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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 traded
on the Main Board and no assurance is given that there will be a liquid market in the
securities traded on Stock Exchange.

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

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

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

Final Results

On behulf of the bourd of directors of DeTeum Compuny Limited (the “Compuny”) und its subsidiuries
(collectively known us the “"Group”), | tuke pleusure in presenting the Group’s uudited consoliduted results for the
yeur ended 31 December 2006. The Group's consoliduted turnover for the period yrew 830% to HK$69.7 million us
compured to the corresponding period lust year. Profit for the yeur uttributuble to equity holders of the Compuny
umounted to HK$10.1 million.

Business Review

The Group is principully engyuyged in the production und sule of plustic woven buys und the provision of
frunsportation fechnoloyy solution in the PRC.

Since the end of the previous finunciul yeuar, it hus been u period of sighificunt transition for the Group und
hus seen us move uwuy from beiny solely u trunsportution technoloyy solution provider to ulso become u plustic
woven buys munufucturer. In August 2006, the Group completed the ucquisition of 100% of the equity interests in
Chungchun Yicheny Puckuying Compuny Limited (“Yicheng”) und in order to reflect the Group’s hew business
struteyy, the hame of the Group wus chunged from “Angels Technology Compuny Limited” to "DeTeum Compuny
Limited”.

Yicheny commenced full scule operutions in 2002 und is currently one of the few largest plustic woven buys
maunufacturers in Jilin Province, the PRC. Yicheny munufuctures over 50 varieties of plustic woven buys cutering
to its customers, which comprise muinly munufucturers of corn modified products, unimul feed products und
biochemicul products. It has over 200 muchineries for plustic spinninyg, plustic cover muking, knitting und buys
closing. As seen from the excellent results in the unnuul report, Yicheny proves itself us u strony cushflow und
profituble yrowing compuny.

The muin fransportaution solution projects that the Group hus confructed in 2006 include Yunnun New Lune
Project und Inner Mongyoliu Open-end System. The number of compunies participating in mechanicul und electricul
enyineeriny projects und trunsportution solution systems keeps on rising, thus resulting in u very competitive
bidding environment. Even though projects were successfully secured, contribution wus negligible. Consequently,
the Group incurred loss in these projects.

Prospects

Conftribution from Yicheny enubles the Group to uchieve its full profituble year since 2001. It is expected that
Yicheny will continue to generute steudy profit growth and sustainable cushflow fo the Group, forminyg u solid
plautform for further expunsion.

Yicheny is strategicually situated in Changchun, Jilin Province which is the major commercial grains production
buse in the PRC. It is ulso locuted in the heurt of the gyolden corn production belt of the PRC. Cupturing on its
leading position in the plastic woven buays industry, both businesses from its existing aund new customers ure
growing rapidly. Apart from increusing the production capuacity of Yicheny, Yicheny is also studying the feasibility
of producing large plustic woven bagys to satisfy the demand from its existing customers.

As announced onh 17 November 2006, the Group is still hegotiating with Dushan Compuny for u proposed
investment in the antimony mine operuted by Dushun Compuny in the PRC. The Group will continue to seek out
investment opportunities with the uim to briny sutisfuctory reward to the shureholders.
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I Appreciation

On behulf of the Bourd of Directors, | would like to express my grautitude to dll our stuff for their dedicution und
contribution. Our stuff is beyond doubt the ussets of the Group und the key to the Group’s future success.

Yan, Daniel X.D.
Chuirman

27 March 2007, Hohy Kony
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MANAGEMENT'S DISCUSSION AND ANALYSIS

| Financial Highlights

2006 2005 Chunyge

HK$"000 HK$’000
______________________________________________________________________________________________________|

OPERATING RESULTS

Turnover 69,689 7.495 830%
Gross profit 13,789 463 2,878%
Operuting expenses 9,805 8.587 14%
Other operuting expenses 751 - N/A
Impuirment of investment in un ussociute - 571 N/A
Finunce costs 536 180 198%
Shure of loss of un ussociute - 132 N/A
Profit/(loss) for the yeur uttributuble to

equity holders of the Compuny 10,133 (8.,948) 213%
Profit/(loss) per share — busic 3.83 cents (4.39) cents 187%

