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

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

Given the emerging nature of companies listed on GEM, there is a risk that
securities traded on GEM may be more susceptible to high market volatility
than securities trade on the Main Board and no assurance is given that there
will be a liquid market in the securities trade on GEM. The principal means of
information dissemination on GEM is publication on the Internet website
operated by the Stock Exchange. Listed companies are not generally required
to issue paid announcements in gazette newspapers. Accordingly, prospective
investors should note that they need to have access to the GEM website in
order to obtain up-to-date information on GEM-listed issuers.

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

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

Proactive Technology Holdings Limited (“Proactive” or
the “Company”) is one of the leading technology
companies in the Asia Pacific region, well versed in both
information and telecommunication technologies.

Proactive was founded by a group of experts in information
and telecommunications technology in 1992. Over the
years, Proactive has designed and developed a wide range
of value-added telecommunications and computer
telephony solutions and established longstanding
partnerships with a number of industry leaders such as
Lucent Technologies, Nortel Networks, Intel-Dialogic,
Microsoft, Envox, Altigen, Captaris and GN Netcom.

Today, the enterprise telecommunication solutions
developed by Proactive serve many well-known
multinational corporations from a wide spectrum of
industries including banking, finance, utilities, tele-services
operators, call-centre bureau, education, transportation,
government, and etc; with reference sites spanning from
Hong Kong to Greater China and throughout the whole
Asia Pacific Region.

Proactive is committed to provide the industry with world-
class technology and quality services based on its thorough
understanding of its customers’ businesses and their needs.
Its dedication to product research and development is
another key factor contributing to its success. With a
dedicated team of experienced I.T. professionals and
technical consultants, Proactive is not only well-equipped
to provide the state-of-the-art technology platforms and
applications; but also is qualified to offer consultancy
service in the process of service planning, project
implementation and system commissioning and operation.

Firmly rooted in Hong Kong, Proactive has recorded
continuous growth with the establishment in computer
telephony sectors from the local market. It has been
pursuing expansion of business opportunity in the Greater
China region. In order to operate its business in a more
efficient manner and improve after sales services in China,
Proactive has enhanced and consolidated the market
position of its two branches in Beijing and Shanghai. To
expedite its businesses expansion, Proactive further
strengthened its financial background through securing the
listing on the GEM board of The Stock Exchange of Hong
Kong Limited in May 2000.

Proactive’s mission is to become the leading Tele-
Commerce technology applications and service provider
in the Asia Pacific region. Leveraging the strong foundation
in both telecommunications and on information
technologies that has been built and reinforced over the
years, Proactive will continue to focus on its core business
and explore new high-growth business opportunities in
this ever-changing industry.
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CHAIRMAN'S STATEMENT

TO OUR SHAREHOLDERS

The current market situation of IT and Telecom field was
gradually recovered from the major recession during the
past several years. Since the listing in 2000, Proactive has
been striving to re-form internally and expand our coverage
beyond Hong Kong. Regardless of the IT and Telecom
market collapse starting 2000 onwards, we successfully
controlled our costs and expenses in an effective way and
struck a good balance between keeping good cost control
and possessing technological and creative power for
capturing future mass business opportunities. We extended
our coverage to PRC and have stemmed a solid foothold
by successfully building some benchmarking projects in

Beijing.

Proactive is well-equipped ourselves to tackle the future
possible challenges and is capable of realizing and

capturing upcoming tremendous business opportunities.

As the company is actively looking for new opportunity to
increase the value for the shareholders, we believe that
the possible joint venture with Guangdong China Railway
Television Media Limited will be an exciting opportunity.
The management team is looking forward to complete the
deal. The company is currently performing due diligence
on the abovementioned project, and hoping to close the
transaction on the Sino joint venture with Guangdong

China Railway Television Media Limited in the near future.

FINANCIAL RESULTS

The Group generated a turnover of approximately
HK$11,880,000. Consolidated net loss recorded
approximately HK$3,611,000. The loss per share was
HK1.5 cent. Net assets of the Group amounted to
HK$15,984,000 which represented the net asset value per
share of HK0.07 cent. No long term borrowings at the
year end date. As at 31st December 2006, cash and bank
deposit stood at approximately HK$4,773,000 or cash per
share of HK0.02 cent.
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CHAIRMAN'S STATEMENT

TERE

RESULTS OF OPERATION E S 5
Year ended
1st Quarter  2nd Quarter  3rd Quarter ~ 4th Quarter 31st December
2006 2006 2006 2006 2006
HEtZH
=t+-H
E-ZF E-ZE EZZE ENZEE LEE
“EERE  ZEBEERE ZEERE CZEERE  CZEERE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT
Turnover BEH 3,078 2,666 2,623 3,513 11,880
Gross Profit EH 1,769 1,736 1,577 1,749 6,831
Gross Profit Margin A% 57% 65% 60% 50% 58%
Distribution, Selling, o HE -
General and KRR
Administration Expenses THER 2,253 1,849 1,882 5,695 11,679
Net Loss FEEFE 480 58 274 2,799 3,611
Before Interest, tax and BRAE - BER
Depreciation Allowance REERRA
(Profit)/Loss (BH) /BE 389 40 254 2,768 3,451
FINAL DIVIDEND HKERE

The directors do not recommend the payment of a final
dividend for the year ended 31st December 2006
(2005: nil).

APPRECIATION

Taking this opportunity, | would like to thank for all
colleagues for their contribution so far with the company
especially during these few years to encounter the adverse
market situation. Our colleagues have successfully
demonstrated their creativity and flexibility to gain the
support from customers by providing quality service within
the limited approved budget. | believe that our strong team
morale will sustain and keep growing which is definitely a

vital successful factor for our future achievements.

Tsang Chi Hin

Chairman and Chief Executive Officer

Hong Kong, 28th February 2007
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MANAGEMENT DISCUSSION
AND ANALYSIS

FINANCIAL REVIEW

Turnover of the Group for the year ended 31st December
2006 was approximately HK$11,880,000 (2005:
HK$20,982,000), which represents a decrease of 43% as

compared with the previous financial year.

Turnover from telecommunications business decreased by
53% to HK$3,404,000 (2005: HK$7,228,000), representing
29% (2005: 34%) of the Group’s total turnover. Turnover
attributable to our computer telephony business decreased
by 38% to HK$8,476,000 (2005: HK$13,754,000),
accounting for 71% (2005: 66%) of the Group’s total

turnover.

The gross profit for the year under review was
HK$6,831,000 which was decreased by 28% comparing
with last year (2005: HK$9,458,000), while the gross profit
margin was increased to 58% (2005: 45%).

Operating costs for the year ended 31st December 2006
was approximately HK$11,656,000 (2005:
HK$11,536,000), representing a 1% increase.

The audited consolidated loss for the year attributable to
equity holders of the parents also increased by 105% to
approximately HK$3,611,000 (2005: HK$1,764,000). Loss
per share was HK1.5 cent for the year under review (2005:
HKO0.8 cent).

BUSINESS REVIEW

During this recent couple of years, the overall market
performance tended to improve to certain extent. However,
the progress of the recovery, especially in the IT and
telecom market, was still in a slow and sluggish pace. The

market was in a process of reformation and consolidation.

We have initiated the streamlining of our operations,
especially in Mainland China, and created business
dynamics to cope with the changes in business needs. We
successfully developed a cost-effective local engineering

team.
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW (Continued)

The difficult operating environment of recent years for the
IT and telecom industry continues to persist. In the absence
or the introduction of any new or more advance
technology, the products and services offered by the
telecom industry is now very much price driven. There
were at times marked improvements, albeit sporadic, in
various regional market segments and sub-markets.
However, the pace at which reforms are progressing and
the rate at which the overall market is recovering are far
from optimistic. These negative implications and the direct
impact it has had on the Company’s Hong Kong operations
was even more apparent during the financial year ended
2006.

In view of the prevailing situation where the market
continues to compete on price, we believe it will become
increasingly difficult for a majority part of the market to
stay afloat. With profit margins eroding, it will only be a
matter of time before we see a large scale consolidation
with smaller players being acquired while others have no
avail but to exit. Ultimately those companies with the
resources, capability and greater market share will emerge
to become the leaders and/or giants of the industry.
Undoubtedly, the evolution process is a painstaking event

which can be very time consuming.

In 2006, the senior management undertook a
comprehensive reassessment of its existing business model
to ascertain whether it still made sense to continue
operating as an IT and telecom company. In the aftermath,
despite of its initial success, the Company simply does not
have the capital nor the human resources needed to
compete at the next level with the larger domestic and/or
international players. In retrospect, the senior management
adopted a very pragmatic perspective. It was believed it is
in the minority shareholders’ best interest that the Company
stems its losses and exits the market. The Company instead
would, and has already commenced to, focus on a new
and exciting opportunity in the growing field of logistic

transportation.
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MANAGEMENT DISCUSSION
AND ANALYSIS

FUTURE PROSPECTS

For the business outlook, the overall IT and telecom market
environment is still obscure and is facing some sorts of
uncertainty. However it would appear to us that the speed
of the recovery is expediting especially while the market
expected the advent of 3G in PRC in 2007. With our
establishment in Beijing, we are able to capture more

businesses in PRC.

The Company, in 2007, intends to acquire the entire equity
shareholding interest of a company which has already
entered into a Sino-Foreign joint venture (the “JV”) with a
wholly-owned subsidiary of the Ministry of Railways of
the People’s Republic of China (the “MOR”). The JV has
been established for the purpose of owning, developing,
and operating a logistics transportation network nationwide
for the promotion and facilitation of domestic trade. In
due course, it is believed and hoped that the logistic
transportation network, when firmly established, will
primarily be used as one of the principal means for
transporting basic raw materials providing a much needed
supporting service to some of the country’s pillar industries,

namely, the coal, metal ores and oil industries.

The JV is the holder of an exclusive trackage right for a 50
year period, granted by the MOR, to operate rail freight
trains on the MOR’s existing railway infrastructure network.
The operational right extends the entitlement to cover
upgraded tracks as well as all new tracks which has already
been built, in the process of being built or will be
additionally built in the future. In defining what is meant
by the exclusivity nature of the right, pursuant to the
agreement, it is construed to mean that the JV has the first
right of refusal to undertake all potential future expansions
in relation to this business activity. The language as
stipulated has the effect of being a de-facto non-competitive

clause.

The proposed logistic transportation business is a pilot
project and the first-of-its-kind in China’s railway history.
It will also serve to form an integral part of the MOR’s
commitment to reform the country’s railway transportation
industry to be more in line with developments undertaken

by other governments and countries around the world.
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MANAGEMENT DISCUSSION
AND ANALYSIS

FUTURE PROSPECTS (Continued)

During the first phase of development, the plan requires
the JV to purchase 300 trains over a 15 to 18 month
period to kick start the business. Each of the trains will
comprise of 55 wagons and be able to travel at a maximum
speed of not less than 90 kilometers per hour; while each
of the wagons will have a minimum uploading capacity of
70 tons per wagon. In addition, the JV will need to set up
the relevant operations including the sales network. Based
on the proposed allocated track routes on which the trains
will be traveling on, the Company estimates that at least 4
offices (near the major railway bureaus) in the People’s
Republic of China will have to be set up to facilitate
operations. The team in the Hong Kong office will oversee
and manage the business as well as being responsible for

all aspects relating to financial matters.

The )V, operating in accordance with all laws and
regulations governing the railway industry in the People’s
Republic of China, is required to pay a fixed but significant
portion of its gross revenues to the MOR in the form of a
fee for having access and for using its railway network.
The fee payment also covers most, if not all, of the costs
associated with the daily operations of the trains. This
Light Assets Business Model is an extremely favorable
arrangement for two principal reasons: (1) the JV/
Company’s requirement capital expenditures for
development of the infrastructure needed in effect has been
kept at a bare minimum; and (2) the JV/Company can
leverage off of MOR’s wealth of experience in the actual
management and operations (particularly in terms of train
scheduling on the world’s busiest railway network) of the

trains.
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MANAGEMENT DISCUSSION
AND ANALYSIS

FUTURE PROSPECTS (Continued)

China’s Railway Industry

China’s railway industry has undergone more than a
century of development. Railways in the country, at the
end of 2004, consist of railways owned by the MOR
(82.1%), railways owned by various local governments
(6.4%) and railways owned through joint venture
companies (11.5%). As at the year ended 2005, the total
operational track length of China’s railway network was
75,438 kilometers. The country has the busiest railway
system in the world and has been operating at near capacity
for years. It currently uses 6% of the world’s total track
length to handle over 23% of the world’s total passenger

volume and freight traffic.

Conscious and strong efforts have been made to increase
existing capacity by relaxing speed restrictions and by
adding new tracks. Since 1997, China has raised its train
speed 5 times and a 6th is being tabled for April 2006.
The last speed raising alone in 2004 increased the freight
transportation capacity of the railway networks by 15.0%.
Moreover, under the 15th 5-year plan, there is also an
ambitious plan to increase the total track length of its
railway network to 100,000 km by 2010. China intends to
build 19,800 kilometers of new railway lines, modernize
15,000 kilometers of existing railway lines, boost passenger
train speed to 200 km per hour with faster trains traveling
at more than 300 kilometers an hour, and increase the
load of freight trains with a single engine hauling over
5,000 tons.

Under the railway development plan approved by the
Chinese government, every year 4,000 kilometers of new
tracks will be laid, 3,000 kilometers of existing tracks
electrified, and faster passenger trains, including the maglev

trains, and large capacity freight trains will be introduced.
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MANAGEMENT DISCUSSION
AND ANALYSIS

FUTURE PROSPECTS (Continued)

Existing Large Gap between Demand and Supply

The railway system plays a fundamental role in China’s
economy by being a cost-efficient, long haul transportation
mode for bulk commodities (e.g. coal, petroleum, timber,
and steel mineral ores) particularly from the interior regions
of the country to the coastal areas. It is safe, reliable and
immune to environmental impacts such as poor weather

conditions.

Consistent high economic growth rates and increasing
urbanization are the two major drivers for the increasing
demand in freight transportation. At present, it is estimated
that the country is in need of at least 280,000 wagons per
day to satisfy existing and growing daily demand. There is
however less than 140,000 wagons per day available. The
existing fleet of wagons is also inadequate to service the
contractual obligations previously undertaken by the State
in respect of what are viewed as vital and key strategic
projects. With limited alternatives, private companies often
had to rely on more costly modes of transport for their

delivery needs.

According to the MOR, the large gap between supply and
demand will further exasperate commencing in 2007 once
the anticipated wagon retirement plan is being
implemented. An estimated 70,000 wagons, mostly wagons
with an upload capacity of less than 60 tons, has been
slated for retirement in 2007. A further 270,000 wagons
have been targeted for 2008 and 2009. The proposed
project’s 300 trains will only be replacing 23.6% (or
16,500) of the 70,000 wagons expected to be retired during
2007 or 11.8% of the operational wagons and 5.9% of the

estimated current market demand.

As such, it comes as no surprise China’s railway industry

is the envy of many transport companies around the world.
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MANAGEMENT DISCUSSION

o — =A
AND ANALYSIS EEREN®HEDN
LIQUIDITY AND FINANCIAL RESOURCES RBEESRMKEER
2005 2006 Change
—EZTREF —E2EERE #Z1k
HK$’000 HK$’000
BT T ST T
Total assets wEE 13,351 19,526 46%
Total liabilities FER=RE 4,616 3,542 -23%
Working capital HEES 7,580 14,462 91%
Cash and bank deposit He KIRITHFER 8,549 4,773 ~44%
Short-term bank borrowings 5 EIRTTE K 1,086 - -100%
Debt to equity ratio BEHESE 0.53x 0.22x
Gearing ratio BERBELE 0.000x 0.000x

During 2006, the Group was principally financed by cash
flow generated internally together with the short-term bank
borrowings and placing of existing shares and subscription
of new shares in November and December 2006.

As at 31st December 2006, the Group had consolidated
net current assets of approximately HK$14,462,000 (2005:
HK$7,580,000). Cash and bank deposits stood at
approximately HK$4.8 million on 31st December 2006,
or cash per share of HK$0.02, of which approximately
HK$4.4 million and HK$0.4 million was denominated in
Hong Kong dollars and United States dollars respectively.
The total short-term bank borrowings was Nil (2005:
HK$1,086,000) and the gearing ratio, measured on the
basic of total non-current liabilities to total assets less
current liabilities, was O times (2005: O times).

As at 31st December 2006, the Group had no capital
commitment (2005: Nil).

CAPITAL STRUCTURE

The capital of the Company comprises only ordinary shares.
Details of movements in the share capital of the Company
during the year ended 31st December 2006 are set out in

note 25 of this annual report.
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MANAGEMENT DISCUSSION
AND ANALYSIS

CHARGES ON ASSETS
As at 31st December 2006, the Group did not have any

charges on its assets.

