E%4

Mr. Huang Shaokang

9\

xE

hild

K

Mr. Liu Lin

MmE L

Notes

k=2

(®)

Capacity

gt

Founder of a
discretionary frust
PREETZEFA

Interest of a controlled
corporation

S AR R

Beneficial owner

BEHRBEBA

Interest of a controlled
corporation
e NG

RARBREBEEE 2 ki (3
RERATETABAEZRALEM
) HERORESFP TR
7

a REhzRm (RERAKDT
ETA(PImERE - AJR
BrREEmrrikiE

L1

@ Ard
Number of Percentage of
ordinary shares issued share
interested capital
BERERZZ BT
EBEREE BRAB DL
26,257,720 10.94%
91,633,824 38.16%
24,162,510 10.06%
9,609,489 4.00%




A
| it

Report of the Directors EEERE

Notes: Btat -

As at 30 June 2006, 26,257,720 shares
of the Company were held by
Araucarea Holdings Limited
(“"Araucarea”), a corporation wholly
owned by TUYF Company Limited as
trustee of The TUYF Unit Trust, a unit
trust of which all of the units in issue
were owned by HSBC International
Trustee Limited ("HSBC Trustee”) in its
capacity as the trustee of The TUYF
Family Trust, a discretionary family frust
of which the objects include the
family members of Mr. Yip Sam Lo.

Accordingly, Mr. Yip Sam Lo, as
founder of The TUYF Family Trust was
deemed to be interested in 26,257,720
shares of the Company held by
Araucarea.

As at 30 June 2006, China Dynamic
Enterprises Limited (the “China
Dynamic”) owned 91,633,824 shares
of the Company. As at 30 June 2006,
Mr. Huang Shaokang was the sole
beneficial shareholder of China
Dynamic, and was deemed to be
interested in shares of the Company
held by China Dynamic.

Apart from the above, as at 30 June
2006, Mr. Huang Shaokang personally
owned 24,162,150 shares of fthe
Company.

As at 30 June 2006, Mr. Liu Lin was the
sole beneficial shareholder of Kingston
View International Limited (“Kingston
View"), and wholly-owned by Mr. Liu
Lin, an Executive Director, Mr. Liu Lin
was deemed to be interested in
9,609,489 shares of the Company held
by Kingston View.

RZTEERFNA=T
B 26,257,7208% 7&K 2 7
B 1 B Araucarea
Holdings Limited
(TAraucareal ) # & -
Araucareas TUYF
Company LimitedAThe
TUYF Unit Trust{Z 55 A & 19
=EWB AR MThe
TUYF Unit Trust/A —I8 841
5t H2HERITEMN
# HSBC International
Trustee Limited ([HSBC
Trustee] ) LA The TUYF
Family TrustZ 555 A & 1%
%A - The TUYF Family
TrustAl B —TB 2R KE
R HEZEAREE=M
SHEZRKKE ©

Al E=ExEEr
The TUYF Family Trustz
Bl A R ABER
Araucareaf & 2
26,257,7200% A< A &) i {5
hEAERES -

=

—TEERERNAZT
H -+ China Dynamic
Enterprises Limited
(I'China Dynamicl) ##&
91,633,8240% & 1 7] &
HeR_ZTERNESNAZ
+H CEBLEREEER
China Dynamicz # — &
@R - 18 &R China
DynamicFT#i B 2 AR &)
B ERERS -

fr Ealioh » RZZTERF
ANA=t+H BLOEEE
18 A ¥ 5 24,162,1500% A
NAG o

R_ZETRENA=Z+
B - 5T & A Kingston
View International
Limited ( [ Kingston
View]) 2 M —E&HER -
HATESUMEERS
BHEE - WEERRB/R
Kingston Viewfi# & 2
9,609,489 7 12 7 & 15 7
HHEER -



]

l”

'|||

O.-\.
o
% L

RO Limited Z BHMRAF | ANNUAL REPORT 20

Report of the Directors EEEHE

(i) Associated corporations - EPRO @iy 8 B X — EPRO
Systems Limited (an indirect wholly- Systems Limited (42 &
owned subsidiary of the Company) ZHEE2ENBRR)

Number of
non-voting
deferred shares Percentage
interested of total issued
in associated non-voting
Name of Director Note Capacity corporation  deferred shares
REBEZEEE HERTERE
BR o BRER RIELER 7
EEnE st L) BERMDHA BHFHL
Mr. Yip Sam Lo I Founder of a 5,112,991 33.86%
discretionary frust
E-FiAE ZHEETZEIHA
Note: Bt -
1. As at 30 June 2006, these shares were 1. RZBEZXRERA=ZT
held by Araucarea, a corporation H @« &% 5 & » &

wholly owned by TUYF Company
Limited as trustee of The TUYF Unit
Trust, a unit frust of which all of the
units in issue were owned by HSBC
International Trustee Limited ("HSBC
Trustee”) in its capacity as the trustee
of The TUYF Family Trust, a
discretionary family trust of which the
objects include the family members of

Mr. Yip Sam Lo.

Accordingly, Mr. Yip Sam Lo, as
founder of The TUYF Family Trust was
deemed to be interested in 5,112,991
non-voting deferred shares held by

Araucarea.
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Interests in debentures

The Company or its associated
corporations had not issued any
debentures.

Interests in underlying shares (in respect of
position held pursuant to equity derivatives)

Pursuant to the terms of Pre-IPO Share
Option Plan, adopted by the Company on
24 February 2000 (the “Pre-IPO Share
Option Plan”), options for subscribing the
shares of the Company had been granted
to the Directors without consideration (as
adjusted as a result of a right issue of shares
of the Company in 2004 and the
consolidation of every ten shares of HK$0.01
each in the issued and unissued share
capital of the Company fo one share of
HKS$0.10 each in the share capital of the
Company the issued and unissued share
capital of the Company which took effect
at 4:00 p.m. on Friday, 30 December 2005
("Share Consolidation”) as follows:

@) the Company (physically seftled
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equity derivatives) PTHETAR)
Number of Percentage
underlying ordinary of issued
Name of Director Capacity shares interested share capital
mERRZ HEe 1T
BENE 54 HEZEEBREE RABD L
Mr. Yip Sam Lo Beneficial owner 1,986,367 0.82%
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The following information of share
options granted to the Director,
pursuant to the share option schemes,
under Chapter 23 of the GEM Listing
Rules is required to be disclosed
pursuant to Rule 18.58 (A) (1) of the
GEM Listing Rules:

Number of

options

Name of grantee Date of grant granted

ERiEZ

ERABA R BAH BREZE

Mr. Yip Sam Lo 26 July 2000 1,986,367
E-Mas 22T E

+tAZ+H

No opfions were exercised or
cancelled under the Pre-IPO Share
Option Plan or the Share Option
Scheme adopted by the Company on
24 July 2000 (the “Share Option
Scheme”) since their respective dates
of grant and up to 30 June 2006. As at
30 June 2006, there were no options
outfstanding under the Share Opftion
Scheme.

(i) Associated corporation

No such interest was reported by the
Directors.

Aggregate short position in shares and (in
respect of positions held pursuant to equity
derivatives) underlying shares and in debentures
of the Company and ifs associated
corporation(s)

Exercise
period

T

2 February 2001
to 23 July 2010
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Number of
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Exercise share
price  options as at
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No such short position was reported by the
Directors.

(2) CHIEF EXECUTIVES

1. Aggregate long position in shares and (in
respect of positions held pursuant to equity
derivatives) underlying shares and in debentures
of the Company and ifs associated
corporation(s)

No such interest was reported by any chief
executive of the Company.

2. Aggregate short position in shares and (in
respect of positions held pursuant tfo equity
derivatives) underlying shares and in debentures
of the Company and ifts associated
corporation(s)

No such short position was reported by any chief
executive of the Company.

In additional to the above, as at 30 June 2006,
certain Directors are holding shares in the Hong Kong
subsidiaries of the Company in a non-beneficial
interest o meet the then minimum shareholder
requirements.

Save as disclosed above, as at 30 June 2006, none
of the Directors or the chief executive of the
Company had, under Divisions 7 and 8 of Part XV of
the SFO, nor were they taken to or deemed o have
under such provisions of the SFO, any interest or short
position in the shares, underlying shares or
debentures of the Company or any associated
corporations (within the meaning of Part XV of the
SFO) or any interest which were required fo be
entered into the register kept by the Company
pursuant fo section 352 of the SFO or any inferest
which were required to be notified to the Company
and the Stock Exchange pursuant to the required
standard of dealings by directors of listed issuers as
referred to in Rule 5.46 to 5.67 of the GEM Listing
Rules.
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SUBSTANTIAL SHAREHOLDERS

At the 30 June 2006, the interests or short positions in the
shares and underlying shares of the Company as recorded
in the register required to be kept by the Company under
section 336 of the SFO were as follows:

1. Aggregate long position in shares (in respect of
positions held pursuant to equity derivatives)
underlying shares of the Company

a.

Interests in shares (other than pursuant to equity
derivatives such as share options, warrants to

subscribe or convertible bonds)

Name of shareholder

REERB

China Dynamic

Ms. Yip Chi Yu

gEERumz+

Araucarea

TUYF Company Limited

HSBC International
Trustee Limited

Ms. Tai Fung

BB 2L

Notes:

Capacity

3%

Beneficial owner
EREAA
Interest of spouse
fic 48 # &3
Beneficial owner
Em#Aa A
Trustee

EFEA

Trustee

FFEA

Founder of a

discrefionary tfrust

ZREFEZAITA
Interest of spouse
i 1B 4 &

1. The interest of China Dynamic has also disclosed
as interest of Mr. Huang Shaokang in the above
paragraph under “Disclosure of interests under
Part XV of the Securities and Futures Ordinance -
Directors and Chief Executives”.

2. Ms. Yip Chi Yu was deemed to be interested in
an aggregate of 115,796,334 shares of the
Company through interest of her spouse, Ms.

Huang Shaokang.

B FERR

R-_ZFERFNA=Z1TH  REFHFIEE
GHIEIBEREARBFEZELMAA
BRARF B RAARRN 2 Em SRR

mF -

1. RARAKE K (LRERELT
S TARBEZEEME) HER

mHZHEREY

a Rz (RERATETA
(PIanfE e - A RRE 2 Rk

g MRES) BERIN
Number
of ordinary Percentage
shares of issued
interested Notes share capital
EERERZ =5 &6y
ZEREE Wi i BABS L
91,633,824 Q) 38.16%
115,796,334 (&) 48.22%
26,257,720 3) 10.94%
26,257,720 ) 10.94%
26,257,720 3) 10.94%
26,257,720 (4a) 10.94%
1,986,367 (4b) 0.82%
Bz -

1. China Dynamicz # 5 75 & 7
FRIBEESRPEGIIEXV
BEEEZ -EFRERNT
BEIRBRELREEZER -

2. HEXWMZIBRAERERBE
bEEEZESM R A
115,796,3348% 74~ 1% A IR 17 7 %

B -
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4a.

4b.

As at 30 June 2006, Araucarea was the beneficial
owner of 26,257,720 shares of the Company.
Araucarea is a wholly owned subsidiary TUYF
Company Limited as trustee of The TUYF Unit Trust
which is, in turn, wholly owned by HSBC Trustee.
HSBC Trustee is the trustee of a discretionary trust
called The TUYF Family Trust. Mr. Yip Sam Lo, a
non-executive Director, is also a director of
Araucarea.

As at 30 June 2006, these shares of the Company
were held by Araucarea, details of Araucarea’s
interest is set out in note 3 above. Ms. Tai Fung,
as founder of the TUYF Family Trust was deemed
to be interested in the Shares held by Araucarea.

As at 30 June 2006, Ms. Tai Fung, was the spouse
of Mr. Yip Sam Lo, was deemed to be interested
in the options to subscribe for 1,986,367 shares of
the Company held by Mr. Yip Sam Lo through
interests of her spouse. Details of Mr. Yip Sam Lo’s
interest in shares of the Company have also been
disclosed in the sub-section headed “Interest in
shares” and “Interests in underlying shares” under
the section headed “Disclosure of Interests Under
Part XV of The SFO” above.

4q.

4ab.

R-ZEEXNFXNA=1+A8
Araucarea]i26,257, 7208 28 A
AR ZEXHEE AN
Araucareasz TUYF Company
Limited A The TUYF Unit Trust{s
RAFHEERAEZRAR M
The TUYF Unite TrustA — T8 & iz
{55 + EJHFAHSBC Trusteefi &
BB ° HSBC Trustee B The
TUYF Family TrustZ E5E A ° 3F
WITESFE="HBEXETA
Araucarea” ¥ -

%

A

—TTRERNA=TAH - %F
ANA RIS Ty B AraucareafT i
A+ AraucareaZ B EH R
XIS e BB Z T ERTUYF
Family Trustz 813 A 418 A R
R Araucareaffi #4215 &
B -

RZZEZERFARA=TH  #HE
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b. Interests in underlying shares (in respect of b. RBBARKRGz#EzE (IR BERADT
positions held pursuant to equity derivatives) ASTERBZEEME)
(@) the Company (physically settled equity M ARAR(ENRAFBRATE
derivatives) TR)
Number of
underlying Percentage
Name of ordinary shares of issued
substantial shareholder Capacity interested Notes share capital
EERERZ HE 81T
TERRHR 517 HEETBERHA i i i =R
Ms. Tai Fung Interest of spouse 1,986,367 (@) 0.82%
HE 2+ B 48 1 5
Note: Wi et
1. Ms. Tai Fung was deemed to be interested 1. HEZTHBEAFSBERBE=

in 1,986,367 share options of the Company
through interests of her spouse, Mr. Yip Sam
Lo.

Details of the above share options are
required to be disclosed by the GEM Listing
Rules have been disclosed in the above
paragraph under “Disclosure of interests
under Part XV of the Securities and Futures
Ordinance - Directors and Chief Executive”.

Aggregate short position in shares and (in
respect of positions held pursuant to equity
derivatives) underlying shares of the
Company

No such interest was reported fo the
Company.

Saved as disclosed above, as at 30 June 2006,
no person, other than the Directors whose
interests are set out in the above paragraph
under “Disclosure of interests under Part XV of

the Securities and Futures Ordinance - Directors
and Chief Executives”, had registered an
inferest or a short position in the shares or
underlying share of the Company that was
required to be recorded under Section 336 of
the SFO.
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SHARE OPTION SCHEMES

M

@

Pre-IPO Share Option Plan

In recognising the contribution of certain directors of the
Company to the growth of the Group and/or the listing of
the shares of the Company on the GEM of the Stock
Exchange, the shareholders adopted a Pre-IPO share
option plan. Pursuant to the terms of the Pre-IPO Plan,
options for subscribing the Shares had been granted to
the Directors without consideration (as adjusted as a result
of a right issue of shares of the Company on 9 January
2004 and the Share Consolidation), which were sfill
outstanding, as follows:

Number of share options

BREHE
Name or Lapsed
category At during At 30
of participant 1 July 2005 the year June 2006
2EEY R-ZEELF RAFE RZZERE
iRy tHA—H AP ~B=+AH
Director
=
Mr. Yip Sam Lo 1,986,367 - 1,986,367
E-EX4&

# The vesting period of share options is from the date of grant
until the commencement of the exercise period.

Share Option Scheme

The Company adopted a share option scheme (the
“Scheme”) on 24 July 2000 for the purpose of providing
incentives and rewards to eligible participants who
confribute to the success of the Group’s operatfions.
Pursuant tfo the Scheme, the board of directors of the
Company is authorised, at its absolute discretion, to invite
any employees, including any executive director of the
Company or any of its subsidiaries, to take up options to
subscribe for shares of the Company. The Scheme
became effective for a period of 10 years commencing
on the listing of the Company’s shares on 2 August 2000.
Further details of the Scheme are also set out in the
Prospectus dated 27 July 2000.
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The maximum number of shares in respect of which
options may be granted under the Scheme, together with
the options so granted under the Pre-IPO Plan, may not
exceed 10% of the issued share capital of the Company
or to a maximum of 30% should the shareholder renew
the 10% limit from time to time which have been duly
allofted and issued.

The maximum number of shares issuable under share
options to each eligible participant in the Scheme within
any 12-month period is limited to 25% of the shares of the
Company in issue at any time. Any further grant of share
options in excess of this limit is subject to shareholders’
approval in a general meeting of the Company.

The offer of a grant of share options may be accepted
within 28 days from the date of the offer, upon payment
of a nominal consideration of HKS$1 in total by the grantee.
The exercise period of the share options granted in
determinable by the directors, and commences after a
certain vesting period and ends on a date which is not
later than five years from the date of the offer of the
share options or the expiry date of the Scheme, whichever
is earlier. The exercise price of the share options is
determinable by the directors, but may not be less than
the higher of (i) the Stock Exchange closing price of the
Company’s shares on the date of the offer of the share
options; (ii) the average Stock Exchange closing price of
the Company’s shares for the five trading days
immediately preceding the date of the offer and (iii) the
nominal value of the Company’s shares.

The directors are aware that some of the terms of the
Scheme do not comply with the requirements of Chapter
23 of the Rules Governing the Listing of Securities on GEM
of the Stock Exchange (the "GEM Listing Rules”) which
became effective on 1 October 2001. If the Company
infends to grant options under the Scheme, the directors
will ensure that any of such grant of options complies with
the requirements of the said Chapter 23 of the GEM Listing
Rules.

As at 30 June 2006, there were no options outstanding
under the Scheme. No options were granted under the
Scheme for the year ended 30 June 2006.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Apart from as disclosed in the above paragraph under
“Disclosure of interest under Part XV of the Securities and
Futures Ordinance — A. Directors and Chief Executives”,
tfime during the year were rights to acquire benefits by means
of the acquisition of shares in or debentures of the Company
granted to any directors or their respective spouse or children
under 18 year of age, or were any rights exercised by them; or
was the Company, or any of its subsidiaries a party to any
arrangement to enable the directors of the Company to

at no

acquire such rights in any other body corporate.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the directors, at least 25% of the
Company’s total issued share capital was held by the public
as at the date of this report.

DIRECTORS’
BUSINESS

None of the directors, initial management shareholders or their
respective associates of the Company has an inferest in a

INTERESTS IN A COMPETING

business which competes or may compete with the business
of the Group.

LEGAL PROCEEDINGS

In September 2003, a subsidiary of the Group, Epro Systems
(China) Limited ("EPRO China”), and Linkfull Investment Group
Limited (“Linkfull”) entered info an agreement whereby EPRO
China agreed to sell and Linkfull agreed to purchase 7,000
shares of HKS1 each (the “Sale Shares”) in EPROgistics Limited
("EPROgistics”) at the consideration of HK$1,750,000 (the
“Consideratfion”), which was unconditionally and irrevocably
guaranteed by Mr. Wong Tak ("*Mr. Wong”), a then staff of the
Group and a beneficial owner of Linkfull.

The Consideration for the sale and purchase of the Sale Shares
shall be settled in fwo tranches as follows:

(a) as to HKST million, upon the signing of the agreement for
sale and purchase dated 10 September 2003 (the
“Agreement”);

(b) as to HK$750,000, at anytime thereafter but in any event
on or before 30 June 2005.
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The first tranch of the HK$1,000,000 was received by EPRO
China on 10 September 2003 and pursuant to two
supplemental deeds dated 30 August 2005 and 11 January
2006 respectively, the due date for settlement of the second
franche was extended to 30 June 2006.

As at the balance sheet date, apart from further HK$37,000
was received by EPRO China, Linkfull failed/refused to pay the
balance of the Consideration in the sum of approximately
HK$713,000 together with the interest thereon.

Despite of repeated extension and in view of the default in
payment, EPRO China filed a claim against Mr. Wong on 8
August 2006 to the District Court of the Hong Kong Special
Administrative Region in respect of the outstanding balance
of the Consideration of approximately HK$713,000 together
with the interest from 1 July 2005 fill payment.

Notwithstanding the confidence of the directors of the
Company on successful claim of the said amount, a full
provision for the receivable of the oufstanding principal
amount of HK$713,000 had been made in the financial
statements of the Group for the year ended 30 June 2006.

AUDITORS

Ernst & Young acted as auditors of the Company for the years
ended 30 June 2002, 2003 and 2004. CWCC acted as auditors
of the Company for the year ended 30 June 2005.

During the year, CWCC resigned as auditors of the Company
and Cachet Certified Public Accountants Limited ("*Cachet”)
were appointed by directors to fill the casual vacancy so
arising. Cachet retire and a resolution for their re-appointment
as auditors will be proposed at the forthcoming annual general
meeting.

On behalf of the Board
HUANG Shaokang

Chairman

25 September 2006
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The Board is pleased to present this Corporate Governance
Report in the Group’s annual report for the year ended 30
June 2006.