FINANCIAL POSITION

Total ussets 62,664 8.121 672%
Cush und bunk bulunces 7.828 1.413 454%
Shareholders’ funds 21,171 (7.437) 385%

FINANCIAL RATIOS
Current rutio 0.89 0.44 102%
Geuring ratio 0.112 - N/A
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MANAGEMENT'S DISCUSSION AND ANALYSIS
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Financial Review

The Group uchieved excellent results in 2006. For the yeur ended 31 December 2006, the Group's turhover
wus upproximately HKS$69.7 million, representing u significunt increuse of 830% us compured with HK$7.5 million in
lust year. The increuse wus muainly due to revenue generated from Yicheny which wus acquired in 2006. For the
yeur 2006, the Group yeneruted un operuting profit of upproximately HK$10.8 million compured with un operating
loss of upproximately HKS$8.6 million for the yeur ended 31 December 2005, representing un increuse in profit by
upproximately HK$19.4 million. In the operating profit, there wus u share-bused puyment expense of upproximately
HKS$1.8 million churged to income stutement in uccordunce with the hewly implemented HKFRS2 issed by the
Hony Kony Institute of Certified Public Accountunts, which cume into effect und wus udopted by the Group for
the first time in 2006. The operuting profit of HK$12.6 million wus recorded if the uccounting treautment wus not
tuken up in the book of the Group.

Consequently, the profit uttributuble to shureholders increused from loss of upproximutely HK$8.9 million in
2005 to profit of upproximutely HK$10.1 million in 2006. Distribution costs for 2006 wus upproximutely HK$1,333,000
in 2006 (2005: upproximutely HK$3,319,000). Administrutive expenses increused to upproximately HK$8,472,000 in
2006 (2005:upproximutely HK$5,268,000). The reuson for increusing is that the group ucquired the ucyuisition 100%
of the equity interests in Yicheny in August 2006.

In Junuary 2006, the Group entered into u loun ugreement which provided for unsecured loun of HK$4,500,000
ut un inferest rute of 12% per unnum, the Group used the loun to repuy 4% HK$4,000,000 convertible note issued
by the compuny in fuvour of VC Finunce Limited.

In order to strengthen the cush flow of the Group, the Group hud successfully pluced 40,800,000 hew shures in
March 2006. Those shures represented upproximutely 20% of the issued shure cupitul of the Compuny und
upproximately 16.7% of the enlurged issued share cupitul of the Compuny ut the time of plucing. The net
proceed of plucing wus used by the Group for yenerul cupitul purpose.

In May 2006, the Group entered into u plucing ugreement with u plucee. Pursuunt to the plucing ugreement,
the Group issued 48,960,000 hew shures to u plucee ut u price of HK$0.223 per shure. The het proceed of plucing
wuas used for ucqyuiring Yicheny.

Shareholders, fun d
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In order to improve the finunciul performunce und position of the Group und to muximise the returns to the
Group und Shureholder us u whole, the Group completed the ucquisition of 100% of the equity interests in
Yicheny in August 2006.

In November 2006, Yicheny entered u short term bunk loun uygreement provided for u secured loun of
RMB7,000,000 ut un interest rute of 6.72% per unnum. Yicheny used the loun for yenerul working purpose.

In Junhuury 2007, the Group extended the unsecured other loun in the uamount of HK$1,983,452 (including
accrued interest) from the borrower for one year in the sume ferm und condition.

With the successful result of Yicheny, the Group will confinue to seek its growth potentiul und ut the sume
time will continue to be vigilant in controlling operating costs und muintain operationul efficiency in the provision
of transportation technoloyy area,

Capital structure, liquidity and financial resources

In March 2006, the Group hud successfully placed 40,800,000 hew shures; those shures represented 20% of the
issue cupitul of the Compuny und upproximutely 16.7% of the enlarged issue shure cupitul of the Compuny ut
the time of the plucing. The net proceed wus retuined by the Group for yenerul working cupital purpose.