As at 31st December 2005, the Group had aggregate
banking facilities of approximately HK$7,000,000 from
several banks for overdrafts, loans, and trade financing.
Unused facilities as at 31st December 2005 amounted to
approximately HK$5,914,000. These facilities were secured
by the Group’s bank deposits of approximately
HK$2,000,000. The Group did not have any charges on

other assets as at 31st December 2005.

SIGNIFICANT INVESTMENT HELD, MATERIAL
ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES

Save as disclosed in this report, there were no significant
investment held, material acquisitions or disposals of

subsidiaries during the year under review.

EXPOSURE TO FLUCTUATION IN EXCHANGE RATES

The reporting currency adopted by the Group was Hong
Kong dollars. Majority of the Group’s sales, receivables,
bank borrowings and expenditures were denominated in
Hong Kong dollars and United States dollars. As Hong
Kong dollars is closely linked with United States dollars,
therefore, foreign currency exposure to the Group shall be

minimal.

CONTINGENT LIABILITIES
As at 31st December 2006, the Group had no contingent
liabilities (2005: Nil).

12

AN Usa 50 TR lepld it

i

il
2L
2
\|

/
&
=4

B E

EEMAT
RZTZEXRFTA=+—H XEBEALEE
EEA -

R-ZZEZRF+_A=+—08 AEBEELEZ
KERTTRLE S E AR A B 7,000,0007T © B
B BERERESRE R-ZZTZTRAF+=A
=+—H: MAEANREBLBEHARBE
5,914,0007C ° ZERMEARKE Z RITHERLD
7B 12,000,000 EEIF - KEBR -_ZTZTHF
TZA=T—BWEETH M EERRE o

BENERREURE R WIS EM
JZ/NES]
BRABRERAFEEN  REBEAFE @ K&
B EEMEMEANKRE  ERARBERHEN
BRA] -

EE R EE S
REBEZRBEEREREL /B  MAKE
ZEEHE BUBERR RITEREEMAX
TEUBBAERTHEE - ANEEHERET
T M ERERRPUAEEER ZVE
FEREM o

FREE
RIZEZEXRF+T_A=+—H XEHEALRE
XREB(EZRF &) -

2006 A



MANAGEMENT DISCUSSION
AND ANALYSIS

EMPLOYEE INFORMATION

The Group (excluding its associate) had approximately 26
full-time employees (2005: 22) in Hong Kong and PRC as
at 31st December 2006. During the year ended 31st
December 2006,

(including directors’

the Group had incurred staff costs
emoluments) of approximately
HK$4,163,000 (2005: HK$6,012,000).

The Company has adopted a Share Option Scheme
pursuant to which options may be granted to full time
employees (including executive directors) of the Group to
subscribe for share in the Company. As at 31st December
2006, no share option has been granted under the existing

Share Option Scheme of the Company.

As at 31st December 2006, 6 employees (2005: 9) had
completed the required number of years of service under
the Employment Ordinance to be eligible for long service
payments on termination of their employment with the
Group. The Group is only liable to make such payments
where termination meets the required circumstances
specified in the Employment Ordinance. As at 31st
December 2006, the estimated amount provided for such
purpose amounted to approximately HK$79,000 (2005:
HK$250,000).
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CORPORATE INFORMATION

BOARD OF DIRECTORS
Executive Directors
Mr. Tsang Chi Hin

Mr. Lam Kim Chau (resigned on 30th April 2006)
Mr. Wong Wai Ho (resigned on 10th May 2006)
Mr. Li Siu Ming (resigned on 1st January 2007)
Mr. Zeng Bangjian (appointed on

1st December 2006)
Mr. Ng Kam Wing (appointed on

1st December 2006)
Mr. Koh Tat Lee, Michael (appointed on

22nd January 2007)
Mr. Lim Kwok Choi (appointed on

22nd January 2007)

Independent Non-executive Directors
Mr. Leung Lok Ming
Mr. Lo Wa Kei, Roy (resigned on 1st April 2006)
Mr. Szeto Yat Kong (appointed on st April 2006
and resigned on
26th October 2006)
Mr. Chan Ho Wabh,

Terence
Mr. Chong Cha Hwa (appointed on
26th October 2006)
Dr. James Wing Ho (appointed on
Wong 22nd January 2007)
Mr. Lok Shing Kwan, (appointed on
Sunny 22nd January 2007)

AUTHORISED REPRESENTATIVES

Mr. Tsang Chi Hin (ceased on 8th December 2006)
Mr. Lam Kim Chau (ceased on 30th April 2006)
Mr. Ng Kam Wing (appointed on
8th December 2006)
Mr. Li Kam Cheung, (appointed on
Ivan 20th November 2006)

AUDIT COMMITTEE
Mr. Leung Lok Ming
Mr. Lo Wa Kei, Roy (resigned on Tst April 2006)
Mr. Szeto Yat Kong (appointed on 1st April 2006
and resigned on
26th October 2006)
Mr. Chan Ho Wabh,

Terence
Mr. Chong Cha Hwa (appointed on
26th October 2006)
Mr. Lok Shing Kwan, (appointed on
Sunny 22nd January 2007)
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CORPORATE INFORMATION

NOMINATION COMMITTEE

Mr. Chan Ho Wabh,
Terence

Mr. Tsang Chi Hin

Mr. Lo Wa Kei, Roy

Mr. Szeto Yat Kong

(resigned on 1st April 2006)
(appointed on 1st April 2006

and resigned on

26th October 2006)
(appointed on

26th October 2006)
(appointed on

22nd January 2007)

Mr. Chong Cha Hwa

Dr. James Wing Ho
Wong

REMUNERATION COMMITTEE
Mr. Lo Wa Kei, Roy (resigned on 1st April 2006)
Mr. Szeto Yat Kong (appointed on 1st April 2006
and resigned on
26th October 2006)
Mr. Tsang Chi Hin
Mr. Chan Ho Wabh,
Terence
Mr. Chong Cha Hwa (appointed on
26th October 2006)
(appointed on
22nd January 2007)

Dr. James Wing Ho
Wong

COMPANY SECRETARY
Ms. Leung Pui Ki (resigned on 30th June 2006)
Mr. Li Kam Cheung, Ivan (appointed on 30th June 2006)

COMPLIANCE OFFICER
Mr. Tsang Chi Hin (ceased on

8th December 2006)
(appointed on

8th December 2006)

Mr. Ng Kam Wing

QUALIFIED ACCOUNTANT
Mr. Li Kam Cheung, Ivan

REGISTERED OFFICE
Clarendon House

2 Church Street
Hamilton HM 11
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
14th Floor

Bangkok Bank Building

18 Bonham Strand West Street

Sheung Wan

Hong Kong

WEB-SITE
www.proactive.com.hk

E-MAIL
info@proactive.com.hk
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CORPORATE INFORMATION

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
Butterfield Fund Services (Bermuda) Limited

Rosebank Centre

11 Bermudiana Road

Pembroke HM08

Bermuda

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Union Registrars Limited

Room 1803, Fook Lee Commercial Centre

Town Place, 33 Lockhart Road, Wanchai

Hong Kong

AUDITORS

SHINEWING (HK) CPA Limited
Suites 09-18

20/F., Shui On Centre

6-8 Harbour Road

Wanchai

Hong Kong

LEGAL ADVISORS
Conyers Dill & Pearman
Michael Li & Co. Solicitors

PRINCIPAL BANKERS
DBS Bank (Hong Kong) Limited
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PROFILE OF DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. TSANG Chi Hin, aged 48, is the executive director of
the Company since February 2000 and he is the chairman
and the chief executive officer of the Company. He is the
co-founder of the Group and he is responsible for corporate
strategic planning and management. Mr. Tsang holds a
bachelor degree in economics and a higher certificate in
electronic engineering with over 21 years of experience in
telecommunications and electronic industries. Mr. Tsang
started his marketing career in 1984. He then joined
Hongkong Telecom as a consultant in marketing data
communication services in 1987 and his last position in

Hongkong Telecom was Account Director.

Mr. Zeng Bangjian, aged 54, is the executive director of
the Company since December 2006. Mr. Zeng has
completed diploma education. He had more than 20 years
of management experience in logistic and transportation

trade in China.

Mr. Ng Kam Wing, aged 57, is the executive director of
the Company since December 2006. Mr. Ng has gained
more than 20 years of experience in financial and
management and he was an executive director and

financial controller of a public listed company.

Mr. Koh Tat Lee, Michael, aged 41, is the executive
director of the Company since January 2007. Mr. Koh holds
a Master of Electrical Engineering degree and a Master of
Industrial Engineering degree from Columbia University in
the United States. Mr. Koh possesses more than 10 years
of experience in the telecommunications industry and has
worked at Bell South and AT & T in the United States and
was promoted to technical director before he left AT & T.
Mr. Koh was the vice president of First Pacific Company
Limited, a company listed on the Main Board of the Stock
Exchange. During his tenure at First Pacific Company
Limited from year 1994 to 1997, Mr. Koh founded a private
company called Tuntex Telecom in Taiwan and assumed
the post of president for the period from year 1995 to
1997. Mr. Koh currently is an executive director of M
Dream Inworld Limited, which is a company listed on the
GEM of the Stock Exchange.
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PROFILE OF DIRECTORS
AND SENIOR MANAGEMENT

Mr. Lim Kowk Choi, aged 44, is the executive director of
the Company since January 2007. Mr. Lim holds a Master
of Business Administration degree. Mr. Lim has over 20
years of experience in banking and finance, hotel
management and import/export trade working as senior
management for both private and listed companies. Mr.
Lim previously served as a non-executive director of First
Natural Foods Holdings Limited from year 2002 to 2003,
and as an executive director of LeRoi Holdings Limited
from year 2004 to 2006, which are listed company on the
Main Board of the Stock Exchange.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LEUNG Lok Ming, aged 35, is the independent non-
executive Director of the Company since July 2004. Mr.
Leung is a certified public accountant in Hong Kong. He
is an associate member of the Hong Kong Institute of
Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. Mr. Leung

is currently a director of Union Alpha CPA Limited.

Mr. CHAN Ho Wah, Terence, aged 36, is the independent
non-executive Director of the Company since August 2005.
Mr. Chan is a Chartered Financial Analyst. He holds a
bachelor of engineering degree and a master of science
degree in real estate (general practice surveying) from the
University of Hong Kong. Mr. Chan has extensive years of
experience in the field of finance. Mr. Chan was an
independent non-executive director of Sino-Tech
International Holdings Limited (formerly known as Semtech
International Holdings Limited), a company listed on the
main board of the Stock Exchange from 13 November 2003
to 2 January 2004.
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PROFILE OF DIRECTORS
AND SENIOR MANAGEMENT

Mr. Chong Cha Hwa, aged 40, is the independent non-
executive director and also the members of audit
committee, remuneration committee and nomination
committee of the Company since October 2006. Mr. Chong
is a fellow member of the Association of Chartered Certified
Accountants and a member of the Malaysian Institute of
Accountants. Mr. Chong has obtained a degree of bachelor
of management with honours from the University of
Science, Malaysia. Prior to joining the Company, Mr.
Chong has gained more than 14 years of experience in the
accounting and finance area servicing private and public
listed companies in Hong Kong and the Southern Asia
region. Currently, Mr. Chong is the qualified accountant
and the company secretary of Shanghai Jiaoda Withub
Information Industrial Company Limited, being a company
listed on GEM of the Stock Exchange and the independent
non-executive director of Vital BioTech Holdings Limited,
being a company listed on Main Board of the Stock

Exchange.

Dr. James Wing Ho Wong, aged 48, is the independent
non-executive director and also the members of
remuneration committee and nomination committee of the
Company since January 2007. Dr. Wong has been educated
and worked in Hong Kong and United Kingdom. He studied
acoustics at the Heriot-Watt University in Scotland. Dr.
Wong has strong analytical and quantitative skills with
excellent organization, negotiation, verbal and written
presentation skills, and has a number of design patents in
building components, heat exchangers and acoustics
products. He has systematic knowledge of logistic,
accounting, finance, investment, and marketing. Dr. Wong
has wide experience in consulting contracts for a board
range of industries in China and aboard. Dr. Wong is one
of the nation’s experts in acoustic research. He has
extensively applied the principles of acoustics, energetics
and optics to solving complex problems for the
transportation, military, government, and private sectors.
Dr. Wong previously worked in Hong Kong Government
Environmental Protection Department’s Policy Group and
Management Group. Dr. Wong has established Allied
Environmental Consultants Limited in 1995 and developed

the multi-disciplines technological Allied Group in 1997.

D

AN Usa 50 TR lepld it

EER
N

SHEREAEBN

RERELEE 40 - B _TEXRF+HAHER
RAZBMIFATESR  URBEREZES - #
MEEGRRREZEEGIKE - REERRE
BAARSAMAGERGERBRKALT S
B AEEE ° k% &M University of Science,
MalaysiaHU 15 &322 T 8B 247 - {EMBEARRQ A
Al REEFENR AL SRBEBEAI4F LK
B REARERMRZMARRRARLET
NART - REEBRKETLEIABARER
EXERNABRAF (REIXMAIXERETZA
A2 EBERGMRATME - WIEELERE
MBI EIZERER AR (REBRZAERET 2R
B ZBIUFITES -

BEXREL  48% B -EZELF-RAHMER
NAZBYIFATES  URFHEESRE
HEEGZKE - EELINEERKERME
FHE R IAE - FRERE B Heriot-Watt K 2238
ERZ ERELEROIFIRTOREES N
5 MEEEBFNARS)  HKHAKTT - EF
ERRERD  BRBF M  ARIBEIR
BREERTEERZARSEMN - BRI
it 2R REKTHEHITETEE —E
M- BEELIRPE MBS EITEZE N
AEBHEELEEZKAR BEFLHVET—EH
FEEBMAER - WBRE EEBERABER
BEZEANBRER FF BRTRLEH
B2HE FEIENERRBEBBRNRRER
EEREREREE R-ANAFEXRILHTAR
B IEBERERAR  HER—-ANLEF
& % ot 54l 2 Allied Group °

2006 A



PROFILE OF DIRECTORS
AND SENIOR MANAGEMENT

Mr. Lok Shing Kwan, Sunny, aged 42, is the independent
non-executive director and also the member of audit
committee of the Company since January 2007. Mr. Lok
holds a Bachelor degree in business and he has over 16
years of experience in financial reporting, internal control
and overall administration of corporate affairs. He also
has more than 11 years of experience in the accounting
field in both of Hong Kong SAR and People’s Republic of
China. Mr. Lok is fellow member of Hong Kong Institute
of Certified Public Accountants and a member of CPA
Australia. Mr. Lok previously served as an independent
non-executive director for China Investment Fund Company
Limited from year 2001 to 2004, Cosmopolitan
International Holdings Limited from year 2003 to 2005
and LeRoi Holdings Limited from 2003 to 2007.
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE REPORT

The Group has complied with most of the code provisions
on Corporate Governance Practices as set out in the GEM
Listing Rules (“CG Code”) other than the deviations as

disclosed in this report.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding
directors’ securities transactions on terms no less exacting
than the required standard of dealings as set out in Rules
5.48 to 5.67 of the GEM Listing Rules throughout the year
ended 31st December 2006. Having made specific enquiry
of all directors, the Company’s directors have complied
with such code of conduct and required standard of

dealings.

BOARD OF DIRECTORS

The Board currently consists of ten directors, of whom
five are executive directors and five are independent non-
executive directors. Detail of backgrounds and
qualifications of the chairman of the Company and the
other Directors are set out in the pages 17 to 20 of the

Annual Report.

The Board includes a balanced composition of executive
directors and independent non-executive directors and
possess a wide spectrum of relevant skills and experience.
The participation of independent non-executive directors
in the Board brings independent judgement on issues
relating to the Group’s strategy, performance, conflicts of
interest and management process to ensure that the
interests of all shareholders of the Company have been

duly considered.
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CORPORATE GOVERNANCE REPORT

BOARD OF DIRECTORS (Continued)

The Board considers that all of the independent non-
executive directors are independent and has received an
annual confirmation of independence from each of them

pursuant to the GEM Listing Rules.

The Board is responsible for the approving and monitoring
business plans, evaluating the performance of the Group
and oversight of management. The Board also focuses on
overall strategies and policies with particular attention paid

to the growth and financial performance of the Group.