The Company is committed to a high standard of corporate
governance as an essentfial component of quality and has
infroduced corporate governance practices appropriate to
the conduct and growth of its business.

In the opinion of the directors, the Company has applied the
principles of the Code on Corporate Governance Practices
(the "CG Code”) contained in Appendix 15 of The Rules
Governing the Listing of Securifies on the Growth Enferprise
Market of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) (the “"GEM Listing Rules”) and complied with
all the code provisions of the CG Code (the "Code Provisions”)
except for (i) Code Provision A.4.1 which requires that non-
executive directors should be appointed for a specific term,
subject to re-election; and (ii) Code Provision E.1.2 which
stipulates that the Chairman of the Board should aftend the
annual general meeting. Details of such deviations will be
explained below.

The current practices will be reviewed and updated regularly by
the Company in order to follow the latest practices on corporate
governance. The key corporate governance principles and
practices of the Company are summarised as follows:

BOARD OF DIRECTORS
Composition

The composition of the Board ensures a balance of skills and
experience appropriate to the requirements of the business of
the Company and tfo the exercising of independent
judgement. The Board as at the date of the annual report
comprises:

Executive Directors:

Mr. HUANG Shaokang (Chairman)

Mr. CHOW Siu Kwong (Chief Executive Officer)
Mr. LIU Lin

Non-executive Director:
Mr. YIP Sam Lo

Independent Non-executive Directors:
Ms. CHEN Yen Yung

Mr. LU Wei

Ms. SHI Shu Su
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None of the above members of the Board is related to one
another.

Throughout the year ended 30 June 2006, the Board at all
fimes met the requirements of the GEM Listing Rules relating to
the appointment of at least three independent non-executive
directors with at least one independent non-executive director
possessing appropriate professional qualifications, or
accounting or related financial management expertise.

All the independent non-executive directors are considered to
be independent as the Company has received the annual
confirmation from each of the independent non-executive
directors as required by the GEM Listing Rules.

The non-executive directors bring a wide range of business
and financial expertise, experiences and independent
judgement to the Board. Through active parficipation in Board
meetings, taking the lead in managing issues involving
potential conflict of interests and serving on Board commitftees,
all non-executive directors make various conftributions to the
effective direction of the Company.

Responsibilities
The Board has the ultimate decision on the Group’s overall
strategy, annual budget, annual and interim results,

appointment of directors, significant confracts and fransactions
as well as other significant policy and financial matters. The
Board has delegated the daily operations and administration
to the Chief Executive Officer and senior management of the
Company. The delegated functions and work tasks are
periodically reviewed. Approval has to be obtained from the
Board prior to any decision making or entering into any
commitments on behalf of the Company.

Each director has access to the Board papers and related
materials and advice and services of the Company Secretary,
with a view to ensuring that board procedure and all
applicable rules and regulations are followed. In addition,
each director has separate and independent access to the
Company’s senior management fo facilitate them to make
decisions. All directors, in the discharge of their duties, are
allowed to seek independent professional advice in
appropriate circumstances at a reasonable cost to be borne
by the Company.
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Appointment and Re-election of Directors

The Company has established formal, considered and
transparent procedures for the appointment and succession
planning of directors.

Code Provision A.4.1 stipulates that non-executive directors
should be appointed for a specific term, subject to re-election.

The non-executive and independent non-executive directors
of the Company, except for Ms. Chen Yen Yung, are nof
appointed for a specific term but they are subject to retirement
by rotation and re-election at the annual general meeting of
the Company. The term of office of Ms. Chen Yen Yung is up
to the conclusion of the Company’s 2006 annual general
meeting.

In accordance with the Company’s Articles of Association, all
directors of the Company are subject to retirement by rotation
at least once every three years and any new director
appointed to fill a casual vacancy or as an addition fo the
Board shall submit himself/herself for re-election by
shareholders af the first general meeting after appointment.

Though the Company has not set up a nomination committee,
the Board as a whole is responsible for reviewing the Board
composition, developing and formulating the relevant
procedures for nomination and appointment of directors,
monitoring the appointment and succession planning of
directors and assessing the independence of independent
non-executive directors.

Where vacancies on the Board exist, the Board will carry out
the selection process by making reference to the skills,
experience, professional knowledge, personal integrity and
time commitments of the proposed candidates, the
Company’s needs and other relevant statutory requirements
and regulations.

During the year, the Board met once (with the presence of Mr.
Huang Shaokang, Mr. Chow Siu Kwong, Mr. Yip Sam Lo and
Mr. Liu Lin) and reviewed the structure, size and composition
of the Board to ensure that it has a balance of expertise, skills
and experience appropriate for the requirements of the
business of the Company.
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In accordance with the Company’s Articles of Association, Mr.
Huang Shaokang, Mr. Liu Lin and Ms. Chen Yen Yung shall
retire at the forthcoming annual general meeting of the
Company. Ms. Chen Yen Yung will not offer herself for re-
election whereas the other two retiring directors, Mr. Huang
Shaokang and Mr. Liu Lin, being eligible, will offer themselves
for re-election at the said meeting. The Board recommended
the re-appointment of these directors standing for re-election
at the forthcoming annual general meeting of the Company.
Detailed information of such directors standing for re-election
is contained in the Company’s circular to be despatched to
the shareholders of the Company.

Training and Confinuing Development for
Directors

Arrangements will be in place for providing to the directors a
comprehensive, formal and tailored induction on the first
occasion of his/her appointment, so as to ensure that he/she
has proper understanding of the business and operations of
the Company and is fully aware of his/her responsibilities and
obligations under the GEM Listing Rules and relevant regulatory
requirements. The Company will also provide continue briefing
and professional development when and as necessary.

Board Meetings

In order to achieve a high standard of corporate governance,
the Board met regularly at approximately quarterly interval to
discuss the overall strategy and operation and financial
performance of the Group as well as on an ad hoc basis, as
required by business needs. During the year ended 30 June
2006, the Board met five times of which four were regular Board
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meetings. Attendance of each director at the Board meetings
is set out below:

Number of
Board meetings
attended/eligible

to attend

Executive Directors:
Mr. HUANG Shaokang 9/11
Mr. CHOW Siu Kwong

(appointed on 12 August 2005) 10/10
Mr. LIU Lin 8/11
Mr. ZENG Weiren

(resigned on 28 October 2005) 0/4
Mr. XIN Yi

(resigned on 28 October 2005) 0/4
Non-executive Director:
Mr. YIP Sam Lo 11/11
Independent Non-executive Directors:
Ms. CHEN Yen Yung 5/11
Mr. LU Wei 5/11
Ms. SHI Shu Su 5/11

Notices of regular Board meetings are served to all directors
at least 14 days before the meetings. For other Board and
commiftee meetings, reasonable notice is given. Board papers
together with all appropriate, complete and reliable
information are sent fo all directors/committee members at
least 3 days before each Board meeting or committee meeting
to keep the directors apprised of the latest developments and
financial position of the Company and to enable them to
make informed decision.

Board minutes are kept by the Company Secretary of the
Company. Draft and final versions of the Board minutes are
sent to the Directors for their comments and records, in both
cases within a reasonable fime after the meeting.
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According to current Board practice, any material fransaction,
which involves a conflict of inferests for a substanftial
shareholder or a director, will be considered and dealt with by
the Board at a duly convened Board meeting. The Company’s
Articles of Association also contain provisions requiring directors
to abstain from voting and not to be counted in the quorum
at meetings for approving transactions in which such directors
or any of their associates have a material interest.

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

Code Provision A.2.1 stipulates that the roles of Chairman and
Chief Executive Officer should be separate and should not be
performed by the same individual.

Mr. HUANG Shaokang is the Chairman of the Company and is
responsible for the leadership of the Board and ensuring its
effectiveness in all aspects. With the support of the Company
Secretary and the senior management, the Chairman is also
responsible for ensuring that the directors receive adequate,
complete and reliable information in a timely manner and
appropriate briefing on issues arising at the Board meetings.

Mr. CHOW Siu Kwong is the Chief Executive Officer and is
responsible for implementing objectives, policies and strategies
approved and delegated by the Board. He is in charge of the
Company’s day-to-day management and operations. The
Chief Executive Officer is also responsible for developing
strategic plans and formulating the organisational structure,
conftrol systems and internal procedures and processes for the
Board’s approval.

BOARD COMMITTEES

The Board has established 2 committees, namely the Audif
Committee and the Remuneration Committee, for overseeing
particular aspects of the Company’s affairs. Both of the Board
committees of the Company are established with defined
written terms of reference, as approved by the Board, which
set out the major duties. The terms of reference of the Board
Committees are available to shareholders upon request and
are posted on the Company’s website at www.epro.com.hk.

The Board committees are provided with sufficient resources
to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate
circumstances, at the Company’s expenses.
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Remuneration Committee

The Remuneration Commiftee comprises two independent
non-executive directors, namely Ms. Chen Yen Yung and Mr.
Lu Wei and one executive director of the Company, namely
Mr. Chow Siu Kwong. Ms. Chen Yen Yung is the chairman of
the Remuneration Committee.

The primary objectives of the Remuneration Committee include
making recommendations on and approving the remuneration
policy and structure and remuneration packages of the
executive directors and the senior management. The
Remuneration Committee is also responsible for establishing
transparent procedures for developing such remuneration
policy and structure to ensure that no director or any of his/
her associates will participate in deciding his/her own
remuneration, which remuneration will be determined by
reference to the performance of the individual and the
Company as well as market practice and conditions.

The Remuneration Committee did not hold any meeting during
the year ended 30 June 2006. At the request of the
Remuneration Commiftee members, the Human Resources
Department will submit the information on the Company’s
remuneration policy, structure and packages of directors and
senior management for their review and discussion.

Audit Committee

The Audit Committee comprises three independent non-
executive directors of the Company, namely Ms. Chen Yen
Yung, Ms. Shi Shu Su and Mr. Lu Wei. Ms. Chen Yen Yung is the
chairman of the Audit Committee. None of the members of
the Audit Committee is a former partner of the Company’s
existing external auditors.

The main duties of the Audit Committee include the followings:

(a) To review the financial statements and reports and
consider any significant or unusual items raised by the
qualified accountant, compliance officer, internal auditor
(if any) or external auditors before submission to the
Board.

(b) To review the relationship with the external auditors by
reference to the work performed by the auditors, their
fees and terms of engagement, and make
recommendation to the Board on the appointment, re-
appointment and removal of external auditors.
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(c) To review the adequacy and effectiveness of the
Company’s financial reporting system, internal confrol
system and risk management system and associated
procedures.

The Audit Committee held four meetings during the year
ended 30 June 2006 to review the financial results and reports
of the Company. Attendance of each member at the Audit
Committee meetings is set out below:

Number of
Committee meetings
attended/eligible

to attend
Ms. CHEN Yen Yung 6/6
Ms. SHI Shu Su 5/6
Mr. LU Wei 6/6

There is no disagreement between the Board and the Audit
Committee regarding the selection, appointment, resignation
or dismissal of external auditors.

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

The Audit Committee reviews the quarterly results, interim and
annual reports before submission to the Board. The Audit
Committee focuses not only on the impact of the changes in
accounting policies and practices but also on the compliance
with the accounting standards, the GEM Listing Rules and the
legal requirements in the review of the Company’s quarterly,
interim and annual reports.

AUDITORS” REMUNERATION

The remuneration to the external auditors of the Company in
respect of audit services for the year ended 30 June 2006
amounted to HK$380,000. The remuneration to the external
auditors of the Company in respect of taxation advisory
services and other advisory services for the year ended 30
June 2006 amounted to HK$40,000 and HK$4,000 respectively.
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ACCOUNTABILITY AND AUDIT

The directors acknowledge their responsibility for preparing the
financial statements of the Group and ensure the financial
statements have adopted the accounting principles generally
accepted in Hong Kong and compiled with the requirements
of Hong Kong Financial Reporting Standards which also include
Hong Kong Accounting Standards and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies
Ordinance and the GEM Listing Rules.

As at 30 June 2006, the directors are not aware of any material
uncertainties relating to events or conditions which may cast
significant doubt upon the Company’s ability to continue as a
going concern. Accordingly, the directors have prepared the
financial statements of the Company on a going-concern
basis.

The reporting responsibilities of the Company’s external
auditors are set out in the Report of Auditors on pages 43 and
44,

INTERNAL CONTROLS

The Board is responsible for maintaining an adequate internal
control system to safeguard shareholder investments and the
Company’s assets, and reviewing the effectiveness of such on
an annual basis through the Audit Committee. The Board has
reviewed the effectiveness of the Group’s internal confrol
system, covering financial, operational and compliance
controls and risk management functions during the year.

DIRECTORS’/RELEVANT EMPLOYEES’
SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding
director’ dealings in the Company’s securities (the "Own
Code”) on terms no less exacting than the required standard
of dealings set out in Rules 5.48 to 5.67 of the GEM Listing Rules
(the "Required Standard of Dealings”). Having made specific
enquiry of all directors, all directors confirmed that they have
complied with the Own Code and the Required Standard of
Dealings throughout the year.
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The Company also has established code on no less exacting
tferms than the Required Standard of Dealings for securities
transactions by employees (the “"Code for Securities
Transactions by Relevant Employees”) who are likely to be in
possession of unpublished price-sensitive information of the
Company. No incident of non-compliance of the Code for
Securities Transactions by Relevant Employees by the

employees was noted by the Company.

SHAREHOLDER RIGHTS AND INVESTOR
RELATIONS

The rights of shareholders and the procedures for demanding
a poll on resolutions at shareholders’” meetings are contained
in the Company’s Articles of Association. Details of such rights
tfo demand a poll and the poll procedures are included in all
circulars to shareholders and will be explained during the
proceedings of meetings.

Poll results will be posted on the website of the Company and
of the Stock Exchange by way of an announcement on the
business day following the shareholders” meeting.

The general meetings of the Company provide an opportunity
for communication between the shareholders and the Board.
The Chairman of the Board as well as chairman of the
Remuneration Committee and Audit Committee, or in their
absence, other members of the respective committees, and
where applicable, the independent Board committee, are
available to answer questions at the shareholder’s meetings.
However, the Chairman of the Board was unable to attend
the Company’s 2005 annual general meeting (as stipulated
under the Code Provision E.1.2 of the CG Code) as he had an
important business engagement. Despite his absence, he had
arranged for the Chief Executive Officer taking the chair of
the meeting and answering shareholders’ questions. No
questions were raised by the shareholders at the meeting.

Separate resolutions are proposed at shareholders meetings
on each substantial issue, including the election of individual
directors.
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The Company continues fo enhance communications and
relationships with ifs investors. Designated senior management
maintains regular dialogue with institutional investors and
analysts to keep them abreast of the Company’s
developments. Enquiries from investors are dealt with in an
informative and timely manner.

To promote effective communication, the Company also
maintains a website at http://www.epro.com.hk, where
extensive information and updates on the Company’s business
developments and operations, financial information, corporate
governance practices and other information are posted.

On behalf of the Board
HUANG Shaokang
Chairman

25 September 2006
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Report of the Auditors #ZZ{EM¥R &

CACFEL

Cachet Certified Public Accountants Limited

RGECHGEFHABL E

To the members
EPRO LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 45 to 124
which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

Respective responsibilities of directors and
auditors

The Company’s directors are responsible for the preparation
of financial statements which give a true and fair view. In
preparing financial statements which give a true and fair view
it is fundamental that appropriate accounting policies are
selected and applied consistently. It is our responsibility fo form
an independent opinion, based on our audit, on those
statements and to report our opinion to you, as a body, and
for no other purpose. We do not assume responsibility fowards
or accept liability fo any other person for the contents of this
report.

Basis of opinion

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

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

BEEERAE
(REESHSTMALZERRA)
ZREAR

EEOBERFAE124ERBEBERBRMB 2G5
RAIREL 2 B TS ¥R K -

EERZBE 2 @B EF

BUAERARFIUBHRRT BERRESFLE
F-EREZFEBERAFZIHMBHRRE  EF
M%m@;z AERE O THERERZES
R Za&%ﬁﬁ%ﬁzﬁ B %E
WFW%W&% AR B 2 IR R
m°m%2ﬁ¢MTTﬁ¢ﬁ@ﬁL° HEEMA
RARE 2 ATHERMEMA LB BRAEER
ERE

EEZE%

EEECRBERBGHMASHMZ T ERBEL
Lﬁ%ﬁl{’ﬁ ° %ﬁ%ﬁl@ﬁbﬁﬂiﬁﬁ‘ﬁﬁffﬁﬁi
MBERRAMBBRBALRBBEZTHRERZERE - I
a%%%%$%m%%%ﬁ%ﬁ%¢2iﬁ%ﬁ
ﬁ%%~%ﬂﬁzﬁﬁﬁ%% Be ERAR &
SEZABBEARELSERERIEHRN 2R
= o

gﬁﬁﬂﬂtﬁgﬁlﬁ%'ﬂuﬂﬁ—ﬂ%
M%%MmZéﬂ&%E%EM ST
BE Eﬁéi%ﬁﬁﬁiﬁﬁmgfﬁiﬁ%ukﬁk
EHABZHEE - EFLERR  EZREMNMR
ZENMBBREMBCENERBLRORN - &
ERERMZERTIHECATIERREHAELZ
A -




Report of the Auditors #EEmRE T TS S e T |

Opinion =R

In our opinion the financial statements give a true and fair HERAE ' L BEFERUNEER A FHE
view of the state of affairs of the Company and of the Group &~ B2AAE BSHEBN _-_ZTTEA=1+H
as at 30 June 2006 and of the loss and cash flows of the Group  ZB AR - & BEBEHZEZH IEFE 2% F
for the year then ended and have been properly preparedin  EH4E&RE  WEIEBEBARENZHRERT
accordance with the disclosure requirements of the Hong Kong % A& -

Companies Ordinance.