In June 2006, the Group hus successfully placed 48,960,000 hew shares; those shares represented 20% of the
issue shure cupitul of the Compuny und upproximutely 16.7% of the enlurged issue shure cupitul of the Compuny
ut the time of the pluciny. The net proceed wus retuined by the Group for ucyuisition of Yicheny.

As ut 31 December 2006, the Group hud cush und cush equivulents umounting to approximutely HK$7.8
million. Additionally, the Group’s yeuring ratio wus 0.112 which is bused on the division of long-term debts by
shareholders’ funds. The Group’s liguidity ratio is 0.89.

Foreign currency risk

The Group’s sules und purchuse ure muinly trunsucted in Renminbi und the books ure recorded in Hony Kohy
dollar, Since the exchunye rute fluctuation between Hony Kony dollar und Renminbi is very smull, the foreign
exchunge risk is very low and ho hedyging hus been mude.

Contingent liabilities

As ut 31 December 2006, the Group did not huve uny materiul contingent lidbilities.
Employee information

As ut 31 December 2006, the Group employed u totul of 453 full-time employees. The Group hus entered into
employment contructs with dll of its employees. The remunerution puckuge for its stuff comprises of monthly
salary, provident fund contributions, medical cluims, training programmes, housing dllowance und discretionary
options bused on their contribution to the Group.

During the yeur under review, the Group hud not experienced uny sighificunt lubour disputes which led to the
disruption of its hormul business operations. The Directors cohsider the Group’s relationship with its employees to
be yood.

Material acquisitions and significant investment
On 1 September 2006, the Group completed the ucqyuisition of Yicheny.
Suve us disclosed ubove, the Group hud ho materiul ucyuisition or disposal of subsidiuries und uffiliuted

compunies during the yeur ended 31 December 2006 und currently it has no plaun for muterial investments or
cupitul ussets.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

Executive Directors

Mr. YAN, Duniel X.D., uged 44, uppointed on 7 April 2000, is the Chuirmun of the Compuny. Mr. Yan is primarily
responsible for the Group's overdll strateyic plunninyg, business development und sules und murketing since the
estublishment of &t R% £ BB E K 1T % R AR 2 7 (Beijing Angels Communicution Technology Co., Ltd.) in 1996.
Mr. Yan, being the founder of the Group, hus over 15 yeurs of experience in information technoloyy industry in
the PRC, purticularly in the ureu of struteyic plunning, business development, sules und murketing. He holds u
buchelor’s degree in muthemutics und computer science from the Cupitul University of Economics und Trude,
the PRC.

Mr. Muk Shiu Chuny, Godfrey, uged 44, hus over 15 yeurs of experience in the field of corporute finunce,
specidlising in udvisory services for mujor tfrunsuctions concerniny different sectors. He hus purticiputed in vurious
securities und finuncing uctivities in Asiu. Mr. Muk returned to Hony Kony und joined the Honyg Kony Government
us un Administrative Officer in 1988. He sturted his corporute finunce cureer ut Morgun Grenfell in 1990. He holds
u Buchelor of Science deyree in Business Studies from Bradford University School of Muhugement, United Kingdom
und u Muster of Business Administrution deygree from the University of Wules, United Kingdom. Mr. Muk is u
Member of the Hony Kony Securities Institute, a Member of The Churtered Institute of Marketing und un Associute
of The Institute of Churtered Secreturies und Administrators.

Mr. Zhuny Chuo Liuny, uyged 38, he graduuted from University of Shenzhen in Interhational Trade Finance. He
wus previously the Heud of Sales in China National Machinery Import and Export Corporation (Shenzhen) responsible
for sules und marketing und strateyic planning.

Mr. Wany Honh Chen, uyged 46, is the gyenerul munuger of the Chungchun Yicheny, he hus over 20 yeurs
experience in the production field. Mr. Wany is responsible for overseeiny the operation of Changchun Yicheny
Puckuying Compuny Limited, including product development, production process und technicul und sufety
munuyement und he is u member of the People’s Congress in Luyuun District, Changchun.