The Board delegates day-to-day operations of the Group
to executive directors and senior management, while
reserving certain key matters for its approval. Decisions of
the Board are communicated to the management through

executive directors who have attended at Board meetings.
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CORPORATE GOVERNANCE REPORT

BOARD OF DIRECTORS (Continued)
The Board held a board meeting for each quarter during
the year ended 31st December 2006. Details of the

attendance of the Board are as follows:

Executive Directors Attendance

Mr. Tsang Chi Hin (Chairman) 4/4

Mr. Lam Kim Chau 1/1
(resigned on 30th April 2006)

Mr. Wong Wai Ho 0/1
(resigned on 10th May 2006)

Mr. Li Siu Ming 3/4
(resigned on 1st January 2007)

Mr. Zeng Bangjian 0/0

(appointed on 1st December 2006)
Mr. Ng Kam Wing 0/0
(appointed on 1st December 2006)

Independent Non-executive Directors

Mr. Leung Lok Ming 4/4

Mr. Lo Wa Kei, Roy 1/1
(resigned on 1st April 2006)

Mr. Szeto Yat Kong 1/3

(appointed on 1st April 2006 and
resigned on 26th October 2006)
Mr. Chan Ho Wah, Terence 4/4
Mr. Chong Cha Hwa 1/1
(appointed on 26th October 2006)

Apart from the above regular board meetings of the year,
the Board will meet on other occasions when a board-
level decision on a particular matter is required. The
Directors will receive details of agenda items for decision
and minutes of committee meetings in advance of each

board meeting.
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CORPORATE GOVERNANCE REPORT

APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

Each of the independent non-executive directors of the
Company has entered into a service contract with the
Company, for an initial term of two years commencing
from 1st July 2004 in the case of Mr. Leung Lok Ming,
12th August 2005 in the case of Mr. Chan Ho Wah,
Terence, 26th October 2006 in the case of Mr. Chong Cha
Hwa and 22nd January 2007 in cases of Dr. James Wing
Ho Wong and Mr. Lok Shing Kwan, Sunny respectively.
The service contracts shall continue thereafter until
terminated by either party giving the other not less than
three months’ notice after the expiration of the said initial

fixed term.

Under the Bye-laws of the Company, all directors
(including executive directors and independent non-
executive directors) are subject to retirement by rotation

at least once every three years.

Induction program is arranged for the newly appointed
director on the latest information of the Group. The
comprehensive orientation package is also provided
detailing the responsibilities and duties of being a director
and the requirements under the applicable rules and

regulations of the Company.
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CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

Under the code provision A.2.1 of the CG Code, the roles
of chairman and chief executive officer should be separate
and should not be performed by the same individual. The
division of responsibilities between the chairman and chief
executive officer should be clearly established and set out

in writing.

Mr. Tsang Chi Hin (“Mr. Tsang”) assumes the role of both
the chairman and the chief executive officer of the
Company. Mr. Tsang is the founder of the Group and is
responsible for business plans, strategies and policies. He
ensures that the Board acts in the best interests of the
Group and all key and appropriate issues are properly
briefed and discussed by the Board in order for the Board

functions effectively.

The role of chairman and chief executive officer of the
Group rests on the same individual which deviates from
the code provision in the CG Code. The Board is of the
view that this has not compromised accountability and
independent decision making as to the independent non-
executive directors are independent and have free and
direct access to the Company’s external auditors and
independent professional advice when considered

necessary.

Mr. Tsang has considerable industry experience and he is
motivated to contribute to the growth and profitability of
the Group. The Board is of the view that it is in the best
interests of the Group to have an executive chairman so
that the Board can have the benefit of a chairman who is
knowledgeable about the business of the Group and is
most capable to guide discussions and brief the Board in a
timely manner on pertinent issues and developments to
facilitate open dialogue between the Board and the

management.
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REMUNERATION COMMITTEE

The remuneration committee was established on 12th
August 2005 and currently comprising three independent
non-executive directors of the Company, namely Mr. Chan
Ho Wah, Terence (the chairman of the Committee), Mr.
Chong Cha Hwa and Dr. James Wing Ho Wong and an
executive director of the Company, namely Mr. Tsang Chi
Hin.

The role and function of the remuneration committee
include the determination of the remuneration package of
all directors and senior management of the Company. The
principal elements of the Company remuneration package
may include basic salary, discretionary bonus and share
option. The determined guidelines are based on their skill,
knowledge and involvement in the Company’s affairs and
which are determined by reference to the Company’s
performance and profitability, as well as remuneration
benchmark in the industry and the prevailing market

conditions.

The remuneration committee will consult the chairman
who is also the chief executive officer about its proposals
relating to the remuneration of other executive directors
and senior management of the Company and have the
right to require the Company’s management to furnish any
remuneration related information from senior management

of the Company for the purposes of discharging its duties.

During the year under review, the remuneration committee
held four meetings. Details of the attendance of the
remuneration committee meetings are as follows:
Members Attendance
Mr. Lo Wa Kei, Roy 1/1
(the chairman of the Committee whereas
resigned on 1st April 2006)
Mr. Szeto Yat Kong 1/2
(appointed on 1st April 2006
and resigned on 26th October 2006)
Mr. Chan Ho Wah, Terence 4/4
(the chairman of the Committee

appointed on 1st April 2006)

Mr. Chong Cha Hwa 2/2
(appointed on 26th October 2006)
Mr. Tsang Chi Hin 4/4
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CORPORATE GOVERNANCE REPORT

NOMINATION COMMITTEE

The nomination committee was established on 12th August
2005 and currently comprising three independent non-
executive directors of the Company, namely Mr. Chong
Cha Hwa (the chairman of the Committee), Mr. Chan Ho
Wah, Terence and Dr. James Wing Ho Wong and an
executive director of the Company, namely, Mr. Tsang
Chi Hin.

The role and function of the nomination committee include
recommending the appointment and removal of Directors.
The nomination committee considers the past performance,
qualification, general market conditions and the Company’s
Bye-laws in selecting and recommending candidates for

directorship during the year under review.

During the year under review, the nomination committee
held five meetings. Details of the attendance of the meeting

are as follows:

Members Attendance

Mr. Chan Ho Wah, Terence 5/5
(the chairman of the Committee)

Mr. Lo Wa Kei, Roy 1/1
(resigned on 1st April 2006)

Mr. Szeto Yat Kong 1/3
(appointed on 1st April 2006
and resigned on 26th October 2006)

Mr. Chong Cha Hwa 2/2
(appointed on 26th October 2006)

Mr. Tsang Chi Hin 5/5

AUDITORS’ REMUNERATION

An amount of approximately HK$200,000 (2005:
HK$150,000) was charged to the Group’s consolidated
income statement for the year ended 31st December 2006
for the auditing services. There is no significant non-audit
service assignment provided by the auditors during the

year.
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AUDIT COMMITTEE

The Company has established an audit committee on 3rd
May 2000 with written terms of reference which was
revised on 12th August 2005 to substantially the same as
the provisions as set out in the CG Code which became
effective for accounting periods commencing on or after
1st January 2005. The primary duties of the audit committee
are to review the Company’s annual report and accounts,
half-yearly and quarterly reports and to provide advice
and comments thereon to the Board.

The audit committee has reviewed the Company’s financial
statements for the year ended 31st December 2006 and
has provided advice and comments thereon. The audit

committee has met four times during the year.

Currently, the members of the audit committee comprising
four independent non-executive directors of the Company,
namely Mr. Leung Lok Ming (the chairman of the
Committee), Mr. Chan Ho Wah, Terence, Mr. Chong Cha
Hwa and Mr. Lok Shing Kwan, Sunny.

The audit committee held four meetings during the year
ended 31st December 2006. Details of the attendance of

the meeting are as follows:

Members Attendance

Mr. Leung Lok Ming 4/4
(the chairman of the Committee)

Mr. Lo Wah Kei, Roy 1/1
(resigned on 1st April 2006)

Mr. Szeto Yat Kong 1/3
(appointed on 1st April 2006
and resigned on 26th October 2006)

Mr. Chan Ho Wah, Terence 4/4

Mr. Chong Cha Hwa 1/1

(appointed on 26th October 2006)

The Group’s unaudited quarterly and interim results and
annual audited results during the year ended 31st
December 2006 have been reviewed by the audit
committee, which was of the opinion that the preparation
of such results complied with the applicable accounting
standards and requirements and that adequate disclosure

have been.
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CORPORATE GOVERNANCE REPORT

DIRECTORS’” RESPONSIBILITY FOR FINANCIAL
STATEMENTS

Annual Report and Financial Statements

The Directors acknowledge their responsibility to prepare
financial statements for each financial year which give a
true and fair view of the state of affairs of the Group and
in presenting the quarterly and annual financial statements,
and announcements to shareholders, the Directors aim to
present a balanced and understandable assessment of the

Group position and prospects.

Accounting Period

The Directors consider that in preparing the financial
statements, the Group uses appropriate accounting policies
that are consistently applied, and that all applicable

accounting standards are followed.

Accounting Records

The Directors are responsible for ensuring that the Group
keeps accounting records which disclose with reasonable
accuracy the financial position of the Group and which
enable the preparation of financial statements in

accordance with the applicable accounting standards.

Going Concern

The Directors, having made appropriate enquiries, consider
that the Group has adequate resources to continue in
operational existence for the foreseeable future and that,
for this reason, its is appropriate to adopt the going concern

basis in preparing the financial statements.
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REPORT OF DIRECTORS

EE WG

The board of directors of the Company (the “Board”)
present the annual report together with the audited
financial statements of the Company and its subsidiaries
(together “the Group”) for the year ended 31st December
2006.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its
subsidiaries are principally engaged in investment holding,
design, development and sale of value-added
telecommunication products and computer telephony

products.

An analysis of the Group’s turnover by product range
together with its respective loss attributable to equity
holders of the parent for the year ended 31st December

2006 is as follows:

ARREFG([EFG)) EBAR R RENE
AR (REAEEDBE—TERF+-_A=
TRALEFENFREAKEGHMBREZSE -

EFEXRH

ARAR-BEALRAT  AWBAAHTE
EHR/ERE - R AERHEHEEN
EGREMTHER -

ARBEBE-TEAT A=t BLS
ERESERNZEEBRANSARNRERS
AR BRSO -

By product range RE®ER
Profit/(loss)
attributable to
equity holders
Turnover of the parent
& A FRE
HHE AEM
e EAL(EE)
HK$’000 HK$’000
BT T BT T
Telecommunications B 3,404 1,108
Computer telephony BN EE 8,476 4,496
Unallocated XD - (9,215)
11,880 3,611
CUSTOMERS AND SUPPLIERS FTEEFRMHER

For the year ended 31st December 2006, the five largest
customers accounted for approximately 23% of the Group’s
total turnover and the five largest suppliers of the Group
accounted for approximately 64% of the Group’s total
purchases. The largest customer of the Group accounted
for approximately 9% of the Group’s total turnover while
the largest supplier accounted for approximately 49% of

the Group’s total purchases.

During the year, none of the directors, their associates, or
any shareholders (which, to the knowledge of the Directors,
owned more than 5% of the Company’s share capital) had
a beneficial interest in the Group’s five largest customers

and suppliers.
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RESULTS AND APPROPRIATIONS
Details of the Group’s results for the year ended 31st
December 2006 are set out in the consolidated income

statement on page 40 of this annual report.

The Directors do not recommend the payment of any
dividend for the year ended 31st December 2006 and
recommend that the accumulated losses of approximately
HK$3,073,000 as at 31st December 2006 be carried

forward.

SHARE CAPITAL AND SHARE OPTIONS
Details of movements in share capital and share options
of the Company are set out in Notes 25 and 26,

respectively, to the accompanying financial statements.

RESERVES
Movements in reserves of the Group during the year are
set out in the Consolidated Statement of Changes in Equity

on page 42 of this annual report.

The Company had no reserves available for distribution to
shareholders as at 31st December 2006 (2005: Nil).

PURCHASE, SALE OR REDEMPTION OF SHARES
Neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed

shares during the year ended 31st December 2006.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the

Company’s Bye-laws and the laws in Bermuda.

SUBSIDIARIES AND ASSOCIATE
Particulars of the Company’s subsidiaries and the Group's
associate are set out in Notes 33 and 16 to the

accompanying financial statements respectively.

MACHINERY AND EQUIPMENT
Details of movements in machinery and equipment during
the year are set out in Note 15 to the accompanying

financial statements.

SHORT-TERM BANK BORROWINGS
Particulars of short-term bank borrowings as at 31st
December 2006 are set out in Note 24 to the

accompanying financial statements.
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RETIREMENT BENEFITS SCHEMES

Details of the retirement benefits schemes are set out in

Note 30 to the accompanying financial statements.

CHARITABLE DONATIONS

No charitable donation was made by the Group during

the year (2005: Nil).

CONNECTED TRANSACTIONS

During the year, there were no transactions which need to

be disclosed as connected and related party transactions

in accordance with the requirements of the Rules

Governing the Listing of Securities on the GEM of the

Stock Exchange (the “GEM Listing Rules”) and accounting

principles generally accepted in Hong Kong.

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS
The directors who held office during the year and up to

the date of this report are:

Executive directors
Mr. Tsang Chi Hin
Mr. Lam Kim Chau
Mr. Wong Wai Ho
Mr. Li Siu Ming

Mr. Zeng Bangjian

Mr. Ng Kam Wing
Mr. Koh Tat Lee,

Michael
Mr. Lim Kwok Choi

(resigned on 30th April 2006)
(resigned on 10th May 2006)
(resigned on 1st January 2007)
(appointed on 1st December 2006)
(appointed on 1st December 2006)

(appointed on 22nd January 2007)

(appointed on 22nd January 2007)

Independent non-executive directors

Mr. Leung Lok Ming
Mr. Lo Wa Kei, Roy
Mr. Szeto Yat Kong

Mr. Chan Ho Wabh,
Terence
Mr. Chong Cha Hwa

Dr. James Wing Ho
Wong

Mr. Lok Shing Kwan,

Sunny

(resigned on 1st April 2006)
(appointed on 1st April 2006

and resigned on

26th October 2006)
(appointed on 26th October 2006)

(appointed on 22nd January 2007)

(appointed on 22nd January 2007)
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS
(Continued)

In accordance with Bye-law No. 87 of the Company’s
Bye-laws, Mr. Chan Ho Wah, Terence will retire from
office by rotation and, being eligible, offer himself for

re-election at the forthcoming Annual General Meeting.

In accordance with the Bye-law No. 86 of the Company’s
Bye-laws, Mr. Zeng Bangjian, Mr. Ng Kam Wing, Mr. Koh
Tat Lee, Michael, Mr. Lim Kwok Choi, Mr. Chong Cha
Hwa, Dr. James Wing Ho Wong and Mr. Lok Shing Kwan,
Sunny will retire from office and, being eligible, offer
themselves for re-elections at the forthcoming Annual

General Meeting.

Each of the executive directors of the Company has entered
into a service contract with the Company, for an initial
term of three years commencing from 25th February 2000
in the case of Mr. Tsang Chi Hin, and for an initial term of
two years commencing from 12th August 2005 in the case
of Mr. Li Siu Ming, commencing from 1st December 2006
in the cases of Mr. Zeng Bangjian and Mr. Ng Kam Wing
and commencing from 22nd January 2007 in the cases of
Mr. Koh Tat Lee, Michael, and Mr. Lim Kwok Choi. The
service contracts shall continue thereafter until terminated
by either party giving the other not less than three months’
notice after the expiration of the said initial fixed term.
No termination notice has been given by any party during

the year and up to the date of this report.

Each of the independent non-executive directors of the
Company has entered into a service contract with the
Company, for an initial term of two years commencing
from 1st July 2004 in the case of Mr. Leung Lok Ming,
12th August 2005 in the case of Mr. Chan Ho Wah,
Terence, 26th October 2006 in the case of Mr. Chong Cha
Hwa and 22nd January 2007 in cases of Dr. James Wing
Ho Wong and Mr. Lok Shing Kwan, Sunny respectively.
The service contracts shall continue thereafter until
terminated by either party giving the other not less than
three months’ notice after the expiration of the said initial

fixed term.

None of the directors being proposed for re-elections at
the forthcoming Annual General Meeting has a service
contract with the Company or any of its subsidiaries which
is not determinable by the Group within one year without
payment of compensation other than statutory

compensation.
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DIRECTORS’ INTERESTS IN SHARES

As at 31st December 2006, there is no interests and short
positions of the directors and the chief executive officer 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
Securities and Futures Ordinance (the “SFO”)) as recorded
in the register required to be kept by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to Rule 5.46
of the GEM Listing Rules.

DIRECTORS’” RIGHTS TO ACQUIRE SHARES OR
DEBENTURE

At no time during the year was the Company or any of its
subsidiaries or holding companies a party to any
arrangements to enable any of the Company’s directors or
members of its management to acquire benefits by means
of the acquisition of shares in, or debt securities (including
debentures) of, the Company or any other body corporate
and none of the directors, their spouse or their children
under the age 18, had any right to subscribe for the
securities of the Company, or had exercised any such right

during the year.

SHARE OPTION SCHEME
A summary of the share option scheme and details of the
movements in share options of the Company during the

year are set out on pages 80 to 82.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s
business to which the Company or any of its subsidiaries
was a party and in which any of the Company’s directors
or members of its management had a material interest,
whether directly or indirectly, subsisted at the year ended

31st December 2006 or at any time during the year.