Cachet Certified Public Accountants Limited EEENMERERAT
Certified Public Accountants B

Chan Chi Yuen REE

Practising Certificate Number P02671 2 E E 5 P02671

Hong Kong S

25 September 2006 —EERNFNA=-T+HA

44




~ EPRO Limited SEAMR 2 = | ANNUAL REPORT 2006 & 8
Consolidated Income Statement SR E B HE R
Year ended 30 June 2006 HE-—TTANFAA=TRHIFE
2006 2005
—SEAE  -TERF
Notes HK$°000 HKS’000
Kt zF FET FHET
REVENUE A 4,5 86,478 54,822
Cost of sales BmiEE KA (62,623) (33.562)
Gross profit EF 23,855 21,260
Other income and gains H g A R U= 5 2,298 6,763
Selling and distribution costs HERDHEEA (949) (900)
Technical expenses it & A (9,406) (11,489)
Administrative expenses TR E R (19,983) (19,543)
Other expenses H & H = a9
Finance costs A A AR 9 (798) (952)
Share of profits and losses DIHEE AT Z
of associates A R 18 (83) 534
LOSS BEFORE TAX BB 18 6 (5,066) (4,352)
Tax i 18 10 (345) (45)
LOSS FOR THE YEAR FEEE (5,411) (4,397)
Attributable to: T &5 EA
Equity shareholders ARG ERKRE
of the Company 117 (5,411) (4,397)
Minority interests DYRRER - -
(5,411) (4,397)
DIVIDENDS BE - -
LOSS PER SHARE AAFEBERRE
ATTRIBUTABLE TO ORDINARY EEAEGEREBE
EQUITY SHAREHOLDERS
OF THE COMPANY 12
Basic - SiN (2.67) centsig{li  (2.68) centsiE Al
Diluted B N/AT i A N/A 7@
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30 June 2006 — RERNA=TH

NON-CURRENT ASSETS

Property, plant and equipment
Investment properties

Interest in associates

Others assets
Available-for-sales investments

Total non-current assets

CURRENT ASSETS

Inventories

Trade and bills receivables

Prepayments, deposits and
other receivables

Tax recoverable

Pledged deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade and bills payables

Other payables and accruals

Interest-bearing bank and
other borrowings

FRBEE

ME - WERRE
wAEME
NI 5
Ht &R
AHRHERE

FRBEERE
REBEE

FE

ERESEFRRER

FBRAFRE - ek
H g Uk R

a] Uy [B 71 I8

SRR RS

HekBRSEEHEE

mEBEERME

REEE
BB ZERERRE

Hb IR R R BE

FEERITREMER

Tax payable FERFIE
Total current liabilities mEBEEE
Net current assets MBEEFE
Total assets less current liability EEBERRDAE
NON-CURRENT LIABILITIES ERBERE
Interest-bearing bank and FERTT

other borrowings K E A& R
Total non-current liabilities ERBBEERE
Net assets BEFE
EQUITY e
Equity attributable to equity W R B

shareholders
Issued capital B TR A
Reserves [Eek ]
MINORITY INTERESTS 8RR B 25
Total equity SR

HUANG Shaokang
/j\E
Director

EFE

2005
—ETREF
HK$'000
FHET
1,362

682
317

2,361
7,501
15,583
4,463
281
11,868
16,446

56,142

20 12,073

20,875

21 6,566

5,907
45,421
10,721
13,082
21 5,169
5,169

7,913

23 16,008

(8.095)

7,913

7,913

LIU Lin
Wk
Director

EF



Consolidated Statement of Changes in Equity #r&E@m & 8K

Year ended 30 June 2006 HE T T AEANA=THILFE

Attributable to equity shareholders of the Company

KAARERREL
Issued Share Exchange
share  premium Capital  fluctuation Accumulated Minority Total
capital account reserve reserve losses Total inferests equity
HE L8
BRARE  RAEER  EAERE  IBRE  EZREE i RREE  EREE
Notes HK$'000 HK$'000 HK'000 HK$'000 HK$'000 HK$'000 HK$°000 HK$'000
fizt FAT FAT T T FAT TAT TiEn Fir
At 1 July 2004 R-EEMELA-A 16,008 6,120 335 378 (10,483) 12,358 - 12,358
Fxchonge realignment HERE - - - (48) - ) - (48)
Totalincome and expense for ~ BERNERDBAZEE
the year recognised directly WAREX B8
in equity - - - (48) - (48) - (48)
Loss for the year EEFER - - - - 4.%97) (4,397) - (4.397)
Total income and expense EEZMARFTEE
forthe year - - - ) ww) () - (4,445)
At 30 June 2005 KZEERE/A=TH 16,008 6,120 335 330 (14,880) 7913 - 7913
AT July 2005 R-FERELF-A 16,008 6120 3% %4880 7913 - 7913
Adoption of HKFRS 3 RABREEAE
REE3% 2224 - - (335) - 335 - - -
16,008 6120 - B0 (14589) 7913 - 7913
Realisation of exchange reseve BB AHENBRAAZER
on deemed disposal of a NEREBEER
subsidiary - - - 2 (22) - - -
Exchonge realignment HNEHRE - - - (320) - (320 - (320)
Total income and expense ERNERTEDRL
for the year recognised WARR 4%
diectly in equity - - - (29) ® @0) - 320)
Loss for the year FEER - - - - (541) (41 - (6417
Total income and expense ERZMARBX B8
for the year - - - (298) (5,433) (5731 - (5731)
Issue of shores Ekh 2 8,004 2401 - - - 10,405 - 10,405
Share issue expenses BIROER 25 - (1,204) - - - (1,204) - (1,204)
At 30 June 2006 RZEEAERAZTH 24,012 7317 - 32 (19,978) 11,383 - 11,383
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Consolidated Cash flow Statement %:

Year ended 30 June 2006 BE T RNEXNA=THIEEE

S TaTe, o e

2005
—ETRF
Notes HK$ 000
B i FET
CASH FLOWS FROM OPERATING KEEBCBEESR
ACTIVITIES
Loss before tax B 5 A S 18 (4,352)
Adjustments for: HE
Finance costs [ELE- DN 9 952
Share of profits and losses DEBERE 2
of associates i ) & g 18 (634
Interest income FEWBA 5 (140)
Gain on disposal of leasehold HERET W REFR
land and building and investment &% Z Ik
properties 5 (6.283)
Gain on deemed WAR B S E
disposal of a subsidiary NI & 5 -
Depreciation e 6 1,069
Gain on disposal of RER=3 /NS
an associate Z W= 5 -
Write off of property, plant and MSE - BB R
equipment 6 184
Impairment of investment in =Ry =N
non-consolidated subsidiary ZRERE 6 1,788
Reversal of impairment of FERERERD
inventories 6 112
Impairment of trade and FEWE SRR R
bills receivables ZRRE 6 27
Write back of impairment of BEEKE SRR R
frade and bills receivable EERE 6 (354)

48




im

EPRO Limited ZEHBPFR 2 & | ANNUAL REPORT 2006 £ R
Consolidated Cash flow Statement 4REBHEFRERR
Year ended 30 June 2006 HE-—TTANFAA=TRHIFE
2006 2005
—EERE —TTRF
Notes HK$°000 HKS 000
M &t FET FET
Operating loss before working RETEEESEHAIZ
capital changes IR (5,915) (7.755)
Decrease/(increase) in inventories & H 4~ (3 hn) 6,636 (5,569)
Decrease/(increase) in trade and BRESERRERE
bills receivables w (g ) 2,031 (8,265)
Decrease/(increase) in prepayments, JEf HIE © & &
deposits and other receivables H b B W E
w3 7Jl]) 3,327 (484)
Decrease/(increase) in trade and ENEZERRER
bills payables wA () (6,856) 7,181
Decrease/(increase) in other HEMENREREAE
payables and accruals wA (1) (4,695) 2,211
Exchange realignment HNIE 8 & (342) (309)
Cash used in operations KREXBRBERS (5,814) (12,990)
Hong Kong profits tax refunded REIFENER 281 -
Overseas taxes paid BEg NS IE 10 (345) -
Net cash outflow from CEEBRSTRLFE
operating activities (5,878) (12,990)
CASH FLOWS FROM INVESTING REZTHEERN
ACTIVITIES
Interest received 24T B 462 140
Purchases of items of property, BEWME BELEEER
plant and equipment (299) 637)
Proceeds from disposal of HERELHEEFR
leasehold land and building and WEMEMBRIEAE
investment properties = 16,042
Proceeds from disposal of property, HEWE @ BE&
plant and equipment RERTERE - 222
Proceeds from disposal of o E B A R TS RIE
an associate 875 -
Investment in a non-consolidated REREHWEQRZ
subsidiary WA - (1,788)
Increase in pledged deposits [REEEHEEE S Pl (3,856) (5,367)
Exchange realignment HME T8 2 (14) -
Net cash (outflow)/inflow from WEESHZ2HE R/
investing activities mAFE (2,832) 8,612
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Consolidated Cosh flow S’ro’remen’r i?

Year ended 30 June 2006 BE T RNEXNA=THIEEE

CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from issue of shares
Share issue expenses
Advance/(repayment) of
bank borrowings
Advance/(repayment)
of other borrowings
Interest paid

Net cash inflow/(outflow) from
financing activities

NET INCREASE/(DECREASE) IN CASH

AND CASH EQUIVALENTS

Cash and cash equivalents at
beginning of year

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS

Cash and bank balances

Non-pledged time deposits with
original maturity of less than
three months when acquired

Bank overdrafts

METH2RER

BT ISR
BOTRHER
B/ (BB RITER

B/ (ER) EBER

BEFE

KERMERDZRERAS
(i) F8

ReRBEESEEBE M
(R 2) F 8

FURe LB FERAR

FRAETRALSEERE

ReERREEEER
BN

Re RRITET

Uil 2 RETZIM A DR
=@AZREEA
EHITFR

RITEX

Notes

I

23
25

19

19

2005

—EEREF

HK$ 000
TET

(4,519)

(3,000)

(952)

(8,471)

(12,849)

22,729

9,880

6,608

9,838
(6,566)

9,880
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Balance Sheet EEE& B R

Note
B &t
NON-CURRENT ASSETS IERBEE
Investment in subsidiaries MEBARFRZEE 15
Total non-current assets ERBEERE
CURRENT ASSETS RBEE
Due from subsidiaries JE U BT /BB A A FE 15
Prepayments, deposits and FENRIE - EZER
other receivables H fth JE Y3 TE
Pledged deposits [REEEHREE N 19
Cash and cash equivalents BehiBeEEIAR 19
Total current assets MEBEELE
CURRENT LIABILITIES RBEE
Due to a subsidiary FET— RN B R E RIE 15
Other payables and accruals HEMENRERETAE
Bank overdrafts BITEX
Total current liabilities mBAEEE
NET CURRENT ASSETS RBEEFE
Net assets BEFE
EQUITY =
Issued capital BEITIRA 23
Reserves i 25
Total equity R
HUANG Shaokang
ZLE
Director

EF

30 June 2006 — T T FXNA=+H

2006 2005
—EEREF —EEHF
HK$’000 HKS'000
FET FAET
96 1
11,994 6,528
59 10,5612
12,149 17.041
538 143
515 740
- 24
1,053 907
11,096 16,134
11,096 16,134
24,012 16,008
(12,916) 126
11,096 16,134
LIU Lin
AR
Director
Ea




Notes to Financial Statements B #&# 3R M1z

(Year ended 30 June 2006 BE T XNFANA=THIEFE)

Ik,

CORPORATE INFORMATION

The Company was incorporated as an exempted
company with limited liability in the Cayman Islands on 15
March 2000 under the Companies Law (2000 Revision) of
the Cayman Islands. The shares of the Company were
listed on the Growth Enterprise Market (the "GEM") of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 2 August 2000.

The registered office of the Company is located af
Century Yard, Cricket Square, Hutchins Drive, P.O. Box
2681, GT George Town, Grand Cayman, British West Indies,
Cayman Islands.

The principal place of business of the Company in Room
1501, 15/F, Tung Hip Commercial Building, 244-248 Des
Voeux Road Central, Hong Kong.

During the year, the Group was involved in the provision
of professional information technology (*IT”) contract
services.

2.1 BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards ("HKFRSs”) (which also include Hong Kong
Accounting Standards ("HKASs”) and Interpretations)
issued by the Hong Kong Institute of Certified Public
Accountanfts and accounting principles generally
accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention, except for
financial instruments, which have been measured at fair
value.

—

D EEH
ARBAR_EEZF=A+HARERSH
ERAE(CERTFRIN EHSHEH
MK RERRERRAF - ARBRNDKZ
ZREFN\A_HEREMERIMBERA
B ([P )) AR (TAIZEAR]) £ -

7N N &) & i 3 E BR Az % Century Yard,
Cricket Square, Hutchins Drive, P.O. Box
2681, GT George Town, Grand Cayman,
British West Indies, Cayman Islands

ARRAREBLEEMB AT B R EHET 244-
2485 R £ N2 16# 1601 = o

AEERAFEZEB SRR EZEMR
F(TEMBH]) &0 -

2ImEBARE

BBHmERDIRBEEESHMAGSEMZEE
BRI (TBBMBHRSER]) (R
EEAEER([EEEER]) ki
B) ZAEEZERMIERAMmMGAEER - M
BHMERDERERALFR - EFHETAT
BAFEANE-
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Notes to Financial Statements B1 iR &R M=

2.2 IMPACT OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING

STANDARDS

The following new and revised HKFRSs affect the Group
and are adopted for the first time for the current year’s
financial statements:

HKAS 1
HKAS 2
HKAS 7
HKAS 8

HKAS 10
HKAS 12
HKAS 14
HKAS 16
HKAS 17
HKAS 18
HKAS 19
HKAS 21

HKAS 23
HKAS 24
HKAS 27

HKAS 28
HKAS 32

HKAS 33
HKAS 36
HKAS 37

HKAS 38
HKAS 39

HKAS 39
Amendment

HKAS 40
HKFRS 2

HKFRS 3

Presentation of Financial Statements

Inventories

Cash Flow Statements

Accounting Policies, Changes in
Accounting Estimates and Errors

Events after the Balance Sheet Date

Income Taxes

Segment Reporting

Property, Plant and Equipment

Leases

Revenue

Employee Benefits

The Effects of Changes in Foreign
Exchange Rates

Borrowing Costs

Related Party Disclosures

Consolidated and Separate Financial
Statements

Investments in Associates

Financial Instruments: Disclosure and
Presentation

Earnings per Share

Impairment of Assets

Provisions, Contingent Liabilities and
Contingent Assets

Intangible Assets

Financial Instruments: Recognition and
Measurement

Transition and Initial Recognition of
Financial Assets and Financial
Liabilities

Investment Property

Share-based Payment

Business Combinations

(Year ended 30 June 2006 & =

TAEAASTHLER)

2R RBET 2 EERS
HEEA BB

T REEREE 2T RBERTZEBE
BmEEL  AEERAFEZHBHRRE
RERR
BB ENE IR MBHRER 227
BB ST ERE 25 3
ARG ERFTR ReRER
=8 & RT AR 857 gRBE - g&t
HAEPHRER
BEENEI0NE HHEREFRA
E/’é FHEAIF 125 ?fr )
BB ENE4RE  HERSE
%%ﬁ%ﬁﬁﬁw%waﬁ mE - WERRE
ﬁ'EJri’Eﬁ'J%W%F GERD)
SRTEAEI8K WA
& RIE 1958 EE\EW
&t RIE 2158 TR v B
ERERERFE2S BERA
EEGERFE245% HEALRE
SR SHENER HaRBUYH
Hx
EE G ENE28E BMEARRE
G ENFE2R SEMTE: HE
el
ER G ERFEIZK SERAN
SR G ERFEI6 EERE
SRS ENEITE  BE AREE
R REE
ARG ERNFEIB® BLEE
FAGFERFEIN SRTE: BR
Kt &
SRS ENEIR REELRDH
(&1ERT) BEZEBER
BHIRTER
ZEGHERNFLR KREDE
FRY G WmEER WA D S22 32
2258
BB REEL EBAG

% 35%




Notes to Financial Statements B &3 &Mz

(Year ended 30 June 2006 HE—-TTXF A=+ HIFE)

2.2 IMPACT OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING
STANDARDS (Continued)

The adoption of HKASs 1, 2, 7, 8, 10, 12, 14, 16, 17, 18, 19,
23, 27, 28, 33, 36, 37, 38 and 40 has had no material
impact on the accounting policies of the Group and the
Company and the methods of computation in the
Group’s and the Company’s financial statements.

HKAS 21 - The Effects of Changes in Foreign
Exchange Rates

HKAS 21 had no material impact on the Group. As
permitted by the transitional provisions of HKAS 21,
goodwill arising in a business combination prior to 1
January 2005 and fair value adjustments arising on that
acquisition are deemed to be in the currency of the
Company. In respect of acquisitions subsequent to 1
January 2005, any goodwill arising on the acquisition of a
foreign operation and any fair value adjustments to the
carrying amounts of the assets and liabilities are treated
as assets and liabilities of the foreign operation and are
franslated at the closing rate in accordance with HKAS
21.

HKAS 24 - Related Party Disclosures

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

HKAS 32 and HKAS 39 - Financial Instruments

Available-for-sale financial assets

In prior years, the Group classified its other asset as non-
current assets, which were held for non-trading purposes
and were stated at their costs. Upon the adoption of HKAS
39, these investments held by the Group at 1 July 2005 in
the amount of HK$317,000 are designated as available-
for-sale financial assets under the transitional provisions of
HKAS 39 and accordingly are stated at fair value with
gains or losses being recognised as a separate
component of equity until subsequent derecognition or
impairment.

The adoption of HKAS 39 has not resulted in any material
change in the value of these available-for-sale financial
assets which are summarised in note 2.4 to the financial
statements.

2.2 % 5] B £ ﬂ%}‘T

il
JJII

\\

(&)

> & 0
HEER TS

.I

RAEBSLRE1 2781012
14-16-17-18-19-23+27-28-33"
363738 [ 40 - WAKERARFGHT
BEARRNEB R ARG HEHRR 2AETT
EXBEATE -

EBEIERF2IHIEFEE
z—Efﬁ”

7

SRR FEQIREAEEA T EEANF
& o Tﬁ%%ﬁﬁf‘i,@ﬂfﬁm%Fiﬁi&"lﬂ%ﬁﬁEﬁF
Z2HR ZEERF-A-RZAEBKAH
EEZHERYERIERZ AFERE - 5
TREHARRZEBET - T T0F
—A—RZRBRETZEREME - WEEINE
BEEZENHEREEREERBERE
BEEZATERAE  HRIEGIEHZE
EREE  WRBEFEGENE21RIRE
HERFH -

ERIE24%55 — BHE A

EEt LR FE24RBHEEALZERE
K CRHEBREEZHAEALRE -

& B & 5t 2 B 5 3297 & % 399
-/ TA

AHLENEEE

RBEFE  AEESESEIFREEMRERZ
HEEZREDBRIERDEE LKA
BYIER - BT B G ERFEI0ME - RE
BRI EREIR ZBEM G - AEE
R-ZZEZAFLA - HHAZXSRA
317,000 T2 ERAHMHBE 2 M BFE
E YBZRATFEIER  EBEBAERS
Az EEE D B ERIHFERARE -

RMEL G ERFEICRL EGHZERH
HEVBEERMERNEERE TR
HBRMF2ABE -
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Notes to Financial Statements Bf#&iR R M=

2.2 IMPACT OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING
STANDARDS (Continued)

HKFRS 2 - Share-based Payment

In prior years, no recognition and measurement of share-
based payment transactions in which employees
(including directors) were granted share options over
shares in the Company were required unftil such options
were exercised by employees, af which time the share
capital and share premium account were credited with
the proceeds received.

Upon the adoption of HKFRS 2, when employees (including
directors) render services as consideration for equity
instruments (“equity-settled transactions”), the cost of the
equity-settled fransactions with employees is measured
by reference to the fair value at the date at which the
instruments are granted.

The main impact of HKFRS 2 on the Group is the
recognition of the cost of these transactions and a
corresponding entry to equity for employee share options.
The revised accounting policy for share-based payment
transactions is described in more detail in note 2.5
“Summary of significant accounting policies” below.

The Group has adopted the transitional provisions of HKFRS
2 under which the new measurement policies have not
been applied to (i) share options granted to employees
on or before 7 November 2002; and (ii) share options
granted to employees after 7 November 2002 but which
had vested before 1 July 2005.

As the Group did not have any employee share options
which were granted during the period from 7 November
2002 to 30 June 2004 but had not yet vested as at 1 July
2005, the adoption of HKFRS 2 has had no impact on the
retained profits as at 30 June 2004 and 2005.

(Year ended 30 June 2006 HE =T ZXNFANA=THIEFE)

22% 5 R ABIZ 5 %ﬁ%@ﬁ%

BERA Y

B BRI 3 & E R F 255 — LUK
wRE#EZ MK

RBEFE - BE (REES)ERTRBE
NERGN 2 BB 2R BERZ N R
5 EERETENSARRREE  E
B T3 46 BT R 2 B 15 3R 5 AR R B A9
g -

RENBEV B RELERF2RE - WIER
(BEER) RERBESRATAZRE
(IkAgERS])  AEEBETRALE
RBZRADZERRTARRZ AFES

=
= °

BEMBRELRNE2RHFAEH 2 T EY
BRERER EE%%%EXﬁZﬁ% o DAR D
RERZMNRZEETEHBEFBHENT
XWEZME%%&E&%*&E%J °

REBEERMNBEBMBREEFE2R 2B
B B FEEBCETERARQO
R_ZEE-_F+—AtB8ziEFEEZ
BRiE: ROR T _F+—AtHER
FREER-ZZEAFLA—BACHEBZ
B AR HE o

HRAEETEERAESEEREDIR -
—F+—RAtAEZETOFAAA=+AEE
HER-_ZTRAF LA —BREB - BWHEN
ERMBRELEBEZRTEER_ZTH
FRAZTHEERZZETERFNA=ZTHZR
BRANBRTE -




Notes to Financial Statements B &R F M=

(Year ended 30 June 2006 & %= —

2.2 IMPACT OF NEW AND REVISED HONG

ZERENA=ZTHLEEE)

KONG FINANCIAL REPORTING
STANDARDS (Continued)

HKFRS 3 - Business Combinations and HKAS 36
- Impairment of Assets

In prior years, goodwill and negative goodwill arising on
acquisitions prior to 1 July 2001 were eliminated against
the consolidated retained profits and credited to the
consolidated capital reserve, respectively, in the year of
acquisition and were not recognised in the income
statement until disposal or impairment of the acquired
businesses.

Goodwill arising on acquisitions on or after T July 2001
was capitalised and amortised on the straight-line basis
over its estimated useful life and was subject fo
impairment festing when there was any indication of
impairment. Negative goodwill was carried in the balance
sheet and was recognised in the consolidated income
statement on a systematic basis over the remaining
average useful life of the acquired depreciable/
amortisable assets.

The adoption of HKFRS 3 and HKAS 36 has resulted in the
Group ceasing annual goodwill amortisation and
commencing testing for impairment at the cash-
generating unit level annually (or more frequently if events
or changes in circumstances indicate that the carrying
value may be impaired).

Any excess of the Group’s interest in the net fair value of
the acquirees’ identifiable assets, liabilities and contingent
liabilities over the cost of acquisition of subsidiaries
(previously referred to as negative goodwill), affer
reassessment, is recognised immediately in the income
statement.