Independent Non-executive Directors

Mr. YANG Xiuopinyg, uged 44, appointed on 11 Juanuary 2001, is un independent hon-executive director of the
Compuny. Mr. Yuny is currently un executive director of Chiu Tui Enterprises International Limited, u compuny
listed on the Stock Exchunye.

Mr. Kwok Chi Shing, uged 44, is currently the parther of Lum, Kwok, Kwan & Cheny CPA Limited. He graduuted
from the University of Aberdeen, United Kingdom in 1986 with a Muster of Arts Honour Degree in Accountuncy
with Economics. Mr. Kwok is u fellow member of the Hong Kony Institute of Certified Public Accountunts. Mr. Kwok
hus extensive experience in corporute und finunciul munugement work especidlly for the reul estute development
und property munugement industries. He hus extensive experience in public sector work both in Hohg Kony und
Chinu und he wus the president of the Honyg Kony Associution of Financial Advisors.

Mr. Tsung Wai Sum, uged 46, he graduuted from University of London with g buachelor deygree in Laws und
RMIT University with a Muster Deyree of Finunce. He is u pructicing solicitor in Hong Kony und is u purtner of Tsuny
& Wony. He hus been udmitted us u solicitor in Englund und Wales und hus been udmitted us u burrister und
solicitor in the Supreme Court of Victoriu, Australia,
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Senior Management

Mr. LAU, Andrew, Kim, uged 38, is primarily responsible for the Group’s overdll Strateyic Plunning und formuluted
of corporute struteyy of the sules und murketing operution. Mr. Luu gruduuted from Dulun Muaritime University,
the PRC in 1992. Mr. Luu wus u director of the Compuny from 7 April 2004 to 19 October 2006.

Mr. ZHU Quun, uged 44, is primurily responsible for the Group’s reseurch und development uctivities und
munuyement of the projects. Mr. Zhu holds u buchelor’s deyree in muthemutics und computer science from the
Cupitdl University of Economics und Trade. Mr. Zhu joined the Group in Muy 1996 us the generul munuger. Mr. Zhu
wus u director of the Compuny from 11 Junuury 2001 to 17 November 2005.

Mr. Wony Choi Chuk, uyged 42, is the finuncial confroller und compuny secretary of the Compuny. Mr. Wohy
hus worked for various listed compunies for over 10 yeurs, Mr. Wony is primurily responsible for the Group’s
finuncial projection, finunce control und uccounting of the Group. Mr. Wony holds u buchelor’s deyree in
Accounting from the University of Lincoln, Engluand. Mr. Wongy is un associate member of the Honyg Kony Institute
of Certified Public Accountunts and u fellow member of the Associution of Chartered Certified Accountunts.



I i

DeTeum Compuny Limited  Annuul Report 2006

DIRECTORS’ REPORT

The Directors huve pleusure in presenting their report und uudited finunciul stutements of the Compuny und
its subsidiuries (collectively refer to the "Group”) for the yeur ended 31 December 2006.

Principal Activities and Geographical Analysis of Operations

The Compuny is un investment holding compuny. The principul uctivities of its subsidiuries are set out in Note
36 to the finunciul stutements.

Detdils of the segment informution are set out in Note 7 to the financial statements.

Change of Name

At un extruordinury generul meeting of shureholders of the Compuny held on 26 August 2006 u speciul
resolution wus pussed to chunge the hume of the Compuny from Angels Technology Compuny Limited to DeTeum
Compuny Limited.

Results and Financial Position

The results of the Group for the yeur ended 31 December 2006 ure set out in the consoliduted income
statement on puye 24.

The stute of the Group’s uffuirs ut 31 December 2006 is set out in the consoliduted bulunce sheet on puye 25.

Share Capital

Detuils of the movements in share capital are set out in Note 28 to the financiul statements,
Reserves

The movements in reserves during the yeur are set out in Note 31 to the finuncial stutements.
Dividend

The Directors do not recommend the puyment of u dividend for the yeur ended 31 December 2006.

Property, Plant and Equipment

Detuils of the movements in property, plunt und equipment ure set out in Note 15 to the finunciul stutements.
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Directors
The Directors who held office during the yeur und to the dute of this report were:
Executive Directors

Mr. Yun, Duniel X.D.