MANAGEMENT CONTRACTS

No contract concerning the management and
administration of the whole or any substantial part of the
business of the Company was entered into or existed during

the year.
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SUBSTANTIAL SHAREHOLDERS

As at 31st December 2006, persons who have an interest
or a short position in the shares or underlying shares of
the Company as recorded in the register required to be

kept under Section 336 of the SFO were as follows:

FERR

RZZEERFF+_A=+—8 BREAQAR
B M BRI S 3361 R ERFE MM
Brfprsl - AT ALHEAARR RN KA
B R SOR R

Long position in ordinary shares of the Company RARAREBRZEFR
Type of Percentage
Name of shareholders Number of shares interests of interests
RREE EB BREE 5 48 Al EmBEDL
Well Support Limited (Note 1) 52,415,466 Corporate 18.83%
Well Support Limited (f/7E£1) NG|
Gorgeous Overseas Limited (Note 2) 22,898,000 Corporate 8.22%
EBBINERAF (Kat2) NG|
Century Dragon Development Limited (Note 3) 27,000,000 Corporate 9.70%
Century Dragon Development Limited (f773) R A]
Note: Kzt -
1. Well Support is beneficially owned by Liu Yi Dong 1. Well Support/y i 2z 5R J 4 R R ERK B
Family Trust and the beneficiaries of which are Mr. REBAZINBRRGERECESH
Liu Yi Dong and his family members. B
2. Gorgeous Overseas Limited is wholly-owned by Mr. 2. EBEINERRAAI NG KELEZERE
Yang Yongxia. ZRE] e
3. Century Dragon Development Limited is wholly-owned 3. Century Dragon Development Limited/5

by Mr. Wu Wai Leung.

Save as disclosed above, at 31st December 2006, no other
shareholders or other persons had an interest or a short
position in the shares or underlying shares of the Company
as recorded in the register required to be kept under Section
336 of the SFO.

COMPETING INTERESTS

Mr. Tsang Chi Hin is the chairman of the Group and a
director of Beijing Teletron Systems Integration Company
Limited which is also engaged in the provision of
telecommunications and computer telephony solutions. The
Directors believe that there is a risk that such business
may compete with those of the Group. However, the
Directors are also of the view that the invaluable
experience of Mr. Tsang in the telecommunications and
computer telephony industry will complement the

development of the Group’s business.

55

Annual Report

Wu Wai Leungfe £ 2 EHH Z R Al ©

BREMBEEEN  RBERFLA=+—
B E A AR sk E A A £ AR RIAR ) 24
B AN R IR IR RE 75 R BB 1651 33616 E
AT B WX #E & B RS M AT D 8% A M a8 SOk

P
=

wF
REBEIFEEERLCERARFEEILRTEES
EGERERAFTEST B WAREEXT
HeERHEEALREREFZFARTE EFITR
B MAREBRSENEBEFEERARFN
AREME - Rifn - EEGIMEE  BEGELEE
BEALEMEEATSNERELR  BHEEE
BERTHSRE °

2006 4#H



COMPETING INTERESTS (Continued)

During the year, save as disclosed above, none of the
directors or the management shareholders of the Company
(as defined in the GEM Listing Rules) or any of their
respective associates had an interest in business which
competes or may compete with the business of the Group
or has any other conflict of interest which any such person

has or may have with the Group.

BOARD PRACTICE AND PROCEDURES

During the year ended 31st December 2006, the Company
was in compliance with the Board Practices and Procedures
as set out in Rules 5.34 of the GEM Listing Rules.

FINANCIAL SUMMARY
A summary of the results and assets and liabilities of the
Group announced in previous years are set out on page

88 of this annual report.

AUDIT COMMITTEE

The Company has established an audit committee on 3rd
May 2000 with written terms of reference which was
revised on 12th August 2005 to substantially the same as
the provisions as set out in the CG Code which became
effective for accounting periods commencing on or after
1st January 2005. The primary duties of the audit committee
are to review the Company’s annual report and accounts,
half-yearly and quarterly reports and to provide advice

and comments thereon to the Board.

The audit committee has reviewed the Company’s financial
statements for the year ended 31st December 2006 and
has provided advice and comments thereon. The audit

committee has met four times during the year.

Currently, the members of the audit committee, comprising
all independent non-executive directors of the Company,
namely Mr. Leung Lok Ming (the chairman of the
Committee), and Mr. Chan Ho Wah, Terence, Mr. Chong
Cha Hwa and Mr. Lok Shing Kwan, Sunny.

36

Annual Report

¥ 37

EEE (8)

RAFERN - BREMEZREIN  EHESERA
AR BEEERRE (Ex RAIZER LM A sk
EEENEMBEAMEREER RSB XRKE
PSR PIRE BB F M E B Em - MARRALH
7N £ B 3 4 AF (A] 3R 77 3OE 1 Fll e & 2R

EESEMNERERER
ARNARBE—TTEAF+-_A=+—HLF
E—EHETRIZER EmABRRNES34EMEA2ES
SERLREF -

MR
REERNEFEEAMNER  BEMAE
RBEHNAFMELLHA -

EZEEE

ARFER_ZZETFAA=-—AKRIBKREZER
g HEABESEER_ZTZAFN\A+=
HiERTEHA T RF— A Bk 2&MH
ZE5t R A R b A < A AT R UK B
HE - BEERZEEG2ETERBERBFHARAZ
iﬁ&%ﬁ'iiﬁi&*gﬁ%'uﬁﬁﬁ

MEEgRMEESR e
ERZEREEHNARRBE_ZETRF+ =
A=T—"BLEFEZYBHRE - LS REH
BEERER BRZEERAFEZAREKX
B

EREEERMAARAR BB IIENTT %
B DRI AREREE(ZEREIRE) -

ERAE  RRFEEEREAPEE -

2006 4#H



REPORT OF DIRECTORS

EE WG

AUDITORS

The financial statements for the years 31st December 2005
and 2006 were audited by SHINEWING (HK) CPA Limited.
A resolution will be submitted to the annual general

meeting to re-appoint them as the auditors of the Company.

Horwath Hong Kong CPA Limited tendered their resignation
as auditors of the Company with effect from 1st September
2005 and SHINEWING (HK) CPA Limited was appointed
as auditors of the Company by the shareholders of the
Company at the extraordinary general meeting held on
14th October 2005.

The financial statements of the Company for the year ended
31st December 2004 were audited by Horwath Hong Kong
CPA Limited and there have been no other changes of the

auditors of the Company in the past three years.

On behalf of the Board of Directors,
TSANG CHI HIN

Chairman

Hong Kong, 28th February 2007
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Suities 09-18, 20/F.
Shui On Centre
6-8 Harbour Road
Wanchai, Hong Kong

fexsPia

Shine‘ZOZnﬁ

TO THE SHAREHOLDERS OF PROACTIVE TECHNOLOGY
HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Proactive Technology Holdings Limited (the “Company”)
and its subsidiaries (the “Group”) set out on pages 40 to
87, which comprise the consolidated balance sheet as at
31st December 2006, the consolidated income statement,
the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended,
and a summary of significant accounting policies and other

explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
financial statements in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance.
This responsibility includes designing, implementing and
maintaining internal control relevant to the preparation
and the true and fair presentation of the consolidated
financial statements that are free from material
misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making
accounting estimates that are reasonable in the

circumstances.
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AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and
to report our opinion solely to you, as a body, in
accordance with section 90 of the Bermuda Companies
Act 1981 of Bermuda, and for no other purpose. We do
not assume responsibility towards or accept liability to
any other person for the contents of this report. We
conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to
whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers
internal control relevant to the Group’s preparation and
true and fair presentation of the consolidated financial
statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group’s
internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

OPINION

In our opinion, the consolidated financial statements give
a true and fair view of the state of affairs of the Group as
at 31st December 2006 and of the Group’s loss and cash
flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Lau Miu Man
Practicing Certificate Number: P03603
Hong Kong

28th February 2007
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CONSOLIDATED
INCOME STATEMENT

FOR THE YEAR ENDED 31ST DECEMBER 2006 HZE-TZ X F+-_A=+—HILEE

(Expressed in Hong Kong dollars)  (LA#E#317)

2006 2005
ZBRERE e 2
Notes HK$'000 HK$'000
i3 BT BETT
Turnover EE L (6) 11,880 20,982
Cost of sales HE KA (5,049) (11,524)
Gross profit EH 6,831 9,458
Other operating income & R e 1,249 633
Distribution and selling expenses DHEHRHEEER (23) (34)
General and administrative expenses ~ — R RTHER (11,656) (11,536)
Finance costs RMAKA (8) (12) (87)
Share of result of an associate i UNCIE 3 - (198)

Loss for the year attributable to BRARERSBAEE 9)
equity holders of the parent rERER (3,611) (1,764)

Loss per share BRER
Basic 2R (14) 1.5 cent &1L 0.8 cent &l
40
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CONSOLIDATED
BALANCE SHEET

AS AT 31ST DECEMBER 2006 RZ=ZTZT X F+=-A=+—H

(Expressed in Hong Kong dollars)  (JAE#5175)

2006 2005
ZEERE ZTTEHF
Notes HK$’000 HK$'000
i3 BETT BETT
Non-current assets FRBEE
Machinery and equipment BERRE (15) 1,236 869
Interest in an associate N NI 5 (16) - -
Available-for-sale financial asset AfHENBEE (17) 286 286
1,522 1,155
Current assets mBEE
Inventories g (18) 210 293
Trade receivables & 30 BR 3X (19) 1,982 1,940
Amount due from an associate JE U Bt 2 R B OB (20) 17 706
Prepayments, deposits and BNRE  BER
other receivables H i fE Y 7108 (21) 11,022 708
Pledged bank deposits BERRTER (22) - 2,000
Bank balances and cash BIIEBRREAS 4,773 6,549
18,004 12,196
Current liabilities mBEE
Trade payables JE BRI (23) 878 741
Accruals and other payables HRREAREMENFHE 2,112 2,153
Receipts in advance FEWRIE 552 636
Short-term bank borrowings BHBRITER (24) - 1,086
3,542 4,616
Net current assets mEBEEFE 14,462 7,580
Net assets BEFE 15,984 8,735
Capital and reserves BEARGERE
Share capital A (25) 278 23,200
Reserves i 15,706 (14,465)
Equity attributable to equity holders BREBEREAER
of the parent ZEm 15,984 8,735
The consolidated financial statements on pages 40 to 87 HNEBA0E7TEZ R BHRE  EHESFS
were approved and authorised for issue by the Board of REIZETEF A+ N\BRALRETIE
Directors on 28th February 2007 and are signed on its EFRREE -
behalf by:
LIM KWOK CHOI NG KAM WING
MRE A KRB
Director Director
BF BF
41
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31ST DECEMBER 2006 HZE-TZ X F+-_A=+—HILEE

(Expressed in Hong Kong dollars)  (LA#E#317)

Attributable to equity holders of the parent
BARRESEARL
Exchange
Share Share Contributed translation Accumulated
capital  premium surplus reserve losses Total
BA  ROEE EBHEY EXRE ZHE8 -y
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$'000
BETr A%t BT A%Tr A%Tn A%
(Note 25)
(Hi3E25)
At 1st January 2005 RZZER5-A-H 23,200 29,135 - (24) (41,909 10,402
Loss for the year KEEER - - - - (1,764) (1,764)
Release of translation reserve HENER AN
on deregistered subsidiaries BEELRE - - - 72 2 94
Exchange differences arising BEBNSBES
on translation of foreign operations 2 [ 5 2% - - - 3 - 3
At 31st December 2005 and RZBERFT-A=1-H
1t January 2006 E-2%/4-A-A 2200 29,135 - 51 (43651 8735
Capital Reduction Bl R AR (22,968) - 22,968 - - -
Share Premium Reduction MR 78 B - 29135 29135 - - -
Elimination of accumulated losses ~ # 3R 7]
of the Company Z2HER - - (44,189) - 44,189 -
Issue of shares during the year, FRETRA - MBRH
net of shares issued expenses BHRY 46 10,719 - - - 10,765
Loss for the year rEEER - - - - (3,611) (3,611)
Exchange differences arisingon ~ BREBNEBEE
translation of foreign operations ~ ZEREHE - - - 95 - 95
At 31st December 2006 R-FEAF+_A=1—H 278 10,719 7,914 146 (3,073 15,984
42
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CONSOLIDATED
CASH FLOW STATEMENT

FOR THE YEAR ENDED 31ST DECEMBER 2006 HZEZE-TZ X FEF+-_A=+—HIEE

(Expressed in Hong Kong dollars)

(A% 5R)

2006 2005
ZBRERE e 2
HK$'000 HK$'000
BT BETT
Operating activities B2ED
Loss for the year AEEEAR (3,611) (1,764)
Adjustments for:— HE: -
Interest income FEHRA (148) (144)
Finance costs BEKA 12 87
Depreciation of machinery and BERZE
equipment ZHE 296 627
Net loss on disposal of machinery HERBRIBESE
and equipment ZEBREE 179 22
Allowance for amount due from JE M B o R R FIR
an associate it 234 -
Share of result of an associate [EEHERAEE - 198
(Recovery of) / allowance for bad (BE) /REK
and doubtful receivables Bt (201) 698
Allowance for obsolete and RERGHEFS
slow-moving inventories B 249 1,159
Operating cash flows before 2EELEYHIL
movements in working capital BERERE (2,990) 883
Decrease in inventories FERD 50 229
Decrease / (increase) in trade e R R
receivables "/ (Em) 159 (177)
(Increase) / decrease in prepayments, BARE - Re RAMEKTE
deposits and other receivables (Em) /RL (10,314) 511
Decrease / (increase) in amount due JE Wt & A R B
from an associate D/ (Em) 455 (43)
Increase / (decrease) in trade payables RS EM/ (Fd) 137 (363)
Decrease in accruals and FERE AR H MR FE
other payables B (41) (974)
Decrease in receipts in advance BB R D (84) (1,6006)
Cash used in operations BEMEZRSE (12,628) (1,540)
Interest paid ERFIE (12) (87)
Net cash used in operating activities BEEBHRAZE LR (12,640) (1,627)
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CONSOLIDATED
CASH FLOW STATEMENT

FOR THE YEAR ENDED 31ST DECEMBER 2006 HZE-TZ X F+-_A=+—HILEE

(Expressed in Hong Kong dollars)  (LA#E#317)

2006 2005
“RERE e 2
HK$'000 HK$'000
BT BETT
Investing activities REES
Decrease in pledged bank deposits EEBRITHFAD 2,000 3,002
Purchase of machinery and equipment RERE KRR (1,057) (45)
Interest received B WA & 148 144
Proceeds on disposal of machinery HERBRRE
and equipment s RE - 5
Net cash from investing activities RETHELACREFE 1,091 3,106
Financing activities BEED
Proceeds from issue of shares, net of BARMD 2 MBRE - MBRG
shares issued expenses ETER 10,765 -
(Decrease) / increase in trust receipts ERBBERITER
bank loans (D) /5 (576) 95
Net cash from financing activities BEXBEL RS FE 10,189 95
Net (decrease) / increase in cash and Re kR EEYD
cash equivalents (RY) /BINFE (1,360) 1,574
Cash and cash equivalents at ENZHRER
the beginning of the year e EEY 6,039 4,368
Effect of changes in foreign exchange rate ~ JMNBEXZH 2 ¥ & 94 97
Cash and cash equivalents at the end FRZBER
of the year BeEEY 4,773 6,039
Cash and cash equivalents RTZA=Z+t—RzRe KBS
at 31st December, represented by:- SEM KK -
Bank balances and cash BOEBRREAE 4,773 6,549
Bank overdrafts BOEL - (510)
4,773 6,039
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

GENERAL

Proactive Technology Holdings Limited (the
“Company”) was incorporated in Bermuda on 25th
February 2000 as an exempted company with
limited liability under the Companies Act 1981 of
Bermuda. Its shares are listed on the Growth
Enterprise Market (“GEM”) of The Stock Exchange

of Hong Kong Limited since 18th May 2000.

The addresses of registered office and principal
place of business of the Company are disclosed in
the section of “Corporate Information” to the annual

report.

The consolidated financial statements are presented
in Hong Kong dollars, which is the same as the

functional currency of the Company.

The Company is an investment holding company.
Its subsidiaries are principally engaged in
investment holding, design, development and sale
of value-added telecommunications products and

computer telephony products.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS

In the current year, the Group has applied, for the
first time, a number of new standards, amendments
and interpretations (“new HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA”),
accounting periods beginning on or after 1st
December 2005 or 1st January 2006. The adoption

of the new HKFRSs had no material effect on how

which are either effective for

the results for the current or prior accounting
periods have been prepared and presented.
Accordingly, no prior period adjustment has been

required.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

2. APPLICATION OF HONG KONG FINANCIAL 2. RABBMBHREER
REPORTING STANDARDS (Continued) (%)
The Group has not early applied the following new REBWERERBIATRE RMGIER
standard, amendment and interpretations that have —ETRFF+ZA=tT—HERERZ

MER BRI RERE - AAREER
B AU TER - ERIRRESTE
HAEEZEZERYBRAEEEANY

amendment or interpretations will have no material Z -

been issued but are not yet effective as at 31st
December 2006. The directors of the Company

anticipate that the application of these standard,

impact on the results and the financial position of
the Group.