The transitional provisions of HKFRS 3 have required the
Group to eliminate at 1 July 2005 the carrying amounts of
accumulated amortisation with a corresponding
adjustment to the cost of goodwill and to derecognise at
1 July 2005 the carrying amounts of negative goodwill
(including that remaining in the consolidated capital
reserve) against retained profits. Goodwill previously
eliminated against the retained profits remains eliminated
against the retained profits and is not recognised in the
income statement when all or part of the business to
which the goodwill relates is disposed of or when a cash-
generating unit to which the goodwill relates becomes
impaired.

The effects of the above changes are summarised in note
2.4 to the financial statements. In accordance with the
tfransitional provisions of HKFRS 3, comparative amounts
have not been restated.

2.2
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2.3 IMPACT OF ISSUED BUT NOT VYET 23 EEMEEREN2EE
EFFECTIVE HONG KONG FINANCIAL MBHREEN 2 EZE
REPORTING STANDARDS
The Group has not applied the following new and revised REBUWRNMEHRERERBATEEMGER
HKFRSs, that have been issued but are not yet effective, REBZHIIRSET 2 EBHBRELE
in these financial statements. Unless otherwise stated, Al o ﬁ?#%f’ﬁ%ﬁ%%@l\ CRERBMBRE
these HKFRSs are effective for annual periods beginning ERB T RNF-—A—H HERBZF
on or after 1 January 2006: EER :
HKAS 1T Amendment Capital Disclosures BEAGHERE IR BN ER
(i“‘ D)
HKAS 19 Amendment Actuarial Gains and Losses, GETEREI9% HBEEBEZ - £E8
Group Plans and Disclosures (%&’éf@} =) ATEI R
HKAS 21 Amendment The Effects of Changes in BB ERIE21S. EXggHIFE
Foreign Exchange Rate - Net (F1&37T) —BINEBZ
Investment in a Foreign FRE
Operation
HKAS 39 Amendment Cash Flow Hedge Accounting of BHB G ERIEI9 ERAEEANAFME
Forecast Infragroup (F&183T) RHGZHEETRE
Transactions gt EEE
HKAS 39 Amendment The Fair Value Option BEAGFEREIN AFEBEEZEE
(F&1BET)
HKAS 39 & HKFRS 4 Financial Guarantee Contracts ERSHERFEI0N HBEREDH
Amendments LREBM B RS
AR E A% ({8 5T)
HKFRS 7 Financial Instruments: Disclosures & 75 B 15 ) 5 2E A R IT A BHE
WL
HK(IFRIC)-Int 4 Determining whether an ER(ERZREBZES) EXTRHEREGRE
Arrangement contains a —BEEAR K|
Lease
HK(IFRIC)-Int 5 Rights to Interest arising from BB (ERIREBZESY) BREE BERR
Decommissioning, Restoration —REELSR REBEBEESH
and Environmental EAEm 2R
Rehabilitation Funds
HK(IFRIC)-Int 6 Liabilities arising from BEA(ERIREZEY) ALEARBFEDS 2
Participating in a Specific — R EE O BEE-BEEEN
Market - Waste Electrical and REFE
Electronic Equipment
HK(FRIC)-Int 7 Applying the Restatement ER(ERZREZES) HARBEBE:
Approach Under HKAS 29 —REETR AEBI| 5205k 32 1
Financial Reporting in i R A B 7
Hyperinflationary Economics HEZET
BRIRE




Notes to Financial Statements B #&# 3R M1z

(Year ended 30 June 2006 HE T RNFANA=THIEFE)

2.3 IMPACT OF ISSUED BUT NOT YET
EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

The HKAS 1 Amendment shall be applied for annual
periods beginning on or after 1 January 2007. The revised
standard will affect the disclosures about qualitative
information about the Group’s objective, policies and
processes for managing capital; quantitative data about
what the Company regards; and compliance with any
capital requirements and the consequences of any non-
compliance.

HKFRS 7 will replace HKAS 32 and has modified the
disclosure requirements of HKAS 32 relating to financial
instruments. This HKFRS shall be applied for annual periods
beginning on or after 1 January 2007.

In accordance with the amendments to HKAS 39
regarding financial guarantee contracts, financial
guarantee contracts are initially recognised aft fair value
and are subsequently measured at the higher of (i) the
amount initially recognised, less when appropriate,
cumulative amortisation recognised in accordance with
HKAS 18.

The HKAS 19 Amendment, HKAS 39 Amendment regarding
cash flow hedge accounting of forecast intragroup
transactions, HK(FRIC)-Int 5 and HK({FRIC)-Int 6 do not
apply to the activities of the Group. HK(FRIC)-Int 6 shall
be applied for annual periods beginning on or after 1
December 2005.

HK(FRIC)-Int 7 shall be applied for annual periods
beginning on or after 1 March 2006.

Except as stated above, the Group expects that the
adoption of the other pronouncements listed above will
not have any significant impact on the Group’s financial
statements in the period of initial application.
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2.4Summary of the Impact of changesin 248 KRB 2 EME
accounting policies
Effect on the consolidated balance sheet HEEEEBEEXZEE
Effect of Effect of
adopting adopting
HKASs 32 and 39# HKFRS 3#
Effect of new policy TRETE change in classification Negative
Increase/(decrease) g Crd) of financial assets goodwill
Rz ge Rz ye
B GTAR BRI HRE
553257 Kk A 395 # AR B 35k #
MHEEZZ5 28 anma
HK’000 HK’000
FET FET
AT 1 July 2005 R-ZTETERFLA—H
Non-current assets ERBEE
Other assets Hth&EE @17 -
Available-for-sale financial assets AR ENEEE 317 -
Reserves =R
Capital reserve N - (335)
Accumulated losses 2t EE - 335
At 30 June 2006 RZEZERNFANA=1H
Non-current assets ERBEE
Other assets HthEE @17 -
Available-for-sale financial assets AEEENBEE 317 -
Reserves =R
Capital reserve N - (335)
Accumulated Losses REtEsE - 335
#  Adjustments/presentation taken effect prospectively # AE 2T FEBYEN
The changes in accounting policies had no impact on CHBRZEPU —_TTAFLA—BR=
the balances of equity as at 1 July 2005 and 30 June 2006 ZERERNAZTEZBREERLNEBE_ZT
and the income statement for the two years ended 30 ERAEFRAZTHER-ZZZTRERA
June 2005 and 2006. TTELEMEEZBERTELE -
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(Year ended 30 June 2006 BE T XNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT 25X ESHHEHME

ACCOUNTING POLICIES
Basis of consolidation

The consolidated financial statements include the
financial statements of companies comprising the Group
for the year. The results of subsidiaries acquired or
disposed of during the year are consolidated from or to
their effective dates of acquisition or disposal,
respectively. All significant infercompany transactions and
balances within the Group are eliminated on
consolidation.

Subsidiaries

A subsidiary is a company in which the Company controls,
directly or indirectly, more than half of its voting power or
issued share capital or controls the composition of its
board of directors.

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

Associates

An associate is an entity, not being a subsidiary, in which
the Group has a long term interest of generally not less
than 20% of the equity voting rights and over which it is in
a position to exercise significant influence.
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(Year ended 30 June 2006 BE T T A AENA=+HILFE)

2.5 SUMMARY OF SIGNIFICANT 2OXEEESHEBERE »

ACCOUNTING POLICIES (continued)
Associates (Continued)

The Group’s share of the post-acquisition results and
reserves of associates is included in the consolidated
income statement and consolidated reserves,
respectively. The Group’s interests in associates are stated
in the consolidated balance sheet at the Group’s share
of net assets under the equity method of accounting, less
any impairment losses. Goodwill arising from the
acquisition of associates, which was not previously
eliminated or recognised in the consolidated reserves, is
included as part of the Group’s interests in associates.
Adjustments are made to bring into line any dissimilar
accounting policies that may exist.

The results of associates are included in the Company’s
income statement to the extent of dividends received
and receivable. The Company’s interests in associates are
treated as non-current assets and are stated at cost less
any impairment losses.
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(Year ended 30 June 2006 HE—-TTXF A=+ HIFE)

2.5 SUMMARY OF SIGNIFICANT 25FESETHEME »)

ACCOUNTING POLICIES (continued)
Excess over the cost of business combinations

Any excess of the Group’s interest in the net fair value of
the acquirees’ identifiable assets, liabilities and contingent
liabilities over the cost of acquisition of subsidiaries and
associates (previously referred to as negative goodwill),
after reassessment, is recognised immediatfely in the
income statement.

The excess for associates is included in the Group’s share
of the associates’ profit or loss in the period in which the
investments are acquired.

In prior years, goodwill and negative goodwill arising on
acquisitions prior to 1 July 2001 were eliminated against
the consolidated retained profits and credited to the
consolidated capital reserve, respectively, in the year of
acquisition and were not recognised in the income
statement until disposal or impairment of the acquired
businesses.

The adoption of the transitional provisions of HKFRS 3 have
required the Group to eliminate at 1 July 2005 the carrying
amounts of accumulated amortisation with a
corresponding adjustment fo the cost of goodwill and to
derecognise at 1 July 2005 the carrying amounts of
negative goodwill (including that remaining in the
consolidated capital reserve) against retained profits.
Goodwill previously eliminated against the retained profits
remains eliminated against the retained profits and is not
recognised in the income statement when all or part of
the business fo which the goodwill relates is disposed of
or when a cash-generating unit fo which the goodwill
relates becomes impaired.

Impairment of assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assefs and non-current assets/
disposal group classified as held for sale), the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is calculated as the higher of the asset’s or cash-
generating unit’s value in use and its fair value less costs
to sell, and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely
independent of those from other assets or groups of
assets, in which case, the recoverable amount is
determined for the cash-generating unit fo which the
asset belongs.
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(Year ended 30 June 2006 HE =T ZXNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT 2OXEEESHEBERE »

ACCOUNTING POLICIES (continued)
Impairment of assets (Continued)

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset.
An impairment loss is charged to the income statement in
the period in which it arises.

An assessments is made at each reporting date as to
whether there is any indication that previously recognised
impairment losses may not no longer exist or may have
decreased. If such indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if
there has been a change in the estimates used to
determine the recoverable amount of that asset, however
not to an amount higher than the carrying amount that
would have been determined (net of any depreciation/
amortisation), had no impairment loss been recognised
for the asset in prior years. A reversal of such impairment
loss is credited to the income statement in the period in
which it arises.

Related parties

A party is considered to be related to the Group if:

(a) the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, oris under
common conftrol with, the Group; (ii) has an interest
in the Group that gives it significant influence over
the Group; or (iii) has joint confrol over the Group;

(b) the party is an associate;

(¢©) the party is a member of the key management
personnel of the Group;

(d) the party is a close member of the family of any
individual referred to in (a) or (c); or
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(Year ended 30 June 2006 HE T RNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT 25XFESTHERE »)

ACCOUNTING POLICIES (continued)
Related parties (Continued)

(e) the party is an entity that is controlled, jointly
controlled or significantly influenced by or for which
significant voting power in such entity resides with,
directly or indirectly, any individual referred to in (c)
or (d).

Property, plant and equipment and
depreciation

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

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment fo ifs residual value over its estimated useful
life. The principal annual rates used for this purpose are
as follows:

Leasehold land Over the lease terms
Buildings 2% to 5%

Leasehold Improvements 20% to 50%

Furniture, fixtures and equipment 20%

Computer equipment and software 18% to 33 '/,%

Motor vehicles 25%
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Notes to Financial Statements B1 iR &R M=

(Year ended 30 June 2006 BE T T A AENA=+HILFE)

2.5 SUMMARY OF SIGNIFICANT 25XFESTHERE »)

ACCOUNTING POLICIES (continued)

Property, plant and equipment and
depreciation (Continued)

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and
each part is depreciated separately.

Residual values, useful lives and depreciation method are
reviewed, and adjusted if appropriate, at each balance
sheet date.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the income statement
in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount
of the relevant asset.

Investment properties

Applicable to the year ended 30 June 2005

Investment properties are inferests in land and buildings
in respect of which construction work and development
have been completed and which are intended to be
held on a long term basis for their investment potential,
any rental income being negotiated at arm’s length. Such
properties are not depreciated and are stated at their
open market values on the basis of annual professional
valuations performed at he end of each financial year.
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(Year ended 30 June 2006 HE T RNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT

X EESHHEERE »

ACCOUNTING POLICIES (continued)
Investment properties (Continued)

Changes in the values of investment properties are dealt
with as movements in the investment property revaluation
reserve. If the total of this reserve is insufficient to cover a
deficit, on a portfolio basis, the excess of the deficit is
charged to the income statement. Any subsequent
revaluation surplus is credited to the income statement to
the extent of the deficit previously charged.

On disposal of an investment property, the relevant
portion of the investment property revaluation reserve
realised in respect of previous valuations is released to
the income statement.

Infangible assets (other than goodwill)

The useful lives of infangible assets are assessed to be
either finite or indefinite. Intangible assets with finite lives
are amortfised over the useful economic life and assessed
for impairment whenever there is an indication that the
infangible asset may be impaired. The amortisation period
and the amortisation method for an intangible asset with
a finite useful life are reviewed at least at each balance
sheet date.

Research and development costs

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

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
infangible asset so that it will be available for use or sale,
its intention to complete and its ability to use or sell the
asset, how the asset will generate future economic
benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure
during the development. Product development
expenditure which dose not meet these criteria is
expensed when incurred.

Deferred development costs are stated at cost less any
impairment losses and are amortised using the straight-
line basis over the commercial lives of the underlying
products commencing from the date when the products
are put intfo commercial production.
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Leases

Lease where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor,
assets leased by the Group under operating leases are
included in non-current assets and rentals receivable
under the operating leases are credited to the income
statement on the straight-line basis over the lease terms.
Where the Group is the lessee, rentals payable under
operating leases are charged to the income statement
on the straight-line basis over the lease terms.

Investments and other financial assets

Financial assets in the scope of HKAS 39 are classified as
either financial assets at fair value through profit or loss,
loans and receivables, held-to-maturity investment, and
available-for-sale financial assets, as appropriate. When
financial assetfs are recognised initially, they are measured
at fair value, plus, in the case of investments not at fair
value through profit or loss, directly attributable
transaction costs. The Group determines the classification
of its financial assets after initial recognition and, where
allowed and appropriate, re-evaluates this designation
at the balance sheet date.

All regular way purchases and sales of financial assets
are recognised on the frade date, i.e., the date that the
Group commits fo purchase the asset. Regular way
purchases or sales are purchases or sales of financial
assetfs that require delivery of assets within the period
generally established by regulation or convention in the
marketplace.

Financial assets at fair value through profit or loss

Financial assets classified as held for frading are included
in the category “financial assets at fair value through
profit or loss”. Financial assets are classified as held for
trading if they are acquired for the purpose of sale in the
near terms. Derivatives are also classified as held for
trading unless they are designated as effective hedging
instruments, Gains or losses on investment held for frading
are recognised in the income statement.

(Year ended 30 June 2006 HE =T ZXNFANA=THIEFE)
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2.5 SUMMARY OF SIGNIFICANT 25FESETHEME »)

ACCOUNTING POLICIES (continued)

Investments and other financial assets
(Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Such assets are carried at amortised
cost using the effective interest method. Gains and losses
are recognised in the income statement when the loans
and receivables are derecognised or impaired, as well as
through the amortisation process.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable
payments and fixed maturity are classified as held-to-
maturity when the Group has the positive intention and
ability fo hold to maturity. Investments infended to be
held for an undefined period are not included in this
classification. Other long ferm investments that are
infended to be held to maturity, such as bonds, are
subsequently measured at amortised cost. Amortised cost
is computed as the amount initially recognised minus
principal repayments, plus or minus the cumulative
amortisation using the effective interests method of any
difference between the initially recognised amount and
the maturity amount. This calculation includes all fees and
points paid or received between parties to the confract
that are an integral part of the effective interest rate,
fransaction costs and all other premiums and discounts.
For investments carried at amortised cost, gains and losses
are recognised in the income statement when the
investments are derecognised or impaired, as well as
through the amortisation process.

Available-for-sale financial assets

Available-for-sale financial assefs are non-derivative
financial assets in listed and unlisted equity securities that
are designated as available for sale or are not classified
in any of the other three categories. After initial recognition,
available-for-sale financial assets are measured at fair
value, with gains or losses recognised as a separate
component of equity until the investment is derecognised
or until the investment is determined to be impaired, at
which time the cumulative gain or loss previously reported
in equity is included in the income statement.
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Investments and other financial assets
(Continued)

Available-for-sale financial assets (Continued)

When the fair value of unlisted equity securities cannot
be reliably measured because (a) the variability in the
range of reasonable fair value estimate is significant for
that investment or (b) the probabilities or the various
estimates within the range cannot be reasonably assessed
and used in estimating fair value, such securities are
stated at cost less any impairment losses.

Fair value

The fair value of investments that are actively traded in
organised financial market is determined by reference to
quoted market bid prices at the close of business at the
balance sheet date. For investments where there is no
active market, fair value is determined using valuation
techniques. Such techniques include using recent arm’s
length market transactions; reference to the current
market value of another instrument which is substantially
the same; a discounted cash flow analysis; and option
pricing models.

Impairment of financial assets

The Group assesses at each balance sheet date whether
there is any objective evidence that a financial asset or a
group of financial assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on
loans and receivables carried at amortised cost has been
incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not been incurred)
discounted at the financial asset’s original effective
interest rate (i.e. the effective interest rate computed at
initial recognition). The carrying amount of the asset is
reduced either directly or through the use of an
allowance account. The amount of the impairment loss is
recognised in profit or loss.

(Year ended 30 June 2006 HE =T ZXNFANA=THIEFE)
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(Year ended 30 June 2006 HE T RNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT

X EESHHEERE »

ACCOUNTING POLICIES (continued)
Impairment of financial assets (Continued)

Assets carried at amortised cost (Continued)

The Group first assesses whether objective evidence of
impairment exists individually for financial assets that are
individually significant, and individually or collectively for
financial assetfs that are not individually significant. If it is
determined that no objective evidence of impairment
exists for an individually assessed financial asset, whether
significant or not, the asset is included in a group of
financial assetfs with similar credit risk characteristics and
that group is collectively assessed for impairment. Assets
that are individually assessed for impairment and for which
an impairment loss is or continues to be recognised are
not included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment
loss decrease and the decrease can be related
objectively to an event occurring after the impairment
was recognized, the previously recognised impairment loss
is reversed. Any subsequent reversal of an impairment loss
is recognised in the income statement, to the extent that
the carrying value of the asset does not exceed its
amortised cost at the reversal date.

Assets carried at cost

If there is objective evidence that an impairment loss on
an unquoted equity instrument that is not carried at fair
value because its fair value cannot be reliably measured
or on a derivative asset that is linked fo and must be
seftled by delivery of such an unquoted equity instrument
has been incurred, the amount of the loss is measured as
the difference between the asset’s carrying amount and
the present value of estimated future cash flows
discounted at the current market rate of return for a
similar financial asset. Impairment losses on these assets
are not reversed.
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(Year ended 30 June 2006 HE =T ZXNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT 2OXEEESHEBERE »

ACCOUNTING POLICIES (continued)
Impairment of financial assets (Continued)
Available-for-sale financial assets

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised in
profit or loss, is transferred from equity to the income
statement. Impairment losses on equity instruments
classified as available-for-sale are not reversed through
profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a
financial asset or part of a group of similar financial assets)
is derecognised where:

- therights to receive cash flows from the asset have
expired;

- the Group retains the rights to receive cash flows
from the asset, but has assumed an obligation to
pay in full without material delay to a third party
under a “pass-through” arrangement; or

- the Group has transferred its rights to receive cash
flows from the asset and either (a) has fransferred
substantially all the risks and rewards of the asset, or
(b) has neither transferred nor retained substantially
all the risks and rewards of the asset, but has
fransferred control of the asset.

Where the Group has transferred its rights to receive cash
flows from an asset and has neither transferred nor
retained substantially all the risks and rewards of the asset
nor transferred conftrol of the asset, the asset is recognised
to the extent of the Group’s contfinuing involvement in
the asset. Continuing involvement that takes the form of
a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the
maximum amount of consideration that the Group could
be required to repay.
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(Year ended 30 June 2006 HE T RNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Derecognition of financial assets (Continued)

Where continuing involvement takes the form of a written
and/or purchased option (including a cash-settled option
or similar provision) on the fransferred asset, the extent of
the Group’s confinuing involvement is the amount of the
transferred asset that the Group may repurchase, except
in the case of a written put option (including a cash-
settled opfion or similar provision) on an asset measured
at fair value, where the extent of the Group’s continuing
involvement is limited to the lower of the fair value of the
transferred asset and the option exercise price.