Mr. Muk Shiu Chuny, Godfrey - uppointed on 27 Junuury 2006
Mr. Zhuny Chuo Liuny - uppointed on 26 July 2006

Mr. Luu, Andrew Kim - resigned oh 19 October 2006
Mr. Wunyg Hon Chen - uppointed on 1 Murch 2007

Independent Non-Executive Directors

Mr. Yany Xigoping

Mr. Kwok Chi Shiny - uppointed on 27 Junuury 2006
Mr. Tuny Wui Sum - uppointed on 26 July 2006

Ms. Wu Xin - resigned oh 6 April 2006

Mr. Zhuo Miny - resigned oh 19 October 2006

In uccordunce with arficle 86(3) of the Articles of Associution of the Compuny, Mr. Zhuny Chuo Liuny, Mr.
Waunyg Hon Chen und Mr. Tsung Wui Sum hold the office of Directors until the forthcoming unnuul general meeting
and, beiny eligible, offer themselves for re-election at the forthcoming annuul genheral meeting.

In uccordunce with urticle 87(1) of the Articles of Associution of the Compuny, Mr. Kwok Chi Shing will retire
from office und Mr. Yun, Duniel X.D. will volunturily retfire from office ut the forthcominy unnuul generul meetiny
und, both beiny eligible, offer themselves for re-election.

The independent non-executive Directors ure hot uppointed for u fixed term but they ure subject to retirement
by rotation und re-election ut the unnual generdl meeting pursuunt to the Articles of Associution of the Compuny.
The Compuny hus received from euch of the independent hon-executive Directors un unnuul confirmution of
independence. The Compuny considers that dll of its independent non-executive Directors ure independent.

Five Year Financial Summary

A summury of the results and of the ussets und liabilities of the Group for the lust five financial years is set out
oh puyges 5 und 6.

Directors’ Service Contracts

Mr. Yan, Duniel X.D., the executive Director of the Compuny hus enfered into u service contruct with the
Compuny for u term of three yeurs commencing from 7 April 2000. The service confruct shull continue thereufter
until terminuted by either purty giving the other not less thun 90 duys’ hotice ufter the expiration of the suid initiul
fixed term.

Mr. Mak Shiu Ching, Godfrey, Mr. Zhuny Chuo Liuny und Mr. Wang Hon Chen huve not entered info uny
service contruct with the Compuny since the dutes of their uppointment us un executive Director of the Compuny.
They huve euch sighed u director’s uppointment confirmution with no fixed term of uppointment us un executive
Director.
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Directors’ and Chief Executive’s Interests and Short Positions in the Shares,
Underlying Shares and Debentures of the Company or any Associated
Corporations

As ut 31 December 2006, the interests und short positions of euch Director und Chief Executive of the Compuny
in the shares, underlying shures und debentures of the Compuny or uny of its ussociuted corporutions (within the
meuning of Purt XV of the Securities und Futures Ordinance, Chupter 571 under the laws of Hong Kong) (the
"SFO"), which were notified to the Compuny und the Stock Exchunyge pursuunt to Divisions 7 und 8 of Purt XV of
the SFO (including uny inferests und short positions which they huve tuken or deemed to have tuken under such
provisions of the SFO), or which were required, pursuunt to Section 352 of the SFO, to be entered in the reyister
referred to therein, or which were required, pursuunt to Rules 5.46 to 5.67 of the GEM Listing Rules, to be nofified
to the Compuny und the Stock Exchunge were us follows:

(I) Interests in shares of the Company (Note 1)

Number of ordinary shares

Percentage

of issued

Personal Corporate Family Other share

Name interests interests interests interests Total capital

(Note 2)

Mr. Yan, Duniel X.D. 1,500,000 (L) 20,000,000 (L) = - 21,500,000(L) 7.26%
(Note 4)

Mr. Muk Shiu Chuny, - 56,900,000 (L) = - 56,900,000(L) 19.22%
Godfrey (Note 5)

Notes:

1. As defined in Section 311 of the SFO, u reference fo interests in shures comprised in the relevunt