Hong Kong Accounting Standard

(“HKAS”) 1 (Amendment)
B EFTERF 15 (BRI A)
HKFRS 7
BFEP I REERNFE 75
HK(IFRIC)-Int 7

Capital Disclosures'

B AR EE

Financial Instruments: Disclosures’

SRITHE : KE

Applying the Restatement Approach under HKAS 29

Financial Reporting in Hyperinflationary Economies?

T8 (BB ERRE2EEZR ) 2BEF 7R

HK(IFRIC)-Int 8

T (BRMERRREZE®) REFSHR
HK(IFRIC)-Int 9
HE(ERMBRRREZE®) REF IR
HK(FRIC)-Int 10

T8 (BRMERHRREZRE) 2R 100
HK(FRIC)-Int 11

T (BRMERRREZEE)RES 1R

BEEESFHENE 2R BHEBERRSES 2 M5
wERBEAR?

Scope of HKFRS 2°

BEBUBRELERE 2% 2 Hi5°

Reassessment of Embedded Derivatives*

BH A EBRARISTET A

Interim Financial Reporting and Impairment®

FhERBA 7% ¥ s BB (ES

HKFRS 2 — Group and Treasury Share Transactions®

BEEUBRELENE 2R - EBREBRNHZHC

Effective for annual periods beginning on or ! R-IZETLF— A —HHERR

after 1st January 2007. 2 F JZ HA R A= AR

2 Effective for annual periods beginning on or 3 RIZZERF=A—HaHERK
after 1st March 2006. 2 HAR A= AR

2 Effective for annual periods beginning on or 2 RZZETERFRA B HERR
after 1st May 2006. 2 F JZ HAR A= AR

< Effective for annual periods beginning on or a RIZTRFENA - B HERR
after 1st June 2006. 2 F JE HAR A= AR

3 Effective for annual periods beginning on or 5 RZZEEXRF+—A—HHEERHA
after 1st November 2006. 1 2 F 2 B AR

6 Effective for annual periods beginning on or 6 RIZEZTLF=A—Ha &R
after 1st March 2007. 2 G HAR A= AR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared on the historical cost basis, except for
certain financial instruments, which are measured
at fair values, as explained in the accounting

policies set out below.

The consolidated financial statements have been
prepared in accordance with HKFRSs. In addition,
the consolidated financial statements include
applicable disclosures required by the Rules
Governing the Listing of Securities on the Growth
Enterprise Market of The Stock Exchange of Hong
Kong Limited and by the Hong Kong Companies
Ordinance.

(a) Basis of consolidation

The consolidated financial statements
incorporate the financial statements of the
Company and entities controlled by the
Company (its subsidiaries). Control is
achieved where the Company has the power
to govern the financial and operating
policies of an entity so as to obtain benefits

from its activities.

The results of subsidiaries acquired or
disposed of during the year are included in
the consolidated income statement from the
effective date of acquisition or up to the

effective date of disposal, as appropriate.

Where necessary, adjustments are made to
the financial statements of subsidiaries to
bring their accounting policies into line with

those used by other members of the Group.

All

income and expenses are eliminated on

intra-group transactions, balances,

consolidation.
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3. SIGNIFICANT

ACCOUNTING POLICIES

(Continued)

(b)

(c)

Investments in associates

The results and assets and liabilities of
associates are incorporated in these
consolidated financial statements using the
equity method of accounting. Under the
equity method, investments in associates are
carried in the consolidated balance sheet at
cost as adjusted for post-acquisition changes
in the Group’s share of the profit or loss
and of changes in equity of the associate,
less any identified impairment loss. When
the Group’s share of losses of an associate
equals or exceeds its interest in that
associate (which includes any long-term
interests that, in substance, form part of the
Group’s net investment in the associate), the
Group discontinues recognising its share of
further losses. An additional share of losses
is provided for and a liability is recognised
only to the extent that the Group has
incurred legal or constructive obligations or

made payments on behalf of that associate.

Where a group entity transacts with an
associate of the Group, profits and losses
are eliminated to the extent of the Group’s

interest in the relevant associate.

Revenue recognition
Revenue is measured at the fair value of the
consideration received or receivable and
represents amounts receivable for goods and
services provided in the normal course of
business, net of discounts and sales related
taxes.

from

(i) Revenue the supply,

development and integration of
telecommunication and computer
telephony systems
from

Revenue the supply,

development and integration of
telecommunication and computer
telephony systems is recognised
when the merchandise is delivered
and the significant risks and rewards
of ownership are transferred to

buyers; and the related development

and integration services are
completed. 48
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3o SIGNIFICANT ACCOUNTING

POLICIES

(Continued)

(c)

(d)

Revenue recognition (Continued)

(i) Rental income from leasing of

telecommunication and computer

telephony equipment

Rental income from leasing of
telecommunication and computer
telephony equipment is recognised
on a straight-line basis over the
respective period of the leases.

(iii) Consulting and maintenance service

fees

Consulting and maintenance service

fees are recognised when the services

are rendered.
(iv) Interest income from a financial asset
Interest income from a financial asset
is accrued on a time basis, by
reference to the principal outstanding
and at the effective interest rate
applicable, which is the rate that
exactly discounts the estimated future
cash receipts through the expected
life of the financial asset to that

asset’s net carrying amount.

Taxation
Income tax expense represents the sum of

the tax currently payable and deferred tax.

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

enacted by the balance sheet date.
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3. SIGNIFICANT

ACCOUNTING POLICIES

(Continued)

(d)

Taxation (Continued)

Deferred tax is recognised on differences
between the carrying amounts of assets and
liabilities in the consolidated financial
statements and the corresponding tax base
used in the computation of taxable profit,
and is accounted for using the balance sheet
liability method. Deferred tax liabilities are
generally recognised for all taxable
temporary differences and deferred tax assets
are recognised to the extent that it is
probable that taxable profits will be
which deductible

temporary differences can be utilised. Such

available against
assets and liabilities are not recognised if
the temporary difference arises from
goodwill or from the initial recognition
(other than in a business combination) of
other assets and liabilities in a transaction
that affects neither the taxable profit nor the

accounting profit.

Deferred tax liabilities are recognised for
taxable temporary differences arising on
investments in subsidiaries and an associate,
except where the Group is able to control
the reversal of the temporary difference and
it is probable that the temporary difference

will not reverse in the foreseeable future.

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 profits will
be available to allow all or part of the asset

to be recovered.

Deferred tax is calculated at the tax rates
that are expected to apply in the period
when the liability is settled or the asset is
realised. Deferred tax is charged or credited
to profit or loss, except when it relates to
items charged or credited directly to equity,
in which case the deferred tax is also dealt

with in equity.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(e)

(f)

(g)

Borrowing costs

All borrowing costs are recognised as and
included in finance costs in the consolidated
income statement in the year in which they

are incurred.

Retirement benefit costs

Payments to the Mandatory Provident Fund
Scheme and state-managed retirement
benefit scheme are charged as expense when
employees have rendered service entitling

them to the contributions.

Machinery and equipment
Machinery and equipment are stated at cost
less subsequent accumulated depreciation

and accumulated impairment losses.

Depreciation is provided to write off the cost
of items of machinery and equipment over
their estimated useful lives and after taking
into account of their estimated residual
value, using the straight-line method, at the

following rates per annum:—

Furniture, fixtures and

office equipment 20%
Computer equipment 30%
Equipment on lease to customers 30%
Equipment for development 30%

An item of machinery and equipment is
derecognised upon disposal or when no
future economic benefits are expected to
arise from the continued use of the asset.
Any gain or loss arising on derecognition of
the asset (calculated as the difference
between the net disposal proceeds and the
carrying amount of the item) is included in
the consolidated income statement in the

year in which the item is derecognised.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3o SIGNIFICANT ACCOUNTING

POLICIES

(Continued)

(h)

Financial instruments

Financial assets and financial liabilities are
recognised on the balance sheet when a
group entity becomes a party to the
contractual provisions of the instruments.
Financial assets and financial liabilities are
initially measured at fair value. Transaction
costs that are directly attributable to the
acquisition or issue of financial assets and
financial liabilities (other than financial
assets and financial liabilities at fair value
through profit or loss) are added to or
deducted from the fair value of the financial
assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs
directly attributable to the acquisition of
financial assets or financial liabilities at fair
value through profit or loss are recognised

immediately in profit or loss.

Financial assets

The Group’s financial assets are mainly
loans and receivables and available-for-sale
financial assets. All regular way purchases
or sales of financial assets are recognised
and derecognised on a trade date basis.
Regular way purchases or sales are
purchases or sales of financial assets that
require delivery of assets within the time
frame established by regulation or
The

accounting policies adopted in respect of

convention in the marketplace.

each category of financial assets are set out

below.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Bo SIGNIFICANT ACCOUNTING

POLICIES

(Continued)

(h)

Financial instruments (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. At each balance sheet date
subsequent to initial recognition, loans and
receivables including trade receivables,
amount due from an associate and other
receivables are carried at amortised cost
using the effective interest method, less any
identified impairment losses. An impairment
loss is recognised in profit or loss when there
is objective evidence that the asset is
impaired, and is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash
flows discounted at the original effective
interest rate. Impairment losses are reversed
in subsequent periods when an increase in
the asset’s recoverable amount can be
related objectively to an event occurring
after the impairment was recognised, subject
to a restriction that the carrying amount of
the asset at the date the impairment is
reversed does not exceed what the amortised
cost would have been had the impairment

not been recognised.

Available-for-sale financial assets
Available-for-sale financial assets are
investments in unlisted equity securities
which are intended to be held for a
continuing strategic or long term purpose
and are stated at fair value, except for those
equity securities that do not have a quoted
market price in an active market and whose
fair value cannot be reliably measured, when
they are measured at cost less any

accumulated impairment losses.
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3. SIGNIFICANT

ACCOUNTING POLICIES

(Continued)

(h)

Financial instruments (Continued)

In respect of available-for-sale financial
assets carried at cost less any accumulated
impairment losses, when there is objective
evidence that an impairment loss has been
incurred on an investment, the carrying
amount of the investment should be reduced
to the present value of estimated future cash
flows discounted at the current market rate
of return for a similar financial asset and
the amount of the impairment is charged to
the consolidated income statement in the
year in which it arises. Any impairment
losses recognised shall not be reversed in

the subsequent periods.

Financial liabilities and equity

Financial liabilities and equity instruments
issued by a group entity are classified
according to the substance of the contractual
arrangements entered into and the
definitions of a financial liability and an

equity instrument.

An equity instrument is any contract that
evidences a residual interest in the assets of
the group after deducting all of its liabilities.
The Group’s financial liabilities are generally
classified into financial liabilities at fair
value through profit or loss and other
financial liabilities. The accounting policies
adopted in respect of financial liabilities and

equity instruments are set out below.

Other financial liabilities

Other financial liabilities including bank
borrowings, trade payables, accruals and
other payables and receipts in advance are
subsequently measured at amortised cost,

using the effective interest method.

Equity investments
Equity investments issued by the Company
are recorded at the proceeds received, net

of direct issue costs.
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3. SIGNIFICANT

ACCOUNTING POLICIES

(Continued)

@)

()

(k)

Share-based payment transactions
Equity-settled share-based payment

transactions

Share options granted to employee of the
Company
The fair value of services received
determined by reference to the fair value of
share options granted at the grant date is
expensed on a straight-line basis over the
vesting period, with a corresponding

increase in equity (share option reserve).

At the time when the share options are
exercised, the amount previously recognised
in share option reserve will be transferred
to share premium. When the share options
are forfeited or are still not exercised at the
expiry date, the amount previously
recognised in share option reserve will

continue to be held in share option reserve.

Inventories
Inventories are stated at the lower of cost
and net realisable value. Cost is calculated

using the first-in, first-out method.

Impairment

At each balance sheet date, the Group
reviews the carrying amounts of its assets to
determine whether there is any indication
that those assets have suffered impairment
loss. If the recoverable amount of an asset
is estimated to be less than its carrying
amount, the carrying amount of the asset is
An

impairment loss is recognised as expense

reduced to its recoverable amount.

immediately.

Where an impairment loss subsequently
reverses, the carrying amount of the asset is
increased to the revised estimate of its
but so that the

increased carrying amount does not exceed

recoverable amount,

the carrying amount that would have been
determined had no impairment loss been
recognised for the asset in prior years. A
reversal of an impairment loss is recognised

as income immediately.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3o SIGNIFICANT ACCOUNTING

POLICIES

(Continued)

()]

(m)

(n)

Provisions

Provision are recognised when the Group
has a present obligation as a result of a past
event, and it is probable that the Group will
be required to settle that obligation.
Provisions are measured at the directors’ best
estimate of the expenditure required to settle
the obligation at the balance sheet date, and
are discounted to present value where the

effect is material.

Leases

Rentals payable under operating leases are
charged to profit or loss on a straight-line
basis over the term of the relevant lease.
Benefits received and receivable as an
incentive to enter into an operating lease
are recognised as a reduction of rental
expense over the lease term on a straight-

line basis.

Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in
currencies other than the functional currency
of that entity (foreign currencies) are
recorded in its functional currency (i.e. the
currency of the primary economic
environment in which the entity operates)
at the rates of exchanges prevailing on the
dates of the transactions. At each balance
sheet date, monetary items denominated in
foreign currencies are retranslated at the
rates prevailing on the balance sheet date.
Non-monetary items carried at fair value that
are denominated in foreign currencies are
retranslated at the rates prevailing on the
date when the fair value was determined.
Non-monetary items that are measured in
terms of historical cost in a foreign currency

are not retranslated.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3o SIGNIFICANT ACCOUNTING

POLICIES

(Continued)

(n)

Foreign currencies (Continued)

Exchange differences arising on the
settlement of monetary items, and on the
translation of monetary items, are recognised
in profit or loss in the year in which they
arise, except for exchange differences arising
on a monetary item that forms part of the
Group’s net investment in a foreign
operation, in which case, such exchange
differences are recognised in equity in the
consolidated financial statements. Exchange
differences arising on the retranslation of
non-monetary items carried at fair value are
included in profit or loss for the year except
for differences arising on the retranslation
of non-monetary items in respect of which
gains and losses are recognised directly in
equity, in which cases, the exchange

differences are also recognised directly in

equity.

For the purposes of presenting the
consolidated financial statements, the assets
and liabilities of the Group’s foreign
operations are translated into the
presentation currency of the Company (i.e.
Hong Kong dollars) at the rate of exchange
prevailing at the balance sheet date, and
their income and expenses are translated at
the average exchange rates for the year,
unless exchange rates fluctuate significantly
during the year, in which case, the exchange
rates prevailing at the dates of transactions
are used. Exchange differences arising, if
any, are recognised as a separate component
of equity (the exchange translation reserve).
Such exchange differences are recognised
in profit or loss in the year in which the

foreign operating is disposed of.
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CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting
policies which are described in note 3, management
has made the following judgments that have
significant effect on the amounts recognised in the
consolidated financial statements. The key
assumptions concerning the future, and other key
sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a
material adjustment to the carrying amounts of
assets and liabilities within the next financial year,

are also discussed below.

Depreciation

The Group’s net book value of machinery and
equipment as at 31st December 2006 was
approximately HK$1,236,000 (2005: HK$869,000).
The Group depreciates the machinery and
equipment on a straight-line basis over the
estimated useful life of three to five years, and after
taking into account of their estimated residual value,
using the straight-line method, at the rate of 20 —
30% per annum, commencing from the date the
equipment is placed into productive use. The
estimated useful life and dates that the Group places
the equipment into productive use reflects the
directors’ estimate of the periods that the Group
intend to derive future economic benefits from the

use of the Group’s machinery and equipment.

Allowance for bad and doubtful debts

The policy for allowance for bad and doubtful debts
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 to deteriorate,
resulting in an impairment of their ability to make

payments, additional allowances may be required.
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CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Allowance for inventories

The management of the Group reviews an aging
analysis at each balance sheet date, and makes
allowance for obsolete and slow-moving inventory
items identified that are no longer suitable for sales.
The management estimates the net realisable value
for such finished goods based primarily on the latest
invoice prices and current market conditions. The
Group carries out an inventory review on a product-
by-product basis at each balance sheet date and
makes allowance for obsolete and slow-moving

items.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments include
trade receivables, amount due from an associate,
other receivables, bank borrowings, trade payables,
accruals and other payables and receipts in
advance. Details of these financial instruments are
disclosed in respective notes. The risks associated
with these financial instruments and the policies
on how to mitigate these risks are set out below.
The management manages and monitors these
exposures to ensure appropriate measures are

implemented on a timely and effective manner.