Derivative financial instruments and hedging
(applicable to the year ended 30 June 2005)

The Group uses derivative financial instruments such as
forward currency contracts to hedge its risks associated
with foreign currency fluctuations. Such derivative
financial instruments are initially recognised at fair value
on the date on which a derivative contract is entered
info and are subsequently remeasured at fair value.
Derivatives are carried as assets when the fair value is
positive and as liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value on
derivatives that do not qualify for hedge accounting are
taken directly to net profit or loss for the year.

The fair value of forward currency contracts is calculated
by reference to current forward exchange rates for
contracts with similar maturity profiles.
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedging
(applicable to the year ended 30 June 2005)
(Continued)

A hedge of the foreign currency risk of a firm commitment
is accounted for as a cash flow hedge.

At the inception of a hedge relationship, the Group
formally designates and documents the hedge
relationship to which the Group wishes to apply hedge
accounting, the risk management objective and ifs
strategy for undertaking the hedge. The documentation
includes identification of the hedging instrument, the
hedged item or transaction, the nature of the risk being
hedged and how the Group will assess the hedging
instrument’s effectiveness in offsetting the exposure to
changes in the hedged item’s fair value or cash flows
attributable to the hedged risk. Such hedges are
expected to be highly effective in achieving offsetting
changes in fair value or cash flows and are assessed on
an ongoing basis fo determine that they actually have
been highly effective throughout the financial reporting
periods for which they were designated.

Hedges which meet the strict criteria for hedge
accounting are accounted for as follows:

Fair value hedges

Fair value hedges are hedges of the Group’s exposure to
changes in the fair value of a recognised asset or liability
or an unrecognised firm commitment, or an identified
portion of such an asset, liability or firm commitment, that
is atftributable to a particular risk and could affect profit
or loss. For fair value hedges, the carrying amount of the
hedged item is adjusted for gains and losses attributable
to the risk being hedged, the derivative is remeasured at
fair value and gains and losses from both are taken to
profit or loss.

(Year ended 30 June 2006 HE =T ZXNFANA=THIEFE)
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(Year ended 30 June 2006 BE T XNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT 25XFESTHERE »)

ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedging
(applicable to the year ended 30 June 2005)
(Continued)

Fair value hedges (Continued)

When an unrecognised firm commitment is designated as
a hedged item, the subsequent cumulative change in
the fair value of the firm commitment attributable to the
hedged risk is recognised as an asset or liability with a
corresponding gain or loss recognised in profit or loss. The
changes in the fair value of the hedging instrument are
also recognised in profit or loss.

The Group discontinues fair value hedge accounting if
the hedging instrument expires or is sold, terminated or
exercised; the hedge no longer meets the criteria for
hedge accounting; or the Group revokes the designation.
Any adjustment to the carrying amount of a hedged
financial insfrument for which the effective interest
method is used is amortised to profit or loss. Amortisation
may begin as soon as an adjustment exists and shall begin
no later than when the hedged item ceases to be
adjusted for changes in its fair value atftributable to the
risk being hedged.
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the fair
value of the consideration received less directly
afttributable fransaction costs.

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost
using the effective interest method.

Gains and losses are recognised in net profit or loss when
the liabilities are derecognised as well as through the
amortisation process.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified,
such an exchange or modification is freated as a
derecognition of the original liability and a recognition of
a new liability, and the difference between the respective
carrying amount is recognised in profit or loss.

Inventories

Inventories represent frading merchandise and direct
costs incurred for IT contract work in progress and are
stated at the lower of cost and net realisable value. Cost
is determined on the first-in, first-out basis. Net realisable
value is based on estimated selling prices less estimated
costs expected to be incurred to disposal.

(Year ended 30 June 2006 HZ =22 X4
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(Year ended 30 June 2006 HE T RNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT

X EESHHEERE »

ACCOUNTING POLICIES (continued)
Cash and cash equivalents

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

For the purpose of the balance sheets, cash and bank
balances comprise cash on hand and at banks, including
term deposits, which are not restricted as to use.

Deferred revenue

Deferred revenue represents service fees received in
advance. Revenue is recognised and deferred revenue is
released to the income statement when the
corresponding services are rendered.

Provisions

A provision is recognised when a present obligation (legal
or constructive) has arisen as a result of a past event and
it is probable that a future outflow of resources will be
required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
balance sheet date of the future expendifures expected
to be required to seftle the obligation. The increase in the
discounted present value amount arising from the
passage of time is included in finance costs in the income
statement.

Income tax

Income tax comprises current and deferred fax. Income
tax is recognised in the income statement, or in equity if it
relates to items that are recognised in the same or a
different period directly in equity.
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2.5 SUMMARY OF SIGNIFICANT 2OXEEESHEBERE »

ACCOUNTING POLICIES (continued)
Income tax (Continued)

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be
recovered from or paid fo the taxation authoritfies.

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all faxable
temporary differences, except:

- where the deferred ftax liability arises from the initial
recognition of an asset or liability in a transaction
that is not a business combination and, at the time
of the fransaction, affects neither the accounting
profit nor taxable profit or loss; and

- in respect of faxable temporary differences
associated with investments in subsidiaries and
associates, where the fiming of the reversal of the
temporary differences can be controlled and it is
probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, carryforward of unused tax credits
and unused tax losses, to the extent that it is probable
that taxable profit will be available against which the
deductible temporary differences, and the carryforward
of unused tax credits and unused tax losses can be utilised
except;

- where the deferred ftax asset relating to the
deductible temporary differences arises from the
initial recognition of an asset or liability in a
fransaction that is not a business combination and,
at the time of the fransaction, affects neither the
accounting profit nor taxable profit or loss; and
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(Year ended 30 June 2006 HE T RNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Income tax (Continued)

- in respect of deductible temporary differences
associated with investments in subsidiaries and
associates, deferred tax assets are only recognised
to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and
taxable profit will be available against which the
temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that
it is no longer probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset
to be utilised. Conversely, previously unrecognised
deferred tax assets are reassessed at each balance sheet
date and recognised fo the extent that it is probable that
sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply fo the period when the
asset is realised or the liability is settled, based on ftax
rates (and fax laws) that have been enacted or
substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offseft,
if a legally enforceable right exists to set off current tax
assets against current fax liabilities and the deferred taxes
relate to the same taxable entity and the same taxation
authority.

Revenue Recognition
Confract

Contract revenue comprises the agreed contract amount
and appropriate amounts from variation orders, claims
and incentive payments arising from professional IT
confract services. Confract costs incurred comprise
equipment and material costs, subcontracting costs,
direct labour and an appropriate proportion of variable
and fixed overheads.
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25X EEHEBEME »

(Year ended 30 June 2006 #ZE =TT /N 4F

2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)
Revenue Recognition (Continued)

Contract (Continued)

Revenue from fixed price contracts is recognised on the
percentage of completion method, measured by
reference to the proportion of work completed to date
to the estimated total work of the relevant contract.

Provision is made for foreseeable losses as soon as they
are anficipated by management.

Where contract costs incurred to date plus recognised
profits less recognised losses exceed progress billings, the
surplus is treated as an amount due from confract
customers.

Where progress billings exceed contfract costs incurred to
date plus recognised profits less recognised losses, the
surplus is treated as an amount due to contract
customers.

Interest income

Interest income is accrued on a time basis, by reference
to the principal outstanding and at the inferests rate
applicable.

Management fee

Management fee income is accrued, when the services
are rendered.

Rental income

Rental income is accrued, on a time proportion basis over
the lease terms.

Employee benefits
Paid leave carries forward

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

Employee entiflements to sick leave and maternity or
paternity leave are not recognised until the time of leave.
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Notes to Financial Statements B #&# 3R M1z

(Year ended 30 June 2006 HE T RNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT 25XFESTHERE »)

ACCOUNTING POLICIES (continued)
Employee benefits (Continued)

Employment Ordinance long service payments

Certain of the Group’s employees have completed the
required number of years of service fo the Group in order
to be eligible for long service payments under the Hong
Kong Employment Ordinance in the event of the
termination of their employment. The Group is liable to
make such a termination of employment meets the
circumstances specified in the Employment Ordinance.

A provision is recognised in respect of the probable future
long service payments expected to be made. The
provision is based on the best estimate of the probable
future payments which have been earned by the
employees from their service to the Group to the balance
sheet date.

Retirement benefits

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance, for those employees who are eligible to
participate in the MPF Scheme. Conftributions are made
based on a percentage of the employees’ basic salaries
and are charged to the income statement as they
become payable in accordance with the rules of the 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 confributions
vest fully with the employees when confributed info the
MPF Scheme.

The employees of the Group’s subsidiaries which operate
in Mainland China are required to participate in a central
pension scheme operated by the local municipal
government. These subsidiaries are required fo conftribute
a certain percentage of their payroll costs fo the central
pension scheme. The confributions are charged to the
income statement as they become payable in
accordance with the rules of the central pension scheme.

WA TR (&)

1218 15 4] R B AR 7 &
AEBETEECAFEERE TS
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HIE BB 7T A BB ISP RIS 2 IBR A
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RAIEMGETETE o
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Employee benefits (Continued)

Share-based payment transactions

The Company operates a share option scheme for the
purpose of providing incentfives and rewards to eligible
parficipants who contribute to the success of the Group’s
operations. Employees (including directors) of the Group
receive remuneration in the form of share-based payment
transactions, whereby employees render services as
consideration for equity instruments (“equity-settled
tfransactions”).

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date at
which they are granted. In valuing equity-setftled
tfransactions, no account is faken of any performance
conditions, other than conditions linked to the price of
the shares of the Company (*market conditions”), if
applicable.

The cost of equity-seftled transactions is recognised,
together with a corresponding increase in equity, over
the period in which the performance and/or service
conditions are fulfilled, ending on the date on which the
relevant employees become fully entitled to the award
(the “vesting dafe”). The cumulative expense recognised
for equity-settled transactions at each balance sheet
date until the vesting date reflects the extent to which
the vesting period has expired and the Group’s best
estimate of the number of equity instruments that will
ultimately vest. The charge or credit to the income
statement for a period represents the movement in the
cumulative expense recognised as at the beginning and
end of that period.

No expense is recognised for awards that do not
ultimately vest, except for awards where vesting is
conditional upon a market condition, which are freated
as vesting irrespective of whether or not the market
condition is satisfied, provided that all other performance
conditions are satisfied.

Where the terms of an equity-settled award are modified,
as a minimum an expense is recognised as if the terms
had not been modified. In addition, an expense is
recognised for any modification, which increases the total
fair value of the share-based payment arrangement, or is
otherwise beneficial fo the employee as measured at the
date of modification.

(Year ended 30 June 2006 HE T T A AGENA=+HILFE)
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(Year ended 30 June 2006 HE T RNFANA=THIEFE)

2.5 SUMMARY OF SIGNIFICANT 25XFESTHERE »)

ACCOUNTING POLICIES (continued)
Employee benefits (Continued)

Share-based payment transactions (Continued)

Where an equity-settled award is cancelled, it is freated
as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. However, if a new award is substituted for
the cancelled award, and is designated as a
replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a
modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings
per share.

The Group has adopted the transitional provisions of HKFRS
2 in respect of equity-settled awards and has applied
HKFRS 2 only to equity-settled awards granted after 26
July 2000 that had not vested on 1 July 2005 and to those
granted on or after 1 July 2005.

Foreign currencies

These financial statements are presenfed in Hong Kong
dollars, is the Company’s functional and
presentation currency. Each entity in the Group
determines its own functional currency and items included
in the financial statements of each entity are measured
using that functional currency. Foreign currency
fransactions are initially recorded using the functional
currency rates ruling at the date of the transactions.
Monetary assets and liabilities denominated in foreign
currencies are retranslated at the functional currency
rates of exchange ruling at the balance sheet date. All
differences are taken to profit or loss. Non-monetary items
that are measured in terms of historical cost in a foreign
currency are translated using the exchange rates at the
dates of the initial transactions. Non-monetary items
measured aft fair value in a foreign currency are translated
using the exchange rates at the date when the fair value
was determined.

which

1EE 5 7 ()

URGERS (25 (%)
e S bd 1x 13 R e
BARSHAMEE  CAMAERETE
BEZEY  HETAER AT EET
TR ERE - YRIELA
HE T AR RERE - BID S BRER
TR - R A R RN BT
BT ER Bt o

RITEERIE 2B DERFTESRAR
i 2 BROMIR An BESE T DA AR o

AEECDRMBEM RS ERF 2R AR
VAR S AN 2 Bl 2 SBR MR RS - BB R
BRELNE2ZREERAR _ZTRF LA
THRBZEREER-_ZETRFLA—H
CESHEPATNC SN 1 Y
TRFLA-RARZEBRLZBERE -

Sk B

MIBMRTDABT (AVARR ZHEER 2T
B¥) 20 AEBEAZEERBATETH
DEEER  SEAREBMBRERZBEER DN
DREERIE - IR FERERZERE
Rz EHEE AL - AIMEFIEZ G
BERABREERERZYEEBERXE
MH - TAEZEE S ARER - UINBE
SRAFHEZFERHEERERRFIERZ
ERME - PSR TEAEZIEERIRR
AREFAFEERZEXRBKE -



EPRO Limited Z BHR 2 & | ANNUAL REPORT 2006-ﬁ5$ﬁ

Notes to Financial Statements Bf#&iR R M=

2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Foreign currencies (Continued)

The functional currencies of certain overseas subsidiaries
are currencies other than Hong Kong dollars. As at the
balance sheet date, the assets and liabilities of these
entities are translated info the presentation currency of
the Company at the exchange rates ruling at the balance
sheet date and, their income statements are franslated
info Hong Kong dollars at the weighted average
exchange rates for the year. The resulting exchange
differences are included in a separate component of the
exchange fluctuation reserve. On disposal of a foreign
entity, the deferred cumulative amount recognised in
equity relating to that particular foreign operation is
recognised in the income statement.

For the purpose of the consolidated cash flow statement,
the cash flows of overseas subsidiaries are translated into
Hong Kong dollars at the exchange rates ruling at the
dates of the cash flows. Frequently recurring cash flows of
overseas subsidiaries which arise throughout the year are
franslated into Hong Kong dollars at the weighted
average exchange rates for the year.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

Judgments

In the process of applying the Group’s accounting
policies, management has made the following judgment,
apart from those involving estimations, which have the
most significant effect on the amounts recognised in the
financial statements:

Provision for impairment of frade and bills
receivables

The policy for impairment allowances on trade and bills
receivables of the Group is based on the evaluation of
collectability and aging analysis of accounts and on
management’s judgment. A considerable amount of
judgment is required in assessing the ultimate realisation of
these receivables, including the current creditworthiness
and the past collection history of each customer. If the
financial conditions of customers of the Group were fo
deteriorate, resulting in an impairment of their ability to
make payments, additional allowances may be required.

(Year ended 30 June 2006 HE T T A AGENA=+HILFE)
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(Year ended 30 June 2006 BE T XNFANA=THIEFE)

3.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (continued)

Estimated fair value of financial assets

The estimation of fair value of financial assets required
the Group to estimate the future market value expected
to be received from the disposal of the financial assets
and a suitable discount rate in order to calculate the
present value.

SEGMENT INFORMATION

The directors consider that the Group’s primary segment
reporting basis is by business segment. During the current
and the prior year, the Group’s operations related solely
to the provision of professional IT contract services and
accordingly, no further business segment information is
presented.

Geographical segments

The following table presents revenue, certain asset and
capital expenditure information for fthe Group’s
geographical segments.

Group
People’s
Republic of
China except
Hong Kong Hong Kong (“PRC")
hEARLNE
BB ERRI (98
2005 2005
S Sk “2%n%
HKS 000 HKS'000
AT Fix
Segment revenue: ABBA
Sales to extemal customers  £ESEF
LHER 17,874 31,482
Segment assefs HHEE 39,192 17,532
Capital expenditure EARR 354 237

3. FESTHE RS @

MBEEZGAAIEE

REUBEERXTFEETES  NEEER
HEFBEEZ TR ERETEEHTRE
WHEAAB TR EUEFEREZRA -

4. 7 HEHR

BEERR AEBUEBRIEATENS
WAL - RAFERLFE  AEHAZE
BRERUEZGHAMEAORBEER B
WEEEINE-FZEBHAER -

B 7 &6

TREJNAEERMEN R ZRA - EFTE
ERERFEXZZER -

A& H

Singapore Japan Consolidated

s
2005
“E%RE

2005
“2%n%
HKS 000
Fir

|r\>
)
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(Year ended 30 June 2006 BE T T A AENA=+HILFE)

REVENUE, OTHER INCOME AND GAINS 5. Ig A » H#a i A & Uk 2

Revenue, which is also the Group’s turnover, represents WA AREB s EX8) B cEE
the net invoiced value of IT professional services. BABERE cBERFE -
An analysis of the Group’s revenue, other income and REBZWA - BB ARKESTOT :

gains is as follows:

Group
RE
2006 2005
—EERE —ETRHEF
HK$°000 HK$ 000
FiET FEIT
Revenue: O NE
Professional IT contract services HEE AR A KRG 86,478 54,822
Other income and gains: HA A R as
Interest income F B U A 462 140
Management fee income EEBUWA - 134
Gross rental income HeW ABEE - 206
Gain on disposal of leasehold  HEMHE T MIEF K
land and building and "EYE 2 W
investment properties - 6,283
Gain on deemed disposal WRALE—ME 840 -
of a subsidiary iopE NGl E
Gain on disposal of HE-—MBE ARz 313 -
an associate
Exchange gain, net HNEE W 28 - F R 411 -
Others H At 272 -
2,298 6,763
Revenue, other income WA~ E AR A R W g

and gains 88,776 61,585
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(Year ended 30 June 2006 BE T XNFANA=THIEFE)

6. LOSS BEFORE TAX

6. BRBIATE R

The Group’s loss before tax is arrived at after charging/ AEBZERBAER IR, GEA) T3
(crediting): BIHEEE
Group
KEE
2005
—EEREF
HKS 000
FHET
Depreciation e 1,069
Minimum lease payments under BIE L REF 2L
operating leases in respect A 2 HAKTE L RIE
of land and buildings 1,733
Write off of property, MM - BEREREZEE
plant and equipment 184
Impairment of investment in RAAGHHMBRARZ
non-consolidated subsidiary & ERERE 1,788
Impairment of other receivables H {h JiE W FOE B R -
Reversal of Impairment of FERERE
inventories 112
Auditors’ remuneration % 6N & 460
Staff costs (including directors’ BIA (BIEME7
remuneration in note 7): itz EEMe) -
Wages and salaries ITERS® 8,518
Pension scheme contributions RIKE B 1,448
Less: Forfeited contributions B BRI (3%5)
Net pension contributions RAEFFE 1,413
Exchange gains, net SNEE Uk 2 0 SFEE ao
Unrealised profit on foreign INEREIE K 2 REI
exchange forward contract bl (65)
Net rental income Ao AFEE (206)
Impairment of frade and EIWE ZERREERE
bills receivable 27
Write back of impairment of trade BEEKRESEXREERE
and bills receivables (354)
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7. DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed pursuant
to the GEM Listing Rules and section 161 of Companies
Ordinance is as follows:

Fees e

HEie -
EAFHE - HabEAh
LEYHN =
RIKSETEIHER

Other emoluments:
Salaries, allowances and
benefits in kind
Pension scheme confributions

(Year ended 30 June 2006 BZ T T RNEXNA=THILFE)

7.