Currency risk

Certain receivables and payables of the Group are
denominated in foreign currencies. The Group
currently does not have a foreign currency hedging
policy. However, the management monitors foreign
exchange exposure and will consider hedging
significant foreign currency exposure should the

need arises.

Interest rate risk
The Group is exposed to interest rate risk through
the impact of rate changes on interest bearing bank

borrowings.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

5. FINANCIAL RISK MANAGEMENT OBJECTIVES 5, BEREEEEEREE (B)

AND POLICIES (Continued) EER R

Credit risk

The Group’s maximum exposure to credit risk in HEHAR_ZEEREFT_A=+—HBR
the event of the counterparties failure to perform BEETTREZEMLS  IRSERETHEE
their obligations as at 31st December 2006 in WRMBEEMAEAR 2 &ZAFEERR
relation to each class of recognised financial assets RERGEEEABRINEZEEZR
is the carrying amount of those assets as stated in B RARERECERAR  X5H
the consolidated balance sheet. In order to minimise EREEZR—MAAEAEHTEER
the credit risk, the management of the Group has o EEFHREMEZEEG - LR
delegated a team responsible for determination of BRER BR A 48 pE Uk Bl s AR A 2 (B3R - itk
credit limits, credit approvals and other monitoring S REFEER - AEBEEHTEEIE
procedures to ensure that follow-up action is taken BRI R 2 AT = £ 58 - IARERBE
to recover overdue debts. In addition, the Group AN E S FEAIEH 2 REBEE 2
reviews the recoverable amount of each individual HeogkM s ARAEERREER
trade receivables at each balance sheet date to ZEERRE KNEEE -

ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group’s

credit risk is significantly reduced.

6. TURNOVER 6. X
Turnover comprises: — EEREERE  —
2006 2005
“BBRRE “ZZhE
HK$'000 HK$'000
BT BETT
Sales of goods HEEM 4,703 9,690
Rental income from leasing of HEEAK

telecommunication and computer EMEERE
telephony equipment ZEEWA 1,177 1,294
Service fees income 5573-L/ON 6,000 9,998
11,880 20,982
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

SEGMENT INFORMATION 7. DHEEY
The primary segment is defined by major product BEERDRRBREEZE R REBELCT
and operational units, while secondary segment is AR MEREBIDIRRE PR 5
defined by geographical location of customers. i g3 48 -
(a) Primary segment (a) HEER
The Group is organised into two products AEBDRBEEAERREKE
and operational units — telecommunications o FE n P TR E i S SRS B AL T AR
products and computer telephony products. Ko BAERMEREMEFRERE
The telecommunications products and EBEUORIEBHE RAERE
computer telephony products units derive ABAMMEMEFRG RS RIR
revenue from supply, development and BEHERA - FRBEEEAR
integration of telecommunications and MEMEFRRARRBERINEE K
computer telephony system and solutions, A - I B A R EBRTS
respectively. They also earn rental income BRE A R A IS RIS WA ©
from leasing telecommunications
equipments and computer telephony systems
and earn fees for consulting and
maintenance services.
Analysis by business segment is as follows:— REBIELNAOT © —
2006 2005
—RERE —E2ThF
HK$'000 HK$'000
BETT BETT
Turnover BEE
— Telecommunications & 3,404 7,228
— Computer telephony —BEME: 8,476 13,754
11,880 20,982
Segment results GECES
— Telecommunications -85 1,108 2,242
— Computer telephony —BEME: 4,496 4,034
5,604 6,276
Unallocated corporate AR
expenses PERX (9,117) (7,805)
(3,513) (1,529)
Interest income FIEBA 148 144
Finance costs MEARA (12) (87)
Net loss on write-off MM B AR Z
of deregistered subsidiaries 18 FH - (94)
Share of result of an associate  JE{f & A 7] % & - (198)
Allowance for amount due JE I B R
from an associate TIEEE (234) -
Loss for the year rEEER (3,611) (1,764)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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SEGMENT INFORMATION (Continued) 7. DEER (B
Primary segment (Continued) (a) BHEER (48)
Analysis by business segment is as follows:— REBIEINAOT © —
2006 2005
“EERF —E2ThF
HK$'000 HK$'000
BETT BETT
Other information:- HingH : -
Depreciation of machinery and #2 & % &
equipment e
~ Telecommunications - &l 98 388
— Computer telephony —BEME: 174 80
- Unallocated —RAH 24 159
296 627
Capital expenditures of LY ET
machinery and equipment ZEXRX
~ Telecommunications - &l 88 21
— Computer telephony —BEME: 147 -
- Unallocated e 822 24
1,057 45
(Recovery of) / allowance (BE) /R
for bad and doubtful B
receivables
~ Telecommunications - &l 123 255
— Computer telephony —BEME: (330) 433
- Unallocated e 6 10
(201) 698
Allowance for obsolete and ~ RE REHFE
slow-moving inventories BE
~ Telecommunications T 195 335
— Computer telephony —BEME: 54 97
- Unallocated e - 727
249 1,159
Net loss on disposal of HERSRRE
machinery and equipment ZEBREE
~ Telecommunications -Bi 179 Al
— Computer telephony —BEME: - 11
- Unallocated el - -
179 22
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS e MB®EWE
= =

7. SEGMENT INFORMATION (Continued) 7. DEER (E)
() Primary segment (Continued) (a) HEER (8)
Analysis by business segment is as follows:— REBIEINAOT © —
2006 2005
ZBRERE “ZERLF
HK$'000 HK$’'000
BET T BB
Segment assets PEEE
- Telecommunications -85 184 1,389
— Computer telephony —ERE; 2,721 2,549
Unallocated corporate assets KA B EEEE 16,621 9,413
Consolidated total assets GREELE 19,526 13,351
Segment liabilities DEERE
- Telecommunications — Bl 472 1,134
- Computer telephony -—ENEF 1,610 1,406
Unallocated corporate AOR
liabilities Tr¥AR 1,460 2,076
Consolidated total liabilites #ZABE&E 3,542 4,616
(b) Secondary segment (b) R EB
Analysis by geographical location is as REPHRDEDHTMAT : —
follows:—
2006 2005
“EERF —RRRF
HK$’000 HK$'000
BET T BT
Turnover e
- Hong Kong -&E 11,346 20,796
— The People’s Republic of —hEARLNE
China (“PRC") ([ El) 534 186
11,880 20,982
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS e MB®EWE
= =

7. SEGMENT INFORMATION (Continued) 7. PEER (B)
(b) Secondary segment (Continued) (b) wsox @R (8)
Analysis by geographical location is as REFPHBESBEIFTOAT © —
follows:—

2006 2005

—ZERE —ZTHE

HK$'000 HK$’000

BT BETFT

Segment assets PEEE

- Hong Kong -&E 18,076 11,212

— PRC — g 1,450 2,139

19,526 13,351

Additions to machinery RE#E

and equipment T
- Hong Kong -&E 969 24
- PRC il 88 21
1,057 45
8. FINANCE COSTS 8. [S=92
The amount represents interest on bank overdrafts ZHIERARLF ABBEE ZRITE
and trust receipt bank loans wholly repayable within X RAEFEWIRBITE R -

five years.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS e MB®EWE
= =

9. LOSS FOR THE YEAR ATTRIBUTABLE TO EQUITY 9.
HOLDERS OF THE PARENT

Loss for the year has been arrived at after charging/

BRAAREFEABEFRIFERR

AFEEBEBEMR (Gt A) TFIE

Annual

Report

2006 4

(crediting):— B —
2006 2005
“RBRRE “ZZhE
HK$'000 HK$'000
BETT BETT
Staff costs including directors’ SIRE  BREFEME
emoluments (Note 10):— (FisE10) « —
Salaries and allowances B NS 4,003 5,800
Contributions to retirement el S ER U
benefits scheme i3 160 212
4,163 6,012
Auditors’ remuneration ZEHMe
- current year —ArEE 203 153
~ over-provision in previous year —EEHRERE - (47)
Depreciation of machinery and BERRXE
equipment & 296 627
(Recovery of)/allowance for bad and (BE) /REE
doubtful receivables B (201) 698
Allowance for amount due from an (e d-INGi|
associate TEEE 234 -
Minimum lease payments under RELEENZ
operating leases RIEHEE MR 880 622
Net loss on disposal of machinery HEMBRHRE
and equipment ZEBEFE 179 22
Allowance for obsolete and RERABHER
slow-moving inventories B 249 1,159
Cost of inventories recognised as BARRXZ
an expense FEHA 4,505 10,934
Net exchange loss ERBREER 25 8
Net loss on write-off of deregistered WRHHEMERR 2
subsidiaries ERER - 94
Interest income MEKA (148) (144)
Rental income from leasing of HEEAK
telecommunication and computer EREERE
telephony equipment ZHEHBA (1,177) (1,294)
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS e MB®EWE
= =

10.  DIRECTORS’ EMOLUMENTS 10. EEM=S
The emoluments paid or payable to each of the 12 B ERM T128 (ZZEZRF : 1148)
(2005: 11) directors were as follows:— EXx@EAR MO T - —
2006 2005
ZBRERE “ZERLF
HK$'000 HK$’'000
BETR BB
Executive Directors:— HTES: -
Fees Be - -
Salaries and other benefits R E g A
(Notes (i) (KR (i) 736 1,933
Contributions to retirement R G
benefits scheme ik 5K 24 52
Independent Non-Executive BT 760 1,985
Directors:— R
Fee ik 60 74
820 2,059
Note: M E -
(i) Other benefits include housing allowance. (i) HibtE M 8155 =28 -
One director (2005: One director) waived his HE_ZERER_ZZERF+_
emoluments in the years ended 31st December A=+—HLEFE —RE=F (=
2006 and 2005. No incentive payment for TERF  —BRER) AEWRE
joining the Group or compensation for loss of Bl o FA - NEELESNE
office was paid or payable to any director for NFEFRERERMBREER 2 2
the year. JBh & ok Bl M4 1 -
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS e BB ®RE K
B ]

10.  DIRECTORS’ EMOLUMENTS (Continued) 10. EFM= (&)
The details of directors’ remuneration of each BEERBE_ZTTFR_ZTRF
director for the years ended 31st December 2006 TZTA=T—HIEFERBMZEEHNE
and 2005 are set out below:— mE o —
2006
ZERRE
Executive Contributions
Non-executive directors’ Housing to retirement
Name of director directors' fees salaries allowance  benefits scheme Total
EE:5] FifEshe UTESEY BEEE RAEAFEMR @t
HK$'000 HK$'000 HK$'000 HKS'000 HKS'000
BETR AR BETR AT AT
Tsang Chi Hin ehit - 264 192 12 468
Li Siu Ming (Note 8) F0 (o) - 60 - 3 63
Zeng Bangjian (Note 7) eHE (H3t7) - 30 - 1 3
Ng Kam Wing (Note 7) L3 LR - 30 - 1 3
Lam Kim Chau (Note 4 A (HiE) - 100 - 4 104
Wong Wai Ho (Note 5) &R (M) - 60 - 3 63
Leung Lok Ming (Note 9) REH (Wit9) 2 - - - 2
Chong Cha Hwa (Notes 6 &9) &% E (H6R9) 4 - - - 4
Chan Ho Wah, Terence (Note 9)  B&2 (Hi59) 20 - - - 20
Chow Dah Jen, David (Notes 1 & 9) A (H51R9) - - - - -
Lo Wa Kei, Roy (Notes 3 & 9) EZA(MiIR9) 5 - - - 5
Szeto Yat Kong (Notes 2 & 9) AEH (F2ko) 1 - - - 1
60 544 192 %4 820
Notes: Ht 5 -
1. Resigned on 17th February 2006. 1. REBERF-_ATLREE-
2. Appointed on 1st April 2006 and resigned on RZBERFOA-—BEZERR
26th October 2006. ZEERF AT RBERIE -
3. Resigned on 1st April 2006. 3. R-FZTXRNFOA—BRE-
4. Resigned on 30th April 2006. 4. R-ZBERFHA=THEE -
5. Resigned on 10th May 2006. 5. RZTETERFRATHEE -
6. Appointed on 26th October 2006. 6. REZZBERFTA-TBER
1 o
7. Appointed on 1st December 2006. 7 RZBEARF+_A—HEEE-
8 Resigned on 1st January 2007. 8. R-FETLF—H—B#RE-
9. The employees are independent non-executive 9. BERBIIFNITES -

directors.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS e BB ®RE K
= =

10.  DIRECTORS’ EMOLUMENTS (Continued) 10. EFM= (&)
2005
“R%nf
Executive Contributions
Non-executive directors' Housing to retirement
Name of director directors' fees salaries allowance  benefits scheme Total
E51t% FhfEshe HESEH BERYE RARHFEET g3t
HK$'000 HK$'000 HK$'000 HKS'000 HK$000
BBTT AT BBTT BT BETT
Tsang Chi Hin g% - 264 198 12 474
Lam Kim Chau HaH - 487 - b 499
Lau Kai Shun, Barry (Note 3) 1 HGRES) - 19 - § 204
Wong Wai Ho EER - 270 - 11 21
Pong Kam Wah (Note 3) B5E (W) - 478 - 7 465
Li Siu Ming (Note 1) S (K1) - 40 = 2 4
Yang Zhenhan (Notes 2 & 3) Bz (k) 12 - - - 12
Robert Brainin lssenman (Notes 2 & 3) SR (HE2R3) 14 - - - 14
Chan Ho Wah, Terence (Notes 1 & 2) EE (R 8 - - - 8
Leung Lok Ming (Note 2) 254 (W) 2 - - - 20
Lo Wa Kei, Roy (Note 2) B2 (W) 20 - - - 20
Chow Dah Jen, David (Note 4) B (Hzd) - - - - -
74 1,735 198 52 2,059
Notes: 5
1. Appointed on 12th August 2005. 1. R-IZEZRFENA+T_AEEE-
2. The employees are independent non-executive 2. BERBIIENITESE
directors.
. Resigned on 12th August 2005. 3. R-ZFEZRFNAA+T-_HBIE-
4. Resigned on 17th February 2006. 4. RZZEZEXRFEF-_A+HEHBEE-
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

11.

EMPLOYEES” EMOLUMENTS

During the year, the five highest paid individuals
included one director (2005: three directors) of the
Company, whose emoluments have been included
in Note 10 above. However, one of the three
highest paid executive directors of the Company
resigned and remained as an employee of the Group

during the year 2005, whose emoluments as

1. EEM=S
REAEER  AAREEAESHALTE
FE—R2ER(CETRFE: ZLESR) -
HB & &N EXHE10 Al - ADA
CEARRFRTEESAET —RR %
TREEHELB TEAEBES @ &
fEAE B UHR 2 Bl & 8 £ XXBEE10 -
ME(ZTTREF : — % (BEREEE

directors are set out in Note 10 above. The FE))ATHBZMES0AT « —
emoluments of the four (2005: three (including the
resigned director)) individuals were as follows:—
2006 2005
ZRERE e i3
HK$’000 HK$'000
BETT BB
Salaries and allowances U )il 1,326 1,386
Contributions to retirement RNE R G &
benefits scheme A 46 34
1,372 1,420

During the year, no emoluments were paid to the
five highest paid individuals (including directors
and other employees) as inducement to join or upon
joining the Group or as compensation for loss of

office.

Their emoluments were within the following
bands:—

RAFER - WEAAL&KHHAL(E
FBEEREMES) AT A B S E N
AAXSERXRMBEARNEERELEHS
o B g (E o

BEZMENFLATER : —

No. of employees

EEAE
2006 2005
—EERE ZZTTHF
- Nil to HK$1,000,000 —EZ 7 #1,000,0007C 4 3
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

12. INCOME TAX EXPENSES

(a)

(b)

12. FREHIEARX
The Company is not subject to tax in (a) VNN i DN & - N E e
Bermuda on its assessable profits or capital REMBERERBBRE —_ZT—X
gains until March 2016. Hong Kong Profits F=ZAR/L - ARAREERA &
tax has not been provided as the Group had FEBBELENIE ZHETER
no assessable profit arising in nor derived PO - FTARB REBFEH
from Hong Kong. Overseas income tax has HEATEME - BN TEBNE R R
been provided by subsidiaries based on their AR 45 L 5t FE ER B0 I 3 12 HL AR
estimated taxable profits at the rates of EZRERERNZERANREET
taxation applicable in the respective Bt o
jurisdictions in which they operate.
The tax charge for the years can be (b) FEBREXHERGEERRZE
reconciled to the loss per the consolidated BHEERWAT « —
income statement as follows:—
2006 2005
—RERE —ETThF
HK$’000 HK$'000
BETT BETT
Loss for the year AEEEBR (3,611) (1,764)
Tax at the domestic income R AMIFTEHIE17.5%
tax rate of 17.5% AEZHE (632) (309
Tax effect of expenses not AR %
deductible for tax purpose ZhBYE 485 1,182
Tax effect of income not BAERBBA
taxable for tax purpose 2% E (15) (916)
Tax effect of tax losses and ~ RERBTHHEREK
other temporary differences ~ H B R £
not recognised ZHhBTE 146 38
Effect of different tax rates of R AAFAEEREE 2
subsidiaries operating in =PI ES
other jurisdictions TE 16 5
Tax charge for the year REEHEXH - -
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FINANCIAL STATEMENTS

12.