EEME

R B X P Bl SR AR E 5 BT AR Bl B X B R
FIVRATHREZAFEEZMEWT :

Group

rEE
2006 2005
—EERE —ZETREF
HK$°000 HK$ 000
FET FAET
60 40
1,215 379
12 -
1,227 379

1,287 419
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7. DIRECTORS’ REMUNERATION (continued)

(a) Executive directors

2006 ZZERE
Mr. HUANG Shaokang b
Mr. CHOW Siu Kwong AkEEE
Mr. LIU Lin MM EE
Mr. ZENG Weiren BEALE
Mr. XIN Yi FREE
2005 ZTTRF
Mr. HUANG Shaokang BOREE
Mr. XIN Yi FREE
Mr. ZENG Weiren ZEANEE
Mr. LIU Lin ks &
Notes:

(a) appointed on 12 August 2005

(b) resigned on 28 October 2005

(b) Non-executive director

Mr. YIP Sam Lo E-FEraE

Notes

()

(b)
(b)

7. EEME =)
(QBITESE
Group
&
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind  contributions  remuneration
&
Hithi2 8 Bikg
B REMAE TEMR “me
HK$ 000 HK$ 000 HK$ 000 HKS'000
FET FAET FET FEL
- 836 12 848
- 379 - 379
- 1,215 12 1,227
- 379 - 379
- 379 - 379
oEz3

() RZZETRAFENA+ZBHZMT

) RZTEXRFTAZFTN\BEE

2005
—ETRF
HK$'000
FET
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Notes to Financial Statements B1 iR &R M=

(Year ended 30 June 2006 BZ T T RNEXNA=THILFE)

DIRECTORS’ REMUNERATION (continveay 7. E B M £ (#)
(c) Independent non-executive directors CBEVFHITESE

The fees paid to independent non-executive BUERTEEZAFEMSOT ¢
directors during the year were as follows:

Group
rEH
2006 2005
—EERF —ETRF
HK$°000 HKS 000
FET FET
Ms. CHEN Yen Yung PRI = 22+ 20 15
Mr. LU Wei BRELE 20 20
Ms. SHI Shu Su R il Bk 22 20 5
60 40
There were no other emoluments payable to the FAWEFMEMENBEIIENTES
independent non-executive directors during the year e (ZETRF - &) °
(2005: Nil).
No further emoluments were paid by the Group to the AEEMEMHERTESRIERTEES
executive and non-executive directors, either as an NHEMEAMMES - UIEAEMASKRIMAR
inducement upon joining or to join the Group, or as SEE BB ERRR 2 BEE -
compensation for loss of office.
During the year, there were no share options granted to FA - BERNESREERFRAEEME

the directors in respect of their services to the Group. THEMRIE -
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(Year ended 30 June 2006 BE T XNFANA=THIEFE)

8. FIVE HIGHEST PAID EMPLOYEES 8. AEBEEFET
The five highest paid employees during the year included FRNEERERRFEERE G (ZZEZA
1 (2005: Nil) directors, details of whose remuneration are Fo®BEET FEZHSFBHN LW
set out in note 7 above. Details of the remuneration of H7 - FABTEEZ(ZZTRF  A4R) 3k
the remaining 4 (2005: 5) non-director, highest paid EEmRaFHEEZMEFFBET ¢

employees are as follows:

Group
AEE
2005
—TERF
HKS’000
FET
Salaries, allowances and Fe  HtEMREDH®
benefits in kind 3,447
Pension scheme contributions Bk & 5T &4 3 82
3,529
The number of non-director, highest paid employees MENTFrIEEAZESHEEZREY
whose remuneration fell within the following bands is as HEHEN X :
follows:

Number of employees

EEA"
2005
—ETRF
Nil fo HK$1,000,000 = % 1,000,000 7T 5
9. FINANCE COSTS Q. Bt & AR

Group

KEE
2005
—ZETRF
HKS 000
Fir

Interest expenses on bank loans WITERRBESZ 2R B

and overdrafts 587
Interest expenses on other loans HMBERZFEMAX 365
Total finance costs B & K AN B RE 952

90
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10. TAXATION

No Hong Kong profits tax has been provided as the Group
did not generate any assessable profits arising in Hong
Kong during the year (2005: Nil).

Taxes on profits in respect of Group companies operating
elsewhere have been calculated at the rates of tax
prevailing in the respective tax jurisdictions in which they
operate based on existing legislation, interpretations and
practices in respect thereof.

During the year, a PRC subsidiary of the Group was eligible
for the exemption from corporate income tax (“"CIT") for
the two years starting from the first year in which
assessable profits were generated, and a 50% exemption
from CIT for the following three years expiring on 31
December 2006. In addition, another PRC subsidiary was
eligible for a concessionary CIT rate of 15% for the three
years ended 31 December 2005.

Current - charge for the year:  BlHi— ARFEEFH -
PRC =8

FEfE 2 BIR
— B E QA

Share of tax afttributable to:
An associate

Total tax charge for the year FABIBEZ AT

(Year ended 30 June 2006 BE T T A AENA=+HILFE)

10. % 18

P A 7 55 8 4F P9 3 4 A B8 B A (TR PR GR A
wmA A \ERFBNERER (=F
TREF &) -

AEENEMEREEZ DB ZENBIE
EREMEMCIREED - RERIED 1%
EANBREER ZBRITMESE -

RER > AEBEZ -MHBEMNBARTRE
Ee S RATGENFERE  EMFERR
BNEERMEN ([REMER]) » TRHEER
ZEFEEERN0% BEE_TTRF+ =
A=+—HlL i BE_FTRF+ =
A=1T—RAL=@FE Z—HPEEA
AFABEELEMSHEISS -

Group

A%
2006 2005
“BEAF i
HK$’000 HKS 000
FET FET
345 -
345 -
- 45
345 45
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(Year ended 30 June 2006 BE T XNFANA=THIEFE)

10. TAXATION (continued)

11,

A reconciliation of the tax expense applicable to loss
before tax using the statutory rates for the countries in
which the Company and its subsidiaries and associates
are domiciled to the tax expenses at the effective rates
for the year is as follows:

Loss before tax B T A1 S 18

Tax at the domestic tax rates REBRBEEBR BB

applicable to losses in the AR EE 2B
countries concerned

Income not subject to tax RBUA

Expenses not deductible for tax THEHFE 2 F X

Tax losses utilised from B AT HME 2 B E 18
previous periods

Unrecognised deferred RIERBILERIBE E
fox assets

Tax charge at the Group’s BRAREBEERMETS)
effective tax rate of (7%) (ZZEZRF : (1%)
(2005: (1%)) FrEMELZ S

NET LOSS FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO EQUITY
SHAREHOLDERS OF THE COMPANY

The Company’s net loss from ordinary activities
atfributable to equity shareholders of the Company for
the year dealt with in the financial statements of the
Company was HK$14,239,000 (2005: HK$5,647,000) (note
25(b)).

10.% 18 (@)

BRARBRHAEBEARARRENE AR R
B DR AT B R 2 A E R EAE 2 BA
AXEFRNERREFAEEZEEREOT

Group
AEE
2005
—ETRF
HK$ 000
FAET

(4,352)

614)
(1,653)
430

1,882

45

NAQAAEEZRREMLRE
EBPz2BREFHE

RERNERFBZHBEREPEBEZEEZRE
FEAE A BT 2 B85 5 /214,239,000 7T

—ETHF : 5647,0000% ) (K =
25(b)) °
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12. LOSS PER SHARE ATTRIBUTABLE TO

ORDINARY EQUITY SHAREHOLDERS OF
THE COMPANY

The calculations of basic loss per share are based on:

Net loss attributable to ordinary 78 A 7] I i 4 25 i 3 E (5 518

equity shareholders of
the Company

Shares f% 17

Weighted average number of  F A& ””*ngm)gﬂgzz« 2K
FREBTEBRINETHH

ordinary shares in

issue during the year, as
adjusted, used in the basic
loss per share calculation

The weighted average number of ordinary shares in issue
used in the basic loss per share calculation for the year
ended 30 June 2006 is determined by adjusting the effect
of the ten-tfo-one share consolidation exercise (note 23)
and the additional 80,040,000 new ordinary shares issued
pursuant to the one-for-two rights issue (note 23)
completed during the year.

The weighted average number of ordinary shares in issue
used in the basic loss per share calculation for the year
ended 30 June 2005 is determined by adjusting the effect
of the ten-to-one share consolidation exercise (note 23)
completed during the year.

No diluted loss per share has been disclosed as the share
options outstanding during the year had anti-dilutive
effect on the basic loss per share during the year (2005:
Nil).

(Year ended 30 June 2006 HE =T ZXNFANA=THIEFE)

12,25 4t 7]

SEREERRE
EZ2EBRER

BRERNBEBRZATEEFE

2006 2005
SREAE - TTAF
HK$’000 HK$’000
THT FHT
(5,411) (4,397)

Numbers of shares

% & B
2006 2005
ZEEREF —TERF
202,365,856 163,985,982

ARFTEBRERNEBBREZE ST F XA
:+EIJ£¢EE§§??H§@§KEE’UJDT§$1’;J
B DRERBESTRAHR—BREOHEHITH
(P 5E23) WAR IR B #5753 — B 7T 4
% B i 78 90 2% 17 80,400,0000% 7 % 38 % (M 7%
W) 2 BMETE -

AR ESREAEBHNBE-_STRFA
A=TRHIEFECHITROEKE M INEFEY
B DRABNFATKZETREHAE K
&1 & Br178) (M 3E23) METE o

RERMARITERBERESSRERNBEERBK
R#FEZE R\ ECASREEE
B (ZETRF E) -
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(Year ended 30 June 2006 BE T XNFANA=THIEFE)

13. PROPERTY PLANT AND EQUIPMENT 1B3ME BREERKHE
Group rEH
Leasehold Furniture, Computer
land and Leasehold fixtures and equipment Motor
building  improvements equipment  and software vehicles Total
g B Bl
THREF AEEE RERRE RERRE AE ait
HK$°000 Hk$°000 HK$°000 HK$°000 HK$°000 HK$°000
TiEn FEr TEr FEr TiEx TEn
30 June 2006 ZZEREARZTH
At 1 July 2005: R-ZZRELR-R:
Cost HAE - 833 2,32 12,063 157 15,373
Accumulated depreciation ZHWERAE
and impairment - (406) (2,003) (11,481) (61) (14,011)
Net carrying amount RAZFE - 47 257 582 9 1,362

At 1 July 2005, net of accumulated ~ R=FERELA-H

depreciation and impairment BNREHITERAE - 421 257 582 9% 1,362
Additions hE - 3l 2 241 - 299
Write off 185 - ® 0) - - (19)
Depreciation provided ERFERE

during the year - (124) (98) (308) (32) (562)
Exchange realignment EnBE - - 4 8 2 14

At 30 June 2006, net of accumulated  R=ZERERAZTH

depreciation and impairment ENREHFTERAE - 32 183 523 66 1,098
At 30 June 2006: RZEEAEARA=TRH:
Cost RAE - 800 1,775 7,290 160 10,025
Accumulated depreciation ZHTERAE
and impairment - (474) (1,592) (6,767) (94) (8,927)

Net carrying amount BHEE - 32 183 523 66 1,098
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(Year ended 30 June 2006 BZ T T RNEXNA=THILFE)

13. PROPERTY PLANT AND EQUIPMENT 13% - -HBERRKRE =
(Continued)
Group 2
Leasehold Fumiture, Computer
land and Leasehold fixtures and equipment Motor
building  improvements equipment  and software vehicles Total
fg B Ei
THERET ket KERRE REREH g CHl
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
T T T T T T
30 June 2005 ZZEZRERAZTH
At 1 July 2004: RZEEMELA-B:
Cost RAE 6,850 3,057 2,793 21,422 586 35,308
Accumulated depreciation ZHNERAE
ond impaiment - (3.009) 0307 20630) (6) 2651
Net carrying amount REFE 6,850 618 3% 792 140 8,796
At 1 July 2004, net of accumulated  R=EEMELA-R -
depreciation and impaiment ENBEHTERAE 6,850 618 3% 792 140 8,796
Additions RE - 209 97 27 - 637
Disposals ik (6,609) (207) () Q) - (6,831)
Wite off i - a2 an “) - (184)
Depreciation provided during the year  £RFEEE (241) (126) (215) (3) (44 (1,009)
Exchonge realignment EHAE - - - 13 - 13
At 30 June 2005, net of accumuloted  R=EZHEAAZTE
depreciation and impaiment ENBEAERAE - 49 257 582 9% 1,362
Af 30 June 2005: RZEEREAA=HH:
Cost RAE - 833 2,320 12,063 157 15,373
Accumulated depreciafion ZHERRE
ond impaiment . (06) 2.069) (11,481) o) 14011)
Net carying omount BHFE - a7 257 562 9 1,362
During the previous year, the Group’s leasehold land and REFE  AEEBETHELHREFI
buildings and its investment property (as disclosed in note MEZEYE (WA EE) E FHBLE
14) were disposed to an independent third party at a =7 BEXZESLZ E T A6,283,0007

gain of HK$6,283,000. JC °
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(Year ended 30 June 2006 BE T XNFANA=THIEFE)

14. INVESTMENT PROPERTY

At valuation:
At beginning of year
Disposal

At 30 June

15. INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost
Impairment

Investment in subsidiaries

Due from sulbsidiaries
Impairment of amounts due
from subsidiaries

Due from subsidiaries, net
of impairment provision

Due to a subsidiary

FELETRA - BRAE
AR

MEARZKE

JRE U Y B8 2 B FROR

& g Y 8 ) R TR RN (B A

FEYRPT B R BRIED

B O (B A

e —RH B A RRIE

The balances with subsidiaries are unsecured, interest-free
and have no fixed terms of repayment.

14 REWE

Group

REE
2005
—ZETRHF
HK$ 000
FAET

3,150
(3,150)

ISHBARAP ZESR

Company
NN
2005
—ZETRF
HK$ 000
FET

45,459
(45,459)

75,498

(75.498)

(143)

(143)

MEARGHABRER REREETER
i o
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15. INTERESTS IN SUBSIDIARIES (continued)

(Year ended 30 June 2006 BZ T T RNEXNA=THILFE)

15HMBRR P S )

Particulars of the principal subsidiaries are as follows: TEMBRAZHBET
Nominal value Percentage
Place of of issued and of issued
incorporation fully paid share capital/registered
registration/and capital/registered capital held by
Name operations share capital the Company Principal activities
B Aye BREARAR HARRREEZ
B ES RA& /G BEARA/
&8 B3 d ik BRAZEE aZMEXEI TEEHR
Direct Indirect
ER  BE
ePRO (BVI) Limited Brifish Virgin Island Nil 100 - Investment holding
RRENHS & RERR
EPRO Computer Systems Mainland China US$700,000 - 100 Provision of professional IT contract
(Beijing) Company HE N 700,000% 1 services
Limited (nofes a & b) RESZEARRAORS
SEERZR(LR)BRAA
(Hiztakb)
EPRO Systems (China) Limited Hong Kong HK$925,000 - 100 Investment holding and provision
SEZG(RE)BRAA B 925,0007% T of professional IT contract services
REBRRRAZZEANRAORSE
EPRO Systems (HK) Limited Hong Kong HK$100,000 - 100 Investment holding and
SEZG(BE)BRAA Bk 100,000 7T provision of professional T
contract services
REBRRRAZLEANRAORY
EPRO Systerns Limited Hong Kong Ordinary HK$2; - 100 Investment holding
SEZRERRA 5% Non-voting and provision of
deferred management services
HK$15,099,769 REBRR
2B LR REERRY
15,099,769/ 1
BREREER
EPRO Systems (5) Pte. Singapore $$400,000 - 90 Provision of professional IT contract
Limited (note b) (Hf&b) ;% 400,000 M# 7T services

RESZEAMBAORE




(Year ended 30 June 2006 BE T XNFANA=THIEFE)

15. INTERESTS IN SUBSIDIARIES (continued)

Nominal value
Place of of issued and
incorporation fully paid share
registration/and capital/registered
Name operations share capital
FRERL/ BETRAR
AR EE RA /i
#R EH s hAzEE
EPRO Technology Limited Hong Kong HK$1,000,000
SERBERDA 3 1,000,0007% 7T
Shanghai EPRO Software Mainland China US$200,000
Company Limited FEN 200,000% 7T
(notes b & ¢)
TBSERHERAT
(Wibke)
Notes:

(a) These subsidiaries are registered as wholly-foreign owned
enterprises under the PRC law.

(b) Not audited by Cachet Certified Public Accountants
Limited.

(c) This subsidiary is registered as a foreign investment enterprise
under the PRC law.

(d) EPRO Computer Systems (Shanghai) Company Limited had
commenced a deregistration process in September 2005
and was not included in the above list.

I5HMBARARZER #

Percentage
of issued
capital/registered
capital held by
the Company Principal activities
RAREREZ
BRIREK/
ZMEREAL FTEEH
Direct Indirect
EE  BE
- 100 Provision of professional IT contract
services
REZZERBHAORE
- 90 Provision of professional IT confract
services
REZLEARHAS DRE
Bt -
(@) ZEWBRADNRBHBEEZIMAINESE
Bz
() VWHBEBEEAMEEMERRREZ -
(© WHMBARREREEAEZELA/INERED
% °
d) ZEEWRESK (LB ARAFDNR_ZZTRF

NAEETEHEFRITBEE LIIK
Moo
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16. INTERESTS IN ASSOCIATES

Share of net assets

The following table illustrates the summarised financial

(Year ended 30 June 2006 BZ T T RNEXNA=THILFE)

16BEQXT P 2ER

Group
5
2006 2005
=EERF —ZTERF
HK$’000 HKS 000
FiET FET
DIEEEFE 37 682

TREGRAEE ZBENB 2 MBERRE

information of the Group’s associates extracted from their WEEEEER MB®RE
management accounts/financial statements:
2006 2005
—TEREF ZETRHF
HK$°000 HKS 000
FET FHET
Assets EE 6,294 29,540
Liabilities =L (9,840) (31,778)
Revenues g 28,330 74,777

(Loss)/profit for the year NEE (BE) AT (96) 2,515




_=-_,-=.- k
Notes to Financial Statements B #& R & Ml

(Year ended 30 June 2006 BE T XNFANA=THIEFE)

16. INTERESTS IN ASSOCIATES (Continued) 16HEQNR R ZER )
Particulars of the principal associates are as follows: FEBMERATZFBRIOT
Place of Percentage of
incorporation/ ownership interest
Business registration attributable to
Name structure and operations the Group Principal activities
ML/
HfREE AEBREERE
A1 E3 2T E37 A1 BEADL TEXR
2006 2005

ZBREXRE C-BERIf

Eprosonic Solutions Limited Corporate Hong Kong 38 38 Provision of professional IT
NS ¥ contract services
REZEXEARRE RS

EPRO Computer Systems Corporatfe Mainland China - 25 Provision of professional IT
(Guangzhou) Company N L3 contract services
Limited RUZXEARLAORS

SEERAR (BM) ERDF

ePROgistics Limited Corporate Hong Kong 30 30 Provision of logistic IT
SENRHMBERDA NG B contract services
REMTE AR LA ORS

eTradeGo Limited Corporate British Virgin 30 30 Investment holding
NS Islands REERR

RERTHS
2GoTrade Limited Corporate Hong Kong 30 30 Provision of application
S AR AT A A] BB services provider services

REEAEARYE REEHRE

The Group’s interests in the associates are indirectly held AEBRBERRZEZNERZEWNEA
through wholly-owned subsidiaries. The Group is entitled AIERE AREBEER — B2 ZKRE
to the same percentage of voting power and profit BERNEERAD L RES RA -

sharing as denoted in the ownership percentage.
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Confract work in progress

Goods in fransit

Merchandise for sale

Confract work in progress:
Contract costs incurred plus

recognised profits less

recognised losses to date
Less: Progress billings

Gross amount due from

contract customers

EITRZzAaHNTE

EEHRTZEE
FriH A an

ETPZANIR:
B ATPTE £ & KR AN 0
Rl 320 Rl TR 1B

B EE RN

FEM A K E P RIARE

(Year ended 30 June 2006 BZ T T RNEXNA=THILFE)
17.%7 &

Group
REE
2006
ZEETRF
HK$°000
FET

2005
—EERF
HKS$"000
FHET
628

1,888
237

4,843
770

865

7,501

666

5,878
(38)

(3.990)

628

1,888
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102

18. TRADE AND BILLS RECEIVABLES 1BEKESZRERRERE
An aged analysis of trade and bills receivables as at the JEWE ZERRRFBENEE R IRBKEIEA

balance sheet date, based on due date, is as follows: P BRESTAOT
Group
EHE
2005
—ZETRF
HKS 000
FA&ET
Current to 3 months BER =318 A 10,901
4 to 6 months AZ 61E A 4,270
7 to 9 months 7E9M@A 674
10 to 12 months 102 121@ A 260
Over 1 year —F £ 8,717
24,822
Less: Impairment allowance on i : EWRE SER K
trade and bills receivables ZRREERE (9.239)
15,683

The credit terms given to the customers vary, and are
generally around three months and granted based on
the financial strength of the individual customers. In order
to effectively manage the credit risks associated with
trade debtors, credit evaluations of customers are
performed periodically by management.