13.

14.

INCOME TAX EXPENSES (Continued)
(c) The principal components of the Group’s

deferred tax assets not provided for, on the

12. Fr8#HERX (&)
(c) REBRERENEZRERE
BERBEEZETH2ANEZEE

cumulative temporary differences at the FEWMT - —
balance sheet date are as follows:—
Other
temporary Estimated
differences tax losses Total
HttEHER M sBER At
HK$'000 HK$’000 HK$’000
BETT BETT BETT
At 1st January 2005 R-_ZEZRF—F—H 291 6,266 6,557
Movement for the year ENED 34 4 38
At 31st December 2005 and ~ R-ZZHAE+-A=1+—H
Tst January 2006 RZ2ZRE—-A—H 325 6,270 6,595
Overprovision in prior years — L\AFE 2 BERE - (17) (17)
Movement for the year FRED (15) 161 146
At 31st December 2006 R-_FEAF+-_A=t—H 310 6,414 6,724
No potential tax benefit and other temporary 7R 52 [ 30 £ B 2R A 5 0 75 S 18

differences attributable to tax losses of the

Group has been recognised due to
unpredictability of future profit streams
(2005: Nil).

DIVIDEND

No dividend was paid or proposed during the years
ended 31st December 2006 and 2005, nor has any
dividend been proposed since the balance sheet
date.

LOSS PER SHARE

The calculation of basic loss per share for the year
is based on the loss for the year attributable to
equity holders of the parent of approximately
HK$3,611,000 (2005: HK$1,764,000) and the
weighted average of 235,432,329 (2005:
232,000,000) ordinary shares in issue during the

year.

No diluted loss per share have been presented for
two years ended 31st December 2006 and 2005 as
there were no diluting events existed during those

years.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

15.

MACHINERY AND EQUIPMENT 15. HEEREE
Furniture,
fixtures and Equipment  Equipment
office  Computer  on lease to for
equipment  Equipment  customers development Total
B £BR HFRF
WOZRE EREE 2R BERE Azt
HK$'000 HK$'000 HK$'000 HKS$'000 HK$/000
BETT BETT BB BB BB
Cost AR
At 1st January 2005 WZZZR%—-A—H 1,050 3,387 2,264 1,674 8,375
Additions NE 32 13 - - 45
Disposals L& - - (271) = (271)
Transferred from inventories 4B EFE - 114 112 377 603
Transferred to inventories ~ AEZEE - (8) (1,258) (728) (1,994)
Reclassification ENNE - 36 - (36) -
At 31st December 2005 and R=FTHEFT-A=+—H
Ist January 2006 R=ZZ 5-A-AH 1,082 3,542 847 1,287 6,758
Exchange adjustments ERAE 1 - - - 1
Additions NE 894 37 120 6 1,057
Disposals mE - - (274) - (274)
Transferred to inventories ~ £EZFE - - (464) - (464)
At 31st December 2006 RZBEAET-A=+-H 1977 3,579 229 1,293 7,078
Accumulated depreciation 2 &
At Tst January 2005 RZZZh4-A-H 980 3,211 1,388 1,468 7,047
Charge for the year REEMR 72 152 256 147 627
Written back on disposals [t E K& [ - - (244) - (244)
Transferred to inventories ~ HEZHFE - - (1,036) (505) (1,541)
Reclassification ENNE - 1 - (1) -
At 31st December 2005 and R-ZFREF+-A=+—H
st January 2006 RZZ2ZRE-A—-H 1,052 3,364 364 1,109 5,889
Charge for the year REEMR 38 99 81 78 296
Written back on disposals [t E R & [ - - (95) - (95)
Transferred to inventories ~ HEEBEZFE - - (248) - (248)
At 31st December 2006 RZZBEREFTZA=T-H 1,09 3,463 102 1,187 5,842
Carrying values REfE
At 31st December 2006 RZZEAE+ZA=+-8 887 116 127 106 1,236
At 31st December 2005 RZZERF+-A=+-H 30 178 483 178 869
Va2
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

16.  INTEREST IN AN ASSOCIATE 16. REE QR 2@
2006 2005
ZRERE —TTIF
HK$'000 HK$’000
BETT BETT
Cost of investment in an associate REHE REIKA
- unlisted in PRC G E ] 377 377
Share of post-acquisition losses and BORBRERRREE
reserves, net of dividends received B W8 (377) (377)
Details of the associate are as follow:— A NT 2B - —
Percentage of
Form of Place of equity interest
business incorporation/  Class of attributable to
Name structure operations share held the Group Principal activity
BRI AEEEL
#8 ERRBRER EXnY i IR 43 Bl REBDL TEXEH
Beijing Teletron System  Incorporated PRC Ordinary 40% Provision of
Integration Company  #Eff A 32 H LAk telecommunications
Limited and computer
(“Beijing Teletron”) telephony solutions
ERMEEBRLEX REZTARERER
BRAAF ([ERERFR]) BARN R
There were no other associate held by the Group R-_ZBEEF+_A=+—H ' K&£H
as at 31st December 2006. RS b AT o
The summarised financial information in respect of AR A T B S S R S
the Group’s associate is set out below:— =
2006 2005
ZERAE —BRRF
HK$'000 HK$’000
BETR BT
Total assets BEE 514 1,670
Total liabilities BaE (3,038) (3,368)
Net liabilities AEFE (2,524) (1,698)
Group's share of net asset of the AEBEGHERRL
associate BEFRE - -
Revenue Yas 1,559 2,789
Loss for the year KEEBR (826) (474)
Group's share of result of the REEEEBEDE
associate for the year AERER - (199)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

16. INTEREST IN AN ASSOCIATE (Continued)
The Group has discontinued recognising of its share
of loss of an associate since the Group’s share of
loss of Beijing Teletron in the year equals or
exceeds its interest in this associate. The amounts
of unrecognised share of an associate, extracted
from the summarised financial information in

respect of the Group’s associate is set out below:

16.

REEE QAT 2w (58)
HRAEBRAFEERGELERERFBZ
BEASNNBBENZEE AT 2
a0 AL EE SR R E A R
ARIZEE - MEEARNEB B E AR
B 75 A R 2 A FE (R B 44 2 A T R RE AR
ZHBREOT

2006 2005
ZBRERE e i3
HK$'000 HK$'000
BT BETT
Unrecognised share of loss of an EEBERRAFEERL
associate for the year AR 330 276
Accumulated unrecognised share BEBERRBREZ R ER
of loss of an associate 250 1,009 679
17.  AVAILABLE-FOR-SALE FINANCIAL ASSET 17. AHHENKEE
The asset represents a nominee membership in a FHEERETRE —SBREARREzS
golf club in the PRC. It is measured at cost less FOREEERBEANRBRERE &
impairment at each balance sheet date. In the ERA - HATEERERSZREES
opinion of the directors, the fair value was & e
approximated to the corresponding carrying
amount.
18.  INVENTORIES 18. =®E
2006 2005
—EERE —TThE
HK$’000 HK$’'000
BET T BB
Inventories consisted of:— FERE
Telecommunication and computer EARERESR
telephony hardware products B Em 320 1,999
Less: Allowance for obsolete and W RERFBHES
slow-moving inventories BiE (110) (1,706)
210 293
As at 31st December 2006, inventories of RZZZERF+_A=+—H ' LB
approximately HK$192,000 (2005: HK$143,000) 192,000 (—“ZFZFHF : B ¥ 143,000
were stated at net realisable value. ) IFERATZ# R FEAR -
74
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

REM B RS M
= =

19.  TRADE RECEIVABLES 19. FEWIRRR

Trade receivables consisted of:— WA BIE : —
2006 2005
“EIRE —TTRHE
HK$'000 HK$'000
BETT BETT
Account receivables JE Uk B 3K 2,513 3,087
Retention receivables &R B 708 1,195 1,355
3,708 4,442
Less: Accumulated impairment W BEHRE (1,726) (2,502)
1,982 1,940

The Group normally grants to its customers credit
period ranging from 30 days to 60 days. Aging

analysis of trade receivables is as follows:—

REE—RHETEFPIOHEOREE

B o BUBRRZBRERDTANT : —

2006 2005
“TIRE —EERE

HK$000 HK$’000

BETT BETT

0 to 1 month 0211 A 1,771 1,597
1 to 2 months 1228 A 114 391
2 to 3 months 2E38A 46 197
3 to 6 months 3Z6fH A 26 747
6 to 9 months 629 A 50 65
9 to 12 months 921218 A 219 32
Over 12 months 12EANE 1,482 1,413
3,708 4,442

REEH  AEERUIRRZ A FEE
SR8 2 BRE(EE R

The fair value of the Group’s trade receivables at
the balance sheet date approximates the

corresponding carrying amount.

FE W Bt & N B RROR

ZAR AN B - AEAERARER
RER BEERAR NEER BEX
Rz AFEEERSZREAERS

20. AMOUNT DUE FROM AN ASSOCIATE 20.
The amount is unsecured, non-interest bearing and
repayable on demand. The directors consider that
the carrying value of the amount at the balance

sheet date approximates its fair value.
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FINANCIAL STATEMENTS

21.  PREPAYMENTS, DEPOSITS AND OTHER 21, ENRE - BERAEMEWFRIR
RECEIVABLES
2006 2005
ZRERE “ZTEhE
HK$'000 HK$'000
BETR BB
Prepayments, deposits and other BAHE - ke kEM
receivables consisted of:- ERRBEALRE : -
Prepayments ERRE 1,549 203
Rental and utility deposits HERAEZERES 327 260
Other receivables H e e 308 3,146 245
Other deposit (note a) Hitiz e (K ata) 6,000 -
11,022 708
Note a: Other deposit represents deposit paid by a Mitta : HMBRERKARA—RE2EN B
wholly-owned subsidiary of the Company RAXMNZEE - ZRER=FF
which entered into a non-legally binding NE+TZRAEBR—FBIE=H
memorandum of understanding (“MOU”) on RN~ EERDRN ZHEE S
5th December 2006 with an independent (IR HETE]) - RAEHATA
third party in relation to the possible WeiE — M B R R - ARIBREE S
acquisition of a subsidiary. According to the 8 BERRFETE A BT 120
MOU, if no formal sales and purchases AR (EBALFRREZBE) 1
agreement has been entered into within 120 BIVEXESEHR 2R BE
days from the date of the MOU (or such date BURME TAKE - RFEREE LT
to be agreed by the parties thereto), the BEHRARARAE_ZTETRF+A
deposit will be refunded to the Group in full. NARZZEZLF-A+HBMT
Details of the MOU are set out in the BB o
Circulars of the Company dated 6th
December 2006 and 15th February 2007.
The fair values of the Group’s prepayments, deposits REEH  AEBENRE  HeRHE
and other receivables at the balance sheet date ftb FE YR TE 2 A FEE R R B 2 fRE(E
approximate the corresponding carrying amounts. HBE -
22.  PLEDGED BANK DEPOSITS 22. CEFRTER
The amount represents deposits pledged to banks ZAREEE IR T RITAERKE T ASE
to secure bank overdrafts and undrawn facilities BRITBEXRARRZAE - BEF
granted to the Group. The deposits carry variable FIRZHMETE - RZEZRF+=
interest rates. The pledged bank deposits had been B=+—8 BRAEEEEERTE
released during the year as the Group has repaid RERBUEPMARITRIEEE - e HF
the bank borrowings in full and cancelled all RITFERERFARR -
banking facilities as at 31st December 2006.
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FINANCIAL STATEMENTS

24.

TRADE PAYABLES

The Group is normally granted by its vendors credit
periods ranging from 0 day to 30 days. Aging
analysis of trade payables is as follows: —

23. ENERFR
AEE—REH-ERNLS TORE308 =
B ENEXZERANOT : —

2006 2005
—ZTRE —ERRE

HK$’000 HK$’000

BRI BETT

0 to 1 month 0Z 11 A 178 362
1 to 2 months 1Z208A 351 161
2 to 3 months 2Z38 A 297 82
3 to 6 months 3Z6fAA - -
6 to 12 months 621218 A - 90
Over 12 months 2R % E 52 46
878 741

The fair value of the Group’s trade payables at the
balance sheet date approximates the corresponding

carrying amount.

SHORT-TERM BANK BORROWINGS

WEER  AEBENERZ 2 FEE
HREBRZREERS °

24, HEHIRITER

Short-term bank borrowings consisted of:— BRERTEREE  —
2006 2005
ZETRE —ZTRE
HK$’000 HK$'000
BET T BETT
Bank overdrafts — secured RITEX - BER - 510
Trust receipts bank loans ERERBRITER
— secured —BHER - 576
- 1,086
At 31st December 2006 and 2005, all short-term R-EERNER_ZETRAF+_A=1+
bank borrowings are variable-rate borrowings which — 8 - Ffrﬁ BERTERARFEERE
carry interest per annum as follows:— R T 5 F ) E 5 S

2005 and 2006
“ZRAER-REARE

Bank overdrafts — secured

RITEX -AER

Trust receipts bank loans - secured

FRRERTER-FEM

Hong Kong Prime-rate

BLREINE

Standard bills rate plus 1.25%
RERESEM.25%

7%
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

)
e

B % WS MR

25.  SHARE CAPITAL 25. BA&
Number of shares Nominal value
igriE 42 HE
‘000 HK$’000
TR BET T
Authorised: EE
Ordinary shares of HK$0.1 each RZZZRF-A-HR
at Tst January 2005 and “EZRF+ZA=+-H
31st December 2005 BREERMATZEER 1,000,000 100,000
Shares sub-divided upon capital RBIR R A 1% 7 IR 43
reduction (note a) (ffeta) 99,000,000 -
Ordinary shares of HK$0.001 each W-BERE+ZA=+-H
at 31st December 2006 SREBBKL0MITZEER 100,000,000 100,000
Issued and fully paid: EETRAR
Ordinary shares of HK$0.1 each RZZZRF-A-HR
at Tst January 2005 and —EZREFTZA=1+-H
31st December 2005 SREEBKITZEER 232,000 23,200
Capital reduction (note a) BURBR A (K aFa) - (22,968)
Issue of new shares of HK$0.001 BB REEB0.001T2
each (note b) HR®B (KFD) 46,400 46
Ordinary shares of HK$0.001 each ~ R=ZEXRF+=A=+—H
at 31st December 2006 SREBERK00MITZEER 278,400 278
78
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NOTES TO THE CONSOLIDATED
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25.

SHARE CAPITAL (Continued)

The movements in the ordinary share capital for

the year ended 31st December 2006 are as follows:

(a) By a resolution passed at the special general

meeting of the Company held on 31st
October 2006, it was resolved that with
effect from 1st November 2006:

(i)

(i)

(iii)

(iv)

the nominal value of the shares in
issue was reduced from HK$0.10
each to HK$0.001 each by canceling
the issued share capital to the extent
of HK$0.099 paid up on each of the
issued shares (“Capital Reduction”);

all the authorised share capital of the
Company of HK$100,000,000 will be
divided into 100,000,000,000 shares
of HK$0.001 each in the share
capital of the Company upon the
Capital Reduction which rank pari
passu with the then existing shares
of the Company;

the credit arising from the Capital
Reduction was entirely transferred to
the contributed surplus account of
the Company;

the entire amount standing to the
credit of the share premium account
of the Company as at 30th June 2006
was cancelled (“Share Premium
Reduction”) and the credit arising
from the Share Premium Reduction
was entirely transferred to the
contributed surplus account of the
Company; and

an amount equivalent to the amount
of the accumulated losses of the
Company as at 30th June 2006 was
applied from the contributed surplus
account against such accumulated
losses in full.

Details of the above are set out in the

Circular of the Company dated 6th October

2006.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

25.

26.

SHARE CAPITAL (Continued)

(b) 46,400,000 shares of HK$0.001 each were
issued and allotted to a third party at
HK$0.241 per share, representing a discount
of approximately 19.67% on the closing
price of HK$0.30 per share on 20th
November 2006 under a private share
placement. The shares issued expenses
amounting to HK$417,000 had been

deducted from the share premium account.

Shares were issued under the general
mandate granted to the directors on 28th
April 2006.

All the new ordinary shares issued during the year
ended 31st December 2006 rank pari passu in all
respects with the existing ordinary shares of the

Company.

SHARE OPTION SCHEME

The Company has adopted a Share Option Scheme
on 3rd May 2000 (“Share Option Scheme”),
pursuant to which it may grant options to employees
(including executive directors) of the Group to
subscribe for shares in the Company. Pursuant to
the Share Option Scheme, options were granted on
30th June 2000 to executive directors and other
employees of the Group to subscribe for an
aggregate of 19,420,000 shares in the Company at
a price of HK$1.30 per share, during the exercise
period from 1st July 2003 to 30th June 2010. No
options were granted during the year ended 31st

December 2006 under the Share Option Scheme.
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26.

SHARE OPTION SCHEME (Continued)

Pursuant to resolutions passed at a special general
meeting of the shareholders held on 13th November
2002, the Company terminated the Share Option
Scheme and adopted a new share option scheme
(“New Share Option Scheme”) in order to comply
with the new requirements of Chapter 23 of GEM
Listing Rules effected on 1st October 2001. Under
the terms of the New Share Option Scheme, the
board of directors of the Company may, at their
discretion, grant options to the participants fall
within the definition prescribed in the New Share
Option Scheme including the employees, non-
executive directors of the Company or its
subsidiaries, etc., to subscribe for shares in the
Company at a price determined by the Company’s
board of directors, and will not be less than the
highest of (i) the nominal value of the shares; (ii)
the average closing price of the shares quoted on
the GEM on the five trading days immediately
preceding the date of grant; and (iii) the closing
price of the shares quoted on the GEM on the date
of grant, subject to a maximum of 10% of the issued
share capital of the Company from time to time.
The number of shares in respect of which options
may be granted to any individual in any one year
is not permitted to exceed 1% of the shares of the
Company in issue at any point in time, without
prior approval from the Company’s shareholders.
Options granted to substantial shareholders or
independent non-executive directors in excess of
0.1% of the Company’s share capital in issue and
with an aggregate value (based on the closing price
of the shares on the date of grant) in excess of
HK$5 million must be approved by the Company’s

shareholders.

The New Share Option Scheme will remain in force
for a period of 10 years from 13th November 2002.
A nominal consideration of HK$1 is payable on

acceptance of the grant of an option.

There were no options granted to any directors and
employees of the Group under the New Share
Option Scheme in respect of services provided to
the Group for the two years ended 31st December
2005 and 2006. There is no effect to the Group’s
results and financial position upon the adoption of
HKFRS 2.
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26.  SHARE OPTION SCHEME (Continued) 26. RREFE (E)
Movements of employee share options during the HE-TZRFR-_ZTRF A=
two years ended 31st December 2006 and 2005, +—HIEMREFEA  EERBREANSE
were:— BT —
2006
— LN AR
Number of share options
AREHA
Outstanding Cancelled/  Outstanding
Subscription at Granted Exercised [apsed at
Exercisable Price st January during during during 31t December
Date of grant ~ period per share 2006 the year the year the year 2006
RoBRAR RZZERE
-R-H B tZA=1-H
RILAH TRAR BRIBE HATE  EASEE  EREAE  EH/AN HATR
HKS
E%
Directors 30/6/2000 1/7/2003 to 30/6/2010
g% ZETEE TEESELA-BE
~A=TH Z3-357A=1H 1.30 3,000,000 - - (3,000,000) -
Employees 30/6/2000 1/7/2003 to 30/6/2010
8 it 3 33 “ETRLA-BE
~AZ1A Z2-2E54=1H 1.30 660,000 - - (660,000) -
3,660,000 - - (3,660,000) -
2005
—ETARF
Number of share options
ARERA
Outstanding Cancelled/  Outstanding
Subscription at Cranted Exercised [apsed at
Exercisable price st January during during during 31st December
Date of grant ~ period per share 2005 the year the year the year 2005
i % ik i % ik
~A-H ERE TZA=T-H
RiLEH k4R BRABE BATTE  FRERE  EREAR  dH/%H AT
HKS
it
Directors 30/6/2000 1172003 to 30/6/2010
gz i “RRoELA-BE
~AZ1A Z2-2E74=1H 1.30 9,800,000 = - (6,800,000) 3,000,000
Employees 30/6/2000 11712003 to 30/6/2010
8 Z3T3E SEESELA-BE
~AZ1H Z2-2£7A=1H 1.30 760,000 = = (100,000) 660,000
10,560,000 - - (6,900,000 3,660,000
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS e MB®EWE
= =

27.  BALANCE SHEET OF THE COMPANY 27. ARFZEESERXR

2006 2005
S —TEnf
HK$'000 HK$'000
BETT BETT

Non-current asset FnBEE
Interests in subsidiaries RETB AR 2 % 8,801 8,791

Current assets MBEE
Amounts due from subsidiaries & W O B 1 R SR IE 18,143 7,756
Prepayments BEHRIE 173 173
Bank balances BITEH 39 53
18,355 7,982
Current liability mEEE

Accruals BiRRER 809 342
Net current assets mEEEFE 17,546 7,640
Net assets BEFE 26,347 16,431

Capital and reserves BARGHE
Share capital RA 278 23,200
Reserves (Note 28) EAGEYD) 26,069 (6,769)
Shareholders’ fund REES 26,347 16,431
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

28.

RESERVES OF THE COMPANY

28.

RRFZ#E

Contributed Accumulated

Share premium surplus losses Total

R4 EE EZER RitEE Azt

HK$'000 HK$'000 HK$’000 HK$'000

BB BB BB BETR

At 1st January 2005 R-EZ2R£-A-A 29,135 8,585 (43,890) (6,170)

Loss for the year rEEBR = = (599) (599)
At 31st December 2005 and RZZTRFF-A=1—H

Ist January 2006 R-ZZERE-A-H 29,135 8,585 (44,489) (6,769)

Capital Reduction HI AR A - 22,968 - 22,968

Share Premium Reduction Bl B0 (B (29,135) 29,135 - -

Elimination of accumulated BHARAZ

losses of the Company ZHER - (44,189) 44,189 -

Issue of shares during the year — FRE{TR {7 10,719 - - 10,719

Loss for the year TEEER - - (849) (849)

At 31st December 2006 R-ZFEAF+_A=1—"H 10,719 16,499 (1,149) 26,069

Note:— MiEE : —

Under the Companies Act 1981 of Bermuda, the
contributed surplus account of the Company is
available for distribution. However, the Company
cannot declare or pay a dividend, or make a
distribution out of contributed surplus if

(a) it is, or would after the payment be, unable to
pay its liabilities as they become due; or

(b) the realisable value of its assets would thereby
be less than the aggregate of its liabilities and
its issued share capital and share premium
account.

In the opinion of the directors, no reserves are available
for distribution to shareholders at 31st December 2006
and 2005.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

29.  OPERATING LEASE COMMITMENTS 29. KWEMHEE
The Group had commitments for future minimum AREBERBEZBETAHELEHORE
lease payments in respect of premises under various AYERBITZHKERS N RAEER
non-cancellable operating leases which fall due as BT =
follows:—
2006 2005
ZEEIRE —TThE
HK$'000 HK$’000
BT BB
Within one year —FR 1,412 511
In the second to fifth year inclusive E_EERE(BEBERE) 1,073 102
2,485 613
Operating lease payments represent rentals payable KEHSNRERAEEREE THAE
by the Group for certain of its office properties and MERBIBRERNZES - HOZ#E
staff quarters. Both leases are negotiated and rental AkEEZEE @ METFHR2F -
are fixed for an average of 2 years.
30.  RETIREMENT BENEFITS SCHEMES 30. RIRERFE
The Group maintains various retirement schemes ANEE R HEES R AR R KR F
for its employees. The retirement scheme for Bl "EFERPBEZRRPEER/EE
employees of PRC representative office is a T & & 2 B — 18 i o B BT AR A 2 5
mandatory central pension scheme organised by M RRIRET S - ZEtEIZBEERAE
the PRC government, the assets of which are held BEEESRFER - - BREZTE 28
separatively from those of the Group. Contributions Al R TNIRAERESFMZA L
made are based on a percentage of the eligible EE URIBEREERESEXSPH
employees’ salaries and are charged to the income B EBEHR-—BEL  E2HEEM
statement as they became payable, in accordance B-AEBAEEREERIBESF
with the rules of the scheme. The employer 2 ABIURFEAER AEBRESE
contributions vest fully once they are made. The BREEEZ A MBEAERERS W AKS%IE
Group’s Hong Kong employees are covered by the HHER - &8 A HR ERRE%1,0007T -
mandatory provident fund, which is managed by
an independent trustee. The Group and its Hong
Kong employees each make monthly contributions
to the scheme at 5% of the employees’ cash income
with the maximum contribution by each of the
Group and the employees limited to HK$1,000 per
month.
During the year, the aggregate contributions made RAREE - REE R KR R 5 & 4E B
by the Group to the retirement schemes were ZHRE HLGHEK 160,000t (ZZTTH
approximately HK$160,000 (2005: HK$212,000).  : B#212,0000T) - FA - AEER
During the year, there were no material forfeitures A ERE R U 2 M R A] A EIR 3 AR
available to offset the Group’s future contributions SEzHRHER(ZZZRF : £) -
(2005: Nil).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

31.

32.

BANKING FACILITIES AND PLEDGE OF ASSETS 31. RITHEREEERR
As at 31st December 2005, the Group had aggregate R-ZZEZRF+_RA=+—0  X&H
banking facilities of approximately HK$7,000,000 BEZRBITREAELFNBE
from several banks for overdrafts, loans, and trade 7,000,0007T * BIFBEX - ERRE S E
financing. Unused facilities as at the balance sheet & -NHEER  MAEANRERER
date amounted to approximately HK$5,914,000. R 2B 15,914,0007C © ZERE ARE
These facilities were secured by the Group’s bank B 2 R 1717 K4 7 % 2,000,0007T 1E
deposits of approximately HK$2,000,000. oo
The Group did not have any charges on other assets REBR-_ZERER-_ZBZHF+=
as at 31st December 2006 and 2005. A=+—BUEEMEMEERT -
RELATED PARTY TRANSACTIONS 32. ABAEXRE
(a) Compensation of directors and key (a) EERTEEEBEAESZHM
management personnel
The remuneration of directors and other EXERTETEEAMKERA
members of key management during the year FEZHFHET : —
was as follows:—
2006 2005
ZEEIRE ZTZRE
HK$’000 HK$'000
BET T BB
Short-term benefits R 796 2,007
Other long-term benefits H ity & B A 24 52
820 2,059
The remuneration of directors and key EERFETBABZHBMIIA
executives is determined by the FEESRBEAARRETS
Remuneration Committee having regard to BEMETE -
the performance of individuals and market
trends.
(b) Amount due from an associate (b) FE W B & N Bl FRIE
The amount due from an associate is set FE U B & N R RIAR N EATE 2
out in the consolidated balance sheet on FEEERABRRAN  BHEFEHR
page 41. The term is set out in note 20. I FE20 °
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SUBSIDIARIES 33. KIBQH
Details of the Company’s subsidiaries as at 31st RZZEERE+T_A=+—HHZEARA
December 2006 are as follows:— MEBARZFHNT @ —
Place of Issued and  Proportion of ownership
incorporation/ Class of fully paid interest held
Name operations shares held share capital by the Company  Principal activities
EMRL/ g1 4 BETR ARAREZ
£ EEBY %5 HRRE BREAAL IEEH
Directly Indirectly
& fi&
CentreWorld Holding British Virgin Islands ~ Ordinary Uss$1,029 100% - Investment holding
Limited (“BVI") TBk 1,029% 7 RERR
RERTES
Interworth, Inc BVI Ordinary US$100 - 100%  Investment holding
ABRAES LR 100570 REER
Proactive Technology Hong Kong Ordinary  HK$1,000,000 - 100%  Provision of
Limited } LEK  B%1,000,0007 telecommunications
EARRERAH and computer
telephony solutions
REBAREME:
BATR
Proactive International Hong Kong Ordinary ~ HK$100,000 - 100%  Trading of telecommunication
Limited ; L@k % 100,000 products and provision of
EAARERAA management consultancy
services
ERERZESR
REEEEARY
Netwin Worldwide BVI Ordinary Us$100 - 100%  Investment holding
Limited ABRELES R 100X70 REER
Proactive Technology PRC Ordinary  RMB5,000,000 - 100%  Trading of telecommunication
Development (Beijing) LBk N4 products and provision
Limited (Note a) 5,000,0007T of tele-commerce services
FTREABNRER ENEMZIESR
AR AR (MiEa) REEABERY
Proactive Multimedia Hong Kong Ordinary HK$2 - 100%  Provision of
Marketing Agency ; LRk AT telecommunication and
Limited computer telephony
BNZERT SRR solutions
ARAR REBARERER
BANE
Money Holder Limited Hong Kong Ordinary HK$10,000 100% - Not yet commenced business
B T@k  A&%10,0007 HAEX
Dragon Billion Limited Hong Kong Ordinary HKS$1 100% - Not yet commenced business
Bk ERK BT HAEE
China Railway Logistic ~ Hong Kong Ordinary HK$1 100% - Not yet commenced business
Limited ; ERR BEIT HAEZ
Note a:  The Company is a wholly foreign owned Mitta : ZRARA/—RKAHBEKRILZINGE

enterprise in the PRC.

None of the subsidiaries had any debt securities
subsisting at end of the year or at any time during

the year.
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FIVE-YEAR
FINANCIAL SUMMARY

RESULTS ¥ #&

i F

B % 8 E

For the year ended 31st December
HE+-A=1-HLEE

2006 2005 2004 2003 2002
—EERE S —ETNE —TT=H —TIT-F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
BETR BETT BETT BETL BETR
Turnover EEE 11,880 20,982 17,515 30,459 26,312
Cost of sales HERA (5,049) (11,524) (9,386) (12,297) (10,149)
Gross profit 7 6,831 9,458 8,129 18,162 16,163
58% 45% 46% 60% 62%
Other operating income Hin & ¥ s 1,101 489 - - -
Distribution and selling AHREE
expenses ER (23) (34) (20) (63) (58)
General and administrative — B RITH
expenses EH (11,422) (11,442) (15,479) (21,692) (25,331)
Finance costs, net REKRAFE 136 57 (25) (41) 49
Loss on disposal of/ & E QA
provision for impairment REER/
in value of investment WA
in an associate - - - (770) (187)
Allowance for amount JE B & 1 )
due from an associate HBERE (234) - - - -
Loss on investments KEBEER - (94) - - (338)
Share of result of an JE(GEE 2 1A
associate £ - (198) 198 (377) (213)
Loss before tax BREAIEE (3,611) (1,764) (7,197) (4,781) (9,915)
Income tax expenses ERRX - - (51) (81) (56)
Loss for the year AFEEER (3,611) (1,764) (7,248) (4,862) (9,971)
Attributable to:- oMW - —
Equity holders of parent BRAERFEA (3,611) (1,764) (7,248) (4,862) (9,900)
Minority interests DB R 5 - - - - (71
(3,611) (1,764) (7,248) (4,862) (9,971)
ASSETS AND LIABILITIES EE R & &
As at 31st December
W+ZA=+-H
2006 2005 2004 2003 2002
—EERE —ITTHE —TTNE —ET=H —TT-F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT
Total non-current assets ERPEELE 1,522 1,155 2,475 3,339 7,139
Total current assets MEEELE 18,004 12,196 15,274 20,248 26,339
Total current liabilities mEBRRELERE (3,542) (4,616) (7,347) (5,950) (11,047)
Total non-current liabilities ERBEELRE - - - - -
Equity attributable to equity ~ BAFREZEAA
holders of the parent FE {61 & 15,984 8,735 10,402 17,637 22,431
Minority interests DPEBRRIER - - - - -
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HEADQUARTERS

ERBALQF

Proactive Technology Holdings Limited
Proactive Technology Limited
Proactive International Limited
Proactive Multimedia Marketing Agency Limited
14th Floor, Bangkok Bank Building

18 Bonham Strand West Street,

Sheung Wan, Hong Kong
HRMEEZERBRA T
HAMRERAT

BHANBEBRERAF
BEMZHEEDSHERERARAA

BB LR X185
BARBITARE 141

Tel No. E&: (852) 2259-7300

Fax No. f§X: (852) 2598-8290

BEIJING OFFICE

ERBEEER

Proactive Technology Development (Beijing) Limited
Room 1006, 10/F., Block B, Intelli-Centre,
No. 18 Zhong Guan Cun East Road,
Haidian District, Beijing, China

Zip: 100083
EtREAMBNRERARAA

bR T8 R AT R K 185%

B8 BB K B BAE 1042 1006 =

E#%: 100083

Tel No. E5: (86) 10-8260-0801

Fax No. fE&: (86) 10-8260-0810

BEIJING ASSOCIATED COMPANY
B E N F

Beijing Teletron System Integration Company Limited
Room 1007-1009, 10/F., Block B, Intelli-Centre,
No. 18 Zhong Guan Cun East Road,

Haidian District, Beijing, China

Zip: 100083
ERTEFBERAERFBRAA

bR T8 R P AT R K 185%

B 45 B X K B B 104 1007-1009 %

E#%: 100083

Tel No. E5: (86) 10-8260-0801

Fax No. fE&: (86) 10-8260-0810
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14/F, Bangkok Bank Building, 18 Bonham Strand West Street, Sheung Wan, Hong Kong
EELRXBBEHISHRBEABLTAEI1448