BRTYEPZEEMRETRA  —ROK=ME
A YRENEFPZHMBEOMGET - BE
BERERKRESERBEHZEERR - &
BEEHETEP ZEEHG -
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(Year ended 30 June 2006 HE =T ZXNFANA=THIEFE)

19. CASH AND CASH EQUIVALENTS AND VDEERESEEEBRDS

PLEDGED DEPOSITS KEEFER
Group Company
AEH NN
2006 2005 2006 2005

—B2xE —TTnF =BBAEF —TTHF
HK$°000 HK$ 000 HK$°000 HK$ 000

FET FET FET FEIT
Cash and bank balances e RIBITE S 6,615 6,608 59 673
Time deposits EHEFER 20,705 21,706 11,994 16,367
27,320 28,314 12,053 17.040
Less: Pledged time deposits &l : AEEGLIEITRE
for securing banking i # # 2 E 5
facilities (note 21) TR (K aE21) (15,724) (11,868) (11,994) (6,528)
Cash and cash equivalents R& kR E&EEEE 11,596 16,446 59 10,512
At the balance sheet date, the cash and bank balances REER  AEEUARERBEUZRER
of the Group denominated in Renminbi (*“RMB") R1T4E8B4)2,078,0008 L (T HF :
amounted to approximately HK$2,078,000 (2005: 4,197,000 7) - ARB T ABHLEA
HK$4,197,000). The RMB is not freely convertible into other HipHNEE - R - IRIE A M AR B SMNE B IR R
currencies. However, under PRC’s Foreign Exchange Bl 45fE - EERNEEEMRT  ANEHRE
Control Regulations and Administration of Settliement, Sale HBRERERETINER S ZRITHARE
and Payment of Foreign Exchange Regulations, the Group R BEMINE o

is permitted to exchange RMB for other currencies through
banks authorized to conduct foreign exchange business.

=%
20. TRADE AND BILLS PAYABLES WENEZFERER
An aged analysis of frade and bills payables as at the balance ERESEREEERGEE B 2 RR MR E
sheet date, based on payment due date, is as follows: HAFZHRESTAT

Group

E
2006 2005
—EERE —ETRF
HK$’000 HKS’000
FET FET
Within 3 months 3MAA 3,185 10,666
4 to 6 months 4z 618 A 384 9
7 to 12 months 7212 A 208 7
Over 1 year —FpE 1,111 1,391

4,888 12,073
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21. INTEREST-BEARING BANK AND OTHER Q15T BB ITREMER

BORROWINGS
Effective Group
interest rEE
rate (%) Maturity 2005
BRERE®) EHH —ZETRF
HK$ 000
T
Current
BN AR
Bank loans and overdrafts Hong Kong dollar On demand 6,566
- secured prime lending
rate ("P") +1.5%
to P -1.0%
RITERREX — FHEMA BLTREENX(P]) REXR
+1.5%%P-1.0%
Loan from a director Hong Kong dollar Not repayable -
- unsecured prime lending rate on or before
26 September
2006
—BEFER - EIER BT EERN X —ETREF
A=A
BEAER
6,566
Non-current
3k B HA
Loan from a director Hong Kong dollar Not repayable 5,169
- unsecured prime lending rate on or before
26 September
2006
—BEEFER - EIER BT EERN X —ERTREF
hA=-+XxE
AR (EE
11,735
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21. INTEREST-BEARING BANK AND OTHER Q05T BB T REMER o
BORROWINGS (Continued)

Group
RE
2006 2005
—EERE —ETREF
HK$°000 HK$ 000
FET FEIT
Analysed into: DR
Bank loans and AR THHEERRITER
overdrafts repayable: NiEX
Within one year or on —F R IR ERK
demand 23 6,566
Loan from a director repayable: ARTHHMEE —REETER -
Within one year —FR 7,169 -
In the second year EF - 5,169
7,169 5,169
7,192 11,735
The bank and other borrowings of the Group bear interest REEZRITREMEBETIZZHFEAR -
at floating interest rates.
The carrying amounts of the Group’s bank and other RERRTLAEMBRZEEAERLATE
borrowings approximate to their fair values, estimated at HE - RITREMER 2 A FETIERRKIR
the present value of future cash flows, discounted at ERENNE-_TTEFR_TETHFA
prevailing interest rates at 30 June 2006 and 2005, ETHZBRATFERB2REMR -

respectively.




(Year ended 30 June 2006 BE T XNFANA=THIEFE)

21. INTEREST-BEARING BANK AND OTHER Q1T ERITREMER @
BORROWINGS (continueq)

Notes: et -
(@) The banking facilities of the Group are secured by: (@) AKEZBFTEETIATIZBIERLR
() corporate guarantees amounting to an aggregate of () AAREE B 328,300,000/8 7T (=
HK$28,300,000 executed by the Company (2005: TEHF ¢ 28,300,000/7T) 2 A A&
HK$28,300,000); and R °
(i) the pledge of certain of the Group’s time deposits i AEBEBEHEFRZE T HM
amounting fo HK$15,724,000 (2005: HK$11,868,000). 15,724,000 & (= T T A # :
11,868,000/ 7T) ©
(o) The loan from a director is unsecured, bears interest as Hong (b) —REFERZFEREER  RETKE
Kong dollar prime rate per annum, and is not repayable on HHEFLSFAEZFEHE AR ZTER
or before 26 September 2006. FAA-Zt+NBRZATHBAEE -
22. DEFERRED TAX 22.3E 3 1/
The principal components of the Group’s deferred tax BREBERZEZAGRREZR  BESE - H
assets not provided for, calculated at deferred tax rates R APEZBERED R F17.56%(Z =
in Hong Kong, Singapore and the PRC of 17.5% (2005: AE 17.5%) » 2% (ZZEZRHF : 22%) &
17.5%), 22% (2005: 22%) and 7.5% (2005: 7.5%), 7.5% (—FFFF : 7.5%) » st EAKERE
respectively, on the cumulative temporary differences at BZREERBEEZEZRMOMOT

the balance sheet date, are as follows:

Group
&
2005
—ZETRF
HKS 000
FET
Tax losses Bk 1E 19,126
Accelerated depreciation R ERTE
allowances 37

19,163
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(Year ended 30 June 2006 BE T T A AENA=+HILFE)

22. DEFERRED TAX (Confinued) 22 F i $ I8 (&)

At the balance sheet date, the Group had tax losses
arising in Hong Kong and Singapore of approximately
HK$83,798,000 (2005: HK$99,616,000) and HK$2,758,000
(2005: HK$3,128,000), respectively, that are available
indefinitely for offsetting against future taxable profits of
the companies in which the losses arose. The Group’s tax
losses arising in the PRC that are available for offsetting
against the following five years’ tfaxable profits of the
companies in which the losses arose are approximately
HK$2,739,000 (2005: HKS$5,600,000). Deferred tax assets
have not been recognised in respect of these losses as
they have arisen in subsidiaries that have been loss-
making for some time.

As 30 June 2006, there was no significant unrecognised
deferred tax liability (2005: Nil) for taxes that would be
payable on the unremitted earnings of certain of the
Group’s subsidiaries or associates as the Group has no
liability to additional tax should such amounts be remitted.

REER » NEBEREE R INREER
E 1B 5 5l 483,798,000 Tt (ZETHEF :
99.616,0007% 7T) 52,758,000 7 (ZEZ 1
% 13,128,000/ 7T) AT AREFH LB AEKZ
JERTUR A AR BN P BE LS BRIEH
ZERRERBFRRTOE N 2 W EBRLQ
/42,739,000 7T (ZE TR - 5,600,000%
) c AR ZEBEXEC B - BRERZ
MELBE  MEERUERRETIAEEE

= 2
ITHERR °

MNZEEXFENA=Z1TH AEBELEED
HFUE R A S S A 2 KRE BT ER
ZHIEmMARBMENEZERS AEH
AT BEEAFBZARRECHBARE
(ZZZRF &) -
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23. SHARE CAPITAL 23. R &
Number of Shares Nominal Value
K& E H{E
HK$'000
FET
Authorized: EE
Ordinary shares of HK$0.01 RZZEEMFLA-AK
each as at 1 July 2004 and ZETRFANA=THZ
30 June 2005 BEREEIIE T EER 100,000,000,000 1,000,000
Ordinary shares of HK$0.01 R-_ZEZRFtA—HZERAEE
each as at 1 July 2005 0018 Tz EBE 100,000,000,000 1,000,000
Ordinary shares of HK$0.10 each: &R EE010E T2 & i A% -
Effect of increase in nominal TARROEELSR0.01ET
value of ordinary shares from EMEFR0I10B Tz E
HKS$0.01 each to HKS$0.10 each (90,000,000,000) -
As at 30 June 2006 RZZEEXFRA=1H 10,000,000,000 1,000,000
Issued and fully paid: ERITRAR
Ordinary shares of HK$0.01 RZEEMFLA—HK
each as at 1 July 2004 and ZETRFANA=THZ
30 June 2005 SREEOIE T B 1,600,800,000 16,008
Ordinary shares of HK$0.01 RZZEERAFLA—HZ
each as at 1 July 2005 SREENOIE T B 1,600,800,000 16,008
Ordinary shares of HK$0.10 each: &R EEO.10E T2 L@ -
Effect of increase in nominal TaRROEEESR.01ET
value of ordinary shares from ENEFR0I0OBTZFE
HK$0.01 each to HKS$0.10 each (1,440,720,000) -
Issue of shares pursuant BAERmETRE
to a rights issue 80,040,000 8,004
As at 30 June 2006 RZZEZEXFRA=1H 240,120,000 24,012
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23.

24,

SHARE CAPITAL (Continued)

Pursuant tfo an ordinary resolution passed at an
extraordinary general meeting of the Company held on
30 December 2005, every ten issued and unissued shares
of HK$0.01 each were consolidated info one new share
of HK$0.10 (*Consolidated Shares”) with effect from 30
December 2005. Following the share consolidation
exercise becoming effective on 30 December 2005, the
authorized share capital of the Company is
HK$1,000,000,000 divided into 10,000,000,000 ordinary
shares of HK$0.10 each, of which 160,080,000 ordinary
shares were issued and fully paid. The ordinary shares after
the share consolidation exercise rank pari passu in all
respects with each other.

A rights issue of one Offer Share for every two
Consolidated Shares held by members on the register of
the Company on 30 December 2005 was made, at an
issued price of HK$0.13 per Offer Share, resulting in the
issue of 80,040,000 ordinary shares of HK$0.10 each for a
total cash consideration, before expenses, of
HK$10,405,200 for general working capital.

SHARE OPTION

Details of the Company’s share option schemes and the
share options issued under the schemes are as follows:

(@) Pre-IPO share option plan

In recognising the conftribution of certain directors of
the Company to the growth of the Group and/or the
listing of the shares of the Company on the GEM of
the Stock Exchange, the shareholders adopted a Pre-
IPO share option plan (the “Pre-IPO Plan”) on 24 July
2000. Pursuant to the ferms of the Pre-IPO Plan,
25,725,752 options to subscribe for shares of the
Company were granfed to three directors on 26 July
2000, at an exercise price of HK$0.70 each, with a
vesting period of six months from 2 August 2000. The
options are exercisable from 2 February 2001 until 23
July 2010. However, each of the grantees is not
allowed to exercise in aggregate in exceed of 25%
of all the options granted within any six-month period.
The Pre-IPO Plan expired on 2 August 2000, but the
granted options remain exercisable.

(Year ended 30 June 2006 HE T T A AGENA=+HILFE)

23. B A (@)

24,

REERQAAR_TETAF+_A=1+RHE
AZBRRAFIAG ERBZERARAER 8
TREREMECONETZ B BT RAREITR
mEHE—SREECIOETLZH K ([4 6
BHml) A-_ZETRF+-_A=Z+HELE
W R AMR _TETERFEF+_-_A=+H
HE g - ATz BT 7N A 1,000,000,000
7T 0 9 /£10,000,000,0000% & K EE0.10
Bz LR, - HF160,080,0000% % B
BIRHDBEEITRER - RBRDEHEZE
BREBROBEEAMBEIFEAZERSEZ

RZEZAF T+ A=+RHBIEARFRR
wfit 2 IR 5B M A G B AT E 3% — Ak
BER  REREER0ISETZETEE
7B - [ M % 17 80,040,0000% & i | &
QIO Tz EMBEH MIMEARS K
10,405,2008 7T CRIIBR RS (E R — R =28

BRESS
AL IR 8RR %%
BB

(a) R 2GR 51 f6 IR #E &t &
RETFEEETEETCAEEGIAE
RR/ LA RBRMNFIAEB A
EREMAAEZER  BR_ZFTTF
A =+ B R E R A R A AT B A
R (TERDFBRATF ) - RIE
BRAREABRAEZGH - ARFE
R-BTTFLA-F A AAR=NES
RHARBEARA KD 2B KRE
25,725,7521p »+ B k1T £ 8 B0.70/
T GEHH-_ZTTFNA BB
NEAR  BRES-_ZEE-F_AZ
PREZZ-FFLA-+=HIEAMN
T8 » AT - BARATERERNE
AWTTEE e 2 M X R E25%
ZEBRKE - BRARBRAGER -F
ZTEN\AZHIE  HERBZEBR
DA FATfE -

R
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(Year ended 30 June 2006 B#E — 2 E XNF A=+ HILFE)
24. SHARE OPTION (continued) 24. B8 IR RE ST 8l (o)
(a) Pre-IPO share option plan (Continued) (Q) BXAFIEIRETBE IR =t &)
(#&)
The following share options were outstanding under UTARFEREERAMBIRATE
the Pre-IPO Plan during the year: B mARETE 2 BRE
Number of share options
BREZE

Name or Exercisable Data of Exercise

category of Lapsed during At 30 June period of grant of share price of

participant At 1 July 2005 the year 2006 share options options#  share options##
RZBERE

SHEZERMEERN R-ZTRELA-A REEXH ~AZTA  BREZGFEE  RUBRERS: BRECOEEM

HK$

BT

Director

=z

Mr. Yip Sam Lo 1,986,367 - 1,986,367 2 February 2001 26 July 2000 5,57

to 23 July 2010
ks “ET-F-AZH ZZETE
223-%% tA-15H

th-f=H

No options were exercised under the Pre-IPO Plan FR - WEEREREEXAFRBRA

during the year. FTEITATTRE -

#  The vesting period of the share options is from the date # BREZEBEHEHRHAHETRE
of grant until the commencement of the exercise Hp e 71k -
period.

## The exercise price of the share options is subject to ## ERBEZITEERR T ERKETA
adjustment in the case of rights or bonus issues, or B AR ARAE B MIEUZ B i
other similar changes in the Company’s share capital. A] T E o

During the year, as a result of the ten-to-one share RER - ERg+HRAH/—BRENE

consolidation exercise (note 23) and the one-for-two 178 (Mi23) KRR —ZZRF+ A

rights issue on 30 December 2005 (note 23), the =T BUABRAMRERE —RETHR

exercise price of the aforesaid outstanding share (MiFE23) » Lt i RAT (R AR 2 1T 2

options was adjusted from HK$0.557 to HK$5.57 and BEHO0L57BLHAEES57E TR

the number of share options outstanding adjusted BEERAFRBKEIA B Z FR A ARTTE
from 19,863,670 to 1,986,367 in accordance with the FERRE 22 H B H19,863,670FE =

terms of the Pre-IPO Plan. 1,986,367 °
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2. BRESE @
(Q) BXAFIBIRATBE I #E 5T 3

24. SHARE OPTION (continuea)
(@) Pre-IPO share option plan (Continued)

At the balance sheet date, the Company had
1,986,367 outstanding share options under the Pre-
IPO Plan, which represented approximately 0.82% of
the Company’s shares in issue as at that date. The
exercise in full of the outstanding share options
would, under the present capital structure of the
Company, result in the issue of 1,986,367 additional
new ordinary shares of HK$0.10 each, with aggregate
proceeds before related issue expenses of
approximately HK$11,064,000.

(b) Share option scheme

The Company adopted a share option scheme (the
“Scheme”) on 24 July 2000 for the purpose of
providing incentives and rewards fo eligible
participants who contribute to the success of the
Group’s operations. Pursuant to the Scheme, the
board of directors of the Company is authorised, at
its absolute discretion, to invite any employees,
including any executive director of the Company or
any of its subsidiaries, to take up options to subscribe
for shares of the Company. The Scheme became
effective for a period of 10 years commencing on
the listing of the Company’s shares on 2 August 2000.
Further details of the Scheme are also set out in the
Prospectus dated 27 July 2000.

The maximum number of shares in respect of which
options may be granted under the Scheme, together
with the options so granted under the Pre-IPO Plan,
may not exceed 10% of the issued share capital of
the Company or fo a maximum of 30% should the
shareholder renew the 10% limit from ftime to fime
which have been duly allotted and issued.

The maximum number of shares issuable under share
options to each eligible participant in the Scheme
within any 12-month period is limited to 25% of the
shares of the Company in issue at any time. Any
further grant of share options in excess of this limit is
subject to shareholders’ approval in a general
meeting of the Company.

(%)

REEER » NRARE B R AR BB ATE S
51,986,36710 M AT BAE - HERAR
AIRE B #ETZMMA0.82% - RIFAR A
BN RARE  BEITEMRITEERER
BEH1T1,986,367 K T EEO.10/8 T 2 %8
SNEBAAR D - PTISRIRERE IR AR &
TR SZAT) 4911,064,000% 7T °

(b) i8Ik ## a1 &)
ARBAR-_ZEZZFLA - +WBERH
—IAMERRER B (%8 EEMS
HASBERINEE 2 EBEHEMZA
A2 EE R TRERER - RIFEZET
B ARREFGERERNBAGBER
BE  BEAQRREAERNEDRME
AITE R R AIERE - AREALRT
fn - ZAEN_ZEEEFNAZAR
NERGD EHRER  BRHA/TEF -
ZAEFHENER _TEERF LA -+
tHMAHE BT -

ZNSIEES s D= du ) g
FRzESERNHEE  BRABEERA
AR R AT AT BRI 2 B i - TS @S
RRAR D EITRAEEIOS
RIREFEBEALERBETRARAMR
AR10% R - Rl& & /&30% e

PAEN 218 A 31 - RIBB R &E1T
TR B EERZEE 2 RSRHDE
B - BIARAREMR R 2 BTN
26% R - NBERLBBI FRZBK
- BAKKERRARRRRAS L4t
/e e
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24. SHARE OPTION (continuea)
(b) Share option scheme (Continued)

The offer of a grant of share options may be
accepted within 28 days from the datfe of the offer,
upon payment of a nominal consideration of HKS1 in
total by the grantee. The exercise period of the share
options granted in determinable by the directors,
and commences after a certain vesting period and
ends on a date which is not later than five years
from the date of the offer of the share options or the
expiry date of the Scheme, whichever is earlier. The
exercise price of the share options is determinable
by the directors, but may not be less than the higher
of (i) the Stock Exchange closing price of the
Company’s shares on the date of the offer of the
share options; (ii) the average Stock Exchange
closing price of the Company’s shares for the five
tfrading days immediately preceding the datfe of the
offer and (iii) the nominal value of the Company’s
shares.

The directors are aware that some of the terms of
the Scheme do not comply with the requirements of
Chapter 23 the GEM Listing Rules which became
effective on 1 October 2001. If the Company intends
to grant options under the Scheme, the directors will
ensure that any of such grant of options complies
with the requirements of the said Chapter 23 of the
GEM Listing Rules.

As at 30 June 2006, there were no options
outfstanding under the Scheme. No options were
granted under the Scheme for the year 2006.

2B ESTE o)
(b) B2 ()

BHERE 2O HEEBZ LA BB
28H AR - AR ABZ N EEER
BILEARHBARE -BRLBEREZ
TEHBHESFETY  URETHBEHE
MR EMEREZL AR E
Nzt 8 B8 E UAREE A%E) - 8§
[RHEZITEETRESETE - ETEE
RUT=Fz8&EE  DARARKRGR
EREZHANEBIFAZKWTE: &
(DA BRI (0 7 B B AR i 22 40 B HA A
hAERSEEBZ 2 FHKTER
(AR R G 2 EE -

BEEIED - LB HBERATTA
R-ZET-F+A-BERZAZERL
MARAF2BEZIRE  WARFHRE
ZAtBI R M ERE - EESRARNE
PeE—EFA Ll R ETARRE
WEZHRIE -

RZZBZERFENA=Z+H  KARTE
RIEFZAT Bl RIT R Z B HE - AR A
MRZBTREWEREZ SR D ER
T -
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25. RESERVES 25. % 18
(a) Group (a) K £

The amounts of the Group’s reserves and the
movements therein for the current and prior years
are presented in the consolidated statement of
changes in equity on page 47 of this annual report.

As detailed in note 2.2 to the financial statements,
on the adoption of SSAP 30 in 2001, the Group
applied the fransitional provision of SSAP 30 that
permitted negative goodwill in respect of acquisitions
which occurred prior to the adoption of the SSAP, to
remain credited to the capital reserve. The amount
of the negative goodwill remaining in consolidated
reserves, arising from acquisition of subsidiaries (one
of which has become associate in last year) prior fo
the adoption of SSAP 30 is HK$335,000 as at 30 June
2005, which is stated at cost.

The adoption of HKFRS3 has resulted in the Group’s
negative goodwill, after reassessment, is recognised
immediately in the income statement. However, the
Group applied the fransitional provision of HKFRS3
that required the Group to derecognise the carrying
amounts of negative goodwill at 1 July 2005 of
HK$335,000 against retained profits.

FEERRFRBEFEZHBLEE
HEFEHANANFRATE 2 IR AR SR
%o

M B MKR M 2.2 - KRB F
—ERMEAEHREREINRR - Ak
B 5| A& 5t B %R 5 305 Z BIR 1 15
X AR ZE R BB ERTETT
ZHBEBREL 2 BWBEDNRBRAREA
F-RZZEZRFANA=TH  ERH
ZEETE AR E 3058 AT UE T E 1 A
(Eh—MEREFERBMEAR) ME
427 BEER335000/8 T - IFRER
EREBALAKRAEIIR -

RNBBUBMEEYNFIRDERR
SEZAMEEEMNHE  REER
BB RERR - AT - ARBEIRBBYBR
FREAFIWBREGEXMRE - AEE
BR-ZEZRFLA-HRREEMNE
#ETE R B B B 2 Bk T {E 355,0008
5T e
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25. RESERVES (continued) 25. @& o
(b) The Company (b) & 2 &l
Share
premium Accumulated
account losses Total
B 17 )% B Bk ESi #st
HK$'000 HK$’000 HKS$'000
FHET FET FET
At 1 July 2004 RZEZMFLA—AH 24,094 (18,321) 5,773
Loss for the year REEEBE - (5,647) (5,647)
At 30 June 2005 and RZZEZERFANA=Z+HK
1 July 2005 —EEREF+A—H 24,094 (23,968) 126
Issue of shares (note 23) BITRE (77£23) 2,401 - 2,401
Share issue expenses BhETRE (1,204) - (1,204)
Loss for the year AEEER - (14,239) (14,239)
At 30 June 2006 RZZEZEREANA=1H

The share premium account of the Company
includes (i) premium arising from the new issue of
shares in the current and prior years netted of share
issue expenses; and (ii) the difference between the
consolidated net assets of the subsidiaries acquired
pursuant to the group reorganisation upon listing in
July 2000 over the nominal value of the share capital
of the Company issued in exchange therefore.

In accordance with the Companies Law (2000
Revision) of the Cayman Islands, the share premium
account is distributable to the shareholders of the
Company provided that immediately following the
date on which the dividend is proposed to be
distributed, the Company will be in a position to pay
off its debts as and when they fall due in the ordinary
course of business. The share premium may also be
distributed in the form of fully paid bonus shares.

25,291 (38,207) (12,916)

ARBZENEERBEOAFER EFE
BOMKRELZGEBHRBRNETHS - X
IDVREN-ZZTTFLH EWRETZRE
BHEMBBZMEARER ZGABEESRE
HBETERRBRZARARAZEMBEZ Z

REFMEHEZRAIE(ZTEZTFEF]
) WARBREEHERREZA AR
AARENEEENARERZER - Al
EERA DK T AR BBIR o fedn @75
ARBRABRERD K -
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26. CONTINGENT LIABILITIES 26. AR A B

27.

(@

The Company had confingent liabilities in respect of
corporate guarantees for banking and finance lease
facilities granted to certain subsidiaries in the
aggregate amount of HK$28,300,000 (2005:
HK$28,300,000). At the balance sheet date, such
facilities were utilised by the subsidiaries to the extent
of the aggregate amount of HKS$1,762,000 (2005:
HK$4,710,000).

(@) ARFFETHERREL L 2 RTR
MEBEOERELZARERIEME
s A B & 4855 % 28,300,000 7T (=&
T AHF : 28,300,000 L) - KR&EE
B WEARESRZEERTEH
1,762,000 © ( = £ T R %
4,710,000% 7T) °

(b) At 30 June 2006, the Group had executed () RZZTEX ¢ SA=+H - AEBERA
performance bonds of HK$877,000 (2005: EERM A TREBEECELBAORE
HK$8,880,000) in respect of certain services provided 877,000 ;T (ZZTZ H 4 : 8,880,000
by the Group. BIT) °

OPERATING LEASE ARRANGEMENTS

The Group leases certain of its office properties and staff
quarters under operating lease arrangements. Such leases
are negotiated for terms ranging from one to three years.

At 30 June 2006, the Group had total future minimum
lease payments under non-cancellable operating leases
falling due as follows:

27 MEMBY R B

AEERBEEHORHERETHARE
ENETIEE BHEZOEHRERNF—

EHH ﬁ%@?ﬁ ;zLATiHﬁS'ZﬁZﬂiIEi
EEMESEBENT

Group
rE
2006 2005
—EERE —ETRF
HK$’000 HKS’000
FET FET
Within one year —FR 1,422 1,209
In the second to fifth years, F_EFRF
inclusive (BIEERMF) 108 557
1,530 1,766




(Year ended 30 June 2006 BE T XNFANA=THIEFE)

28. NOTES TO THE CONSOLIDATED CASH mEHERERKRMHE

FLOW STATEMENT

Deemed disposal of a subsidiary WEBHEWB A A

On 6 December 2004, the directors’ meetings of the EPRO RZTZEWMF+—ARNH SELBEZES
Shanghai approved the deregistration of EPRO Shanghai, EHETHEIELE FELERADALZ
a wholly owned subsidiary of the Company, which the 2ERABMBAR - FERZ_ZTETHFNA
deregistration was commenced on 14 September 2005. TIHER% - HE LEFEXFRHEEAR
EPRO Shanghai was principally engaged in the provision REHNRE  HEBAESENBEERTLES
of professional IT contract services. Since the relevant FERHRARRRIT G AEEFERBENER
business licenses had expired and the board of directors SGBELBUTNTEHRASEHEZE_ZTT N
had resolved not to provide any future resources for its FRAZTHIEFEZREUBRE

operation, EPRO Shanghai was de-consolidated from the
Group’s consolidated financial statements for the year

ended 30 June 2006.

2005
—ZTTRF
HKS 000
FET
Net assets disposed of: HENTEBZFEE
Trade payables ERT 8 5 RN -
Other payables and accruals HihEANRERETEE -
Reserves released upon WAR RS 2R EE
deemed disposal -
Gain on deemed disposal W ABLHE—M
of a subsidiary B ARz -
Satisfied by Cash e K _
The deemed disposed subsidiary did not contribute to the WRABELENB RN EARNER 2 i
Group’s revenue but loss of HK$58,000 to the Group'’s HRER  THRATEERHEZE_TTFAN
consolidated loss after tax for the year ended 30 June A=Z1TBHBEFEZHEERBEBER?

2006.

58,0008 T2 K1 °
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29. COMMITMENTS 20. 7% I
In addition to the operating lease arrangements detailed BROEFE27FTIL 2 R E A HE - AEBRE
in note 27, the Group had the following capital BERAUTEREIE :

commitments at the balance sheet date:

2006 2005
—ETRE —EERF
HK$’000 HKS 000
FET FAET
Contracted but not yet provided for i1 37 & 4918 R B &
- Motor vehicle —"R8 108 -
30. RELATED PARTY TRANSACTIONS EEALIRS
In addition to the transactions and balances detailed BREEMBREAFLIRZ REGIH - B
elsewhere in these financial statements, during the year, AEE  AEBHE-—FHBEALTR—FZES
the Group had the following transactions with an EITUTARAETESHEAERRR IR
associate and a director: Z
Group
KE
2006 2005
—ETRE —EERF
Notes HK$’000 HKS 000
o3 FET FAET
Interest received from BR—R2BEALTZ
an associate & (@ 8 -
Interest paid to a director IRF—REZTZHE (@) 515 365
Sales to an associate mM—RHMBEALTZHESR 71 76
Due to a director —REBZMAEERE 7,169 5,169
Notes: Hat -
(a) Interest was charged at Hong Kong dollar prime lending (@ FEERBETIREBNEFRFH -

rate per annum.
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31. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES

The Group’s principal financial instruments, other than
derivatives, comprise overdrafts, and cash and short term
deposits. The main purpose of these financial instruments
is o raise finance for the Group’s operations. The Group
has various other financial assets and liabilities such as
frade receivables and trade payables, which arise directly
from ifs operations.

It is, and has been during the year, the Group’s policy
that no frading in financial instruments shall be
undertaken.

The main risks arising from the Group’s financial
instruments are cash flow interest rate risk, foreign
currency risk, credit risk and liquidity risk. The Board reviews
and agrees policies for managing each of these risks as
summarised below. The Group’s accounting policies in
relation to derivatives are set out in 2.5 to the financial
statements.

Cash flow interest rate risk

The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s overdraft and
unsecured loan from a director at market prevailing
floating interest rate.

The Group currently does not have an interest rate
hedging policy. However, management monifors the
Group’s interest rate exposure and will consider hedging
significant interest rate exposure should the need arise.

S BEBREEEEREXK

BOTET RN AREZEEHHTABRE
RITER BEX  BHERESMER - %F
BITAZIZEWNERARLAEBEZEEE
- AREEZREZHEEEL A M
BEERARE PIWNBHEKFTIAREHE
NHOR -

AEEZBRARFENLBEEEMB T
A

AEEPBTAEEZIRZARARERE
MEEE - HINERR  FERREABES
Rl EFeEMEREEREZERR 2K
WA T « REBHITET R Z 7K
RPN TEMEME2.5 -

BEREFEERE

AEETESRAFHNRZEIR—FE
ERMBFEG REERERAEZTIEH
REE) 2 B

REEBR R BRAN TE K - AW
EREREREMNERAR  IREFEEHS
EREPEBANERR -
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31. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Foreign currency risk

The Group has fransactional currency exposures. Such
exposures arise from sales or purchases by operating units
in currencies other than the units’ functional currency.

The Group requires all its operating units to use forward
currency contracts to eliminate the foreign currency
exposures for currencies other than United States dollars
and on any individual fransactions in excess of HK$500,000
or equivalent, for which payment is anficipated more than
one month after the Group has entered intfo a firm
commitment for a sale or purchase. The forward currency
contracts must be in the same currency as the hedged
item. It is the Group’s policy not to enter info forward
contracts until a firm commitment is in place.

It is the Group’s policy to negotiate the terms of the
hedge derivatives fo match the terms of the hedged item
to maximise hedge effectiveness.

The Group had no foreign currency contracts outstanding
as 30 June 2006.

Credit risk

The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers
who wish to frade on credit terms are subject to credit
evaluation procedures. In addition, receivable balances
are monitored on an ongoing basis and the Group’s
exposure to bad debts is not significant. For transactions
that are not denominated in the functional currency of
the relevant operating unit, the Group does not offer credit
terms without the specific approval of the management.

(Year ended 30 June 2006 HE =T ZXNFANA=THIEFE)

ST BEBREEEEREXK

(%)
S B L B2

AEERHEXZFEERR - ZERBTIAR
REBUATIREEE RN BB ETHER
REMEL -

REBE R EFTALEEN - 388 500,000
BrudRSESBWARE—EAERNIRZ
BRI SRAEEGT R EEAERER
EREBAHN  NWEHERXTUINEEZ
SN - ERMEM AN MABEMEINIAR
ZE¥HER - AEEZBR RS EE AR
AN EREH -

R o

ZERFRA=ZTRH  ERAKRENINE

1= 7t /2 f2

FEBEEHRDEREEEBEZE =X
5 AEEZBRRABRNEERRS 2
P BAKXBBEENGRERF - I &
2 MWK I 8 R DA AR T DA BE 4R - UK
EEZERTATRE - iU FABEHEESE
U2t E¥INEZRSME  AEERE
EEHENTEREEES -
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31.

32.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Credit risk (Continued)

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents and available-for-
sale financial assefs, arises from default of the
counterparty, with a maximum exposure equal tfo the
carrying amount of these instruments.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral.

Liquidity risk
Internally generated cash flow and bank borrowings are
the general sources of funds to finance the operations of
the Group. The majority of the Group’s banking facilities
are subject to floating rates and are renewable annually.
The Group regularly reviews its major funding positions to
ensure that it has adequate financial resources to meet
its financial obligations. The Group aims to maintain
flexibility in funding by maintaining committed credit lines
and sufficient bank deposits to meet its short term cash
requirements. The Group’s liquidity risk management
includes making available standby banking facilities and
diversifying the funding sources.

LEGAL PROCEEDINGS

In September 2003, a subsidiary of the Group, Epro
Systems (China) Limited ("EPRO China”), and Linkfull
Investment Group Limited (“Linkfull”) entered into an
agreement whereby EPRO China agreed to sell and
Linkfull agreed to purchase 7,000 shares of HKS1 each
(the “Sale Shares”) in EPROgistics Limited ("EPROgistics”)
at HK$1,750,000 (the
“Consideration”), which was unconditionally and
irevocably guaranteed by Mr. Wong Tak ("Mr. Wong”), a
then staff of the Group and a beneficial owner of Linkfull.

the consideration of

31.

32.

BEERREEBEBREREX

(%)
1= T A B2 (#)

AEEHEREFENMELEBYBTEE
(BRACLASSFEDRAIHBEENTE
BE)ZEERREREZETAZ REEMR
[@ o

HAAKEERDRRAREEBEZF =7
R BRALBERRZIAE -

B & £ E R
NHELZRERERRITIEERAEBZE
BE2z —RAKIR - REBRMORITARE
BB EFLSANEGFESR - AEEHR
HEFIZESRN  UEREEEHTBE
RARNEMBEE - AEBEEEBBER
AHBAZCAREER  UEKESZE
A WABFEBZRITER - ARMNES
ReHE AEEZADURREEREBRER
HRHEEBERRITRERDHES TR

= 2R A

—ET=FNA  AEE-ZRXWEBRARSE
ZH(PE)BRAR ([HEHE]) ELnkfull
Investment Group Limited ([Linkfull]) 5] 32
—HE Bt ZEFERELEM
LinkfulB ZEBESEDRBEARAR([5
EYREHL]) 7,000 Z R EE 1S T Z KRG
(MEE’Hm]) - R{EA1,750,000% 7T ([
Bl UTEAEEEHR-—EZBRE (A
Linkfullz & #z # & A ) Wong Tak’t &
(TWong%t 4 |) % {6 14 -1 A S b HE 4R o
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32. LEGAL PROCEEDINGS (continuea)

The Consideration for the sale and purchase of the Sale
Shares shall be settled in two tranches as follows:

(@) asto HKS$1 million, upon the signing of the agreement
for sale and purchase dated 10 September 2003 (the
“Agreement”);

(b) as to HKS$750,000, at anytime thereafter but in any
event on or before 30 June 2005.

The first franch of the HK$1,000,000 was received by EPRO
China on 10 September 2003 and pursuant to fwo
supplemental deeds dated 30 August 2005 and 11
January 2006 respectively, the due date for settlement of
the second franche was extended to 30 June 2006.

As at the balance sheet date, apart from further
HK$37,000 was received by EPRO China, Linkfull failed/
refused to pay the balance of the Consideration in the
sum of approximately HK$713,000 together with the
interest thereon.

Despite of repeated extension and in view of the default
in payment, EPRO China filed a claim against Mr. Wong
on 8 August 2006 to the District Court of the Hong Kong
Special Adminisfrative Region in respect of the
outstanding balance of the Consideration of
approximately HK$713,000 together with the interest from
1 July 2005 till payment.

Notwithstanding the confidence of the directors of the
Company on successful claim of the said amount, a full
provision for the receivable of the outstanding principal
amount of HK$713,000 had been made in the financial
statements of the Group for the year ended 30 June 2006.

(Year ended 30 June 2006 & =

325%?%%&%&(%)

FRAZTHLEFE)

BEHERD 2 MBS0 T XL REX
4 -

() 1,000,000 TR EFTBEA_ZEZT=
FRLATHEERZ ([1HBE]) &

(b) 750, OOO/%?EEAUCH%K}EE%EEH M
WA BER_—_EERENA=+H=KZ
Al -

SBEREER-Z 7_¢7L)E]JFE|WHX§HH
FXI81,000,000% 7T - REFEH BRI A=
AFFENA=Z+TARZETERF—A+— HZ
MHAFTERL » INE_HHREZRABE
REZZZEXRNFNA=TH-

REER - B SEHEDWERSSM37,0008
JL AN o Linkfullk 88 /B @& X B2 E YD
713,000/ T2 RESHTEBHFAE -

BECDZREH  ERRENK - FEHE
RZZEZRFENANBAZBBFNITHE
@ 15 % B - R (8 & X B #:51713,0007% 7T
BERBE_ZEERAFEA—HEEREHLEZ
M ERWongs £ HER -

BN AR R R ZE FMAEF A NEFNE B Lt I8
HNMRBEZZEAFAA=TBLEFEZ
AEBHBREPHRAIME 2 REERNLTE
713,000/ 7t 1E & S # 5
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33. COMPARATIVE AMOUNTS

Certain comparative amounts have been reclassified and
restated to conform with the current year’s presentation
and accounting treatment.

34. APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved and authorised
for issue by the board of directors on 25 September 2006.

BB F

ETHUBRBEFEEMHDBEREINAFAFA
Z2IRERER -

34. 4t fE B % | &

EEQEU_ZZRFAA-THARAER
EBBOTHB®RE
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Five Year Financial Summary JE & R E

A summary of the results and of the assefts, liabilities and
minority interests of the Group for the last five financial years,
as exfracted from the published audited financial statements
and restated/reclassified as appropriate, is set out below.

TXRAEERMITEAMBRFEZRAREE
BERLEERERBE  DRBEAKEZD
REEZHBERE  WLBESYEFD

-

Year ended 30 June
BEAA=+THLEEE

2006 2005 2004 2003 2002
—EERE —TTHF —ZTETNHFE —TT=F —_TEZ_F
HK$’000 HKS’000 HK$'000 HKS$’000 HK$'000
FET Fi&T FE&T FET Fi&T
RESULTS B4
CONTINUING OPERATIONS SEREER
REVENUE A 86,478 54,822 85,148 126,494 177,129
Cost of sales & i 88 B KA (62,623) (33,562) (54,664) (78,472) (151,130)
Gross profit EF 23,855 21,260 30,484 48,022 25,999
Other income and gains H b WA R & F 2,298 6,763 2,698 9,485 11,872
Selling and distribution costs HE R D HEMKA (949) (906) (1,423) (2,591) (7,365)
Technical expenses Bt & R (9,406) (11,489) (14,305) (22,892) (23,795)
Administrative expenses THREHR (19,983) (19.543) (27.386) (31,207) (567.830)
Other expenses HEHmER - a9 484 1,965 (17,968)
Finance costs MERAK (798) (952) (1,037) (1,237) (2,933)
Share of profits and losses of: 2 & FH A& Z
m A & EE
Associates RN (83) 534 163 (138) 366
A jointly-controlled — A AL A 2
enterprise AERHA - - - 3,779 (1,378)
(LOSS)/PROFIT BEFORE TAX BRE AT (B8)
& F (5,066) (4,352) (10,322) 5,192 (73.032)
Tax g (345) (45) (180) (2,044) (430)
(LOSS)/PROFIT FOR THE YEAR R EH L L %K
FROM CONTINUING ZEE (B8
OPERATIONS %% F (5,411) 4,397y (10,502 3,148 (73,462)
DISCONTINUED OPERATION ERIEREER
Loss for the year from RE—HEKIEEE
a discontfinued operation ¥ FEEBR - - - - (4,581)
(LOSS)/PROFIT FOR THE YEAR 4 & (518) /% (5,411) 4,397y (10,502 3,148 (78,043)
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Aftributable to:
Equity shareholders
of the Company
Minority interests

ASSETS, LIABILITIES AND
MINORITY INTERESTS

TOTAL ASSETS

TOTAL LIABILITIES

MINORITY INTERESTS

Year ended 30 June
BEANA=THLEE

2005 2004 2003 2002
—TTRF —_ZTTNF —TT=F —_TT_F
HK$’000  HK$'000  HK$'000  HKS'000
Fr&T FHT FET FET
AR &5 AL
RARERBKRE
(4,397) (10,750) 3,290 (71.871)
D HR R - 248 (142) 6,172)
(4.397) (10,502) 3,148 (78,043)
EE-8EKR
LEREER
BEAE 58,503 61,726 89,878 108,876
& fERE (50,590) (49,120) (70,745) (89.440)
DER RS - (248) - (1,930)
7.913 12,358 19,133 17,506
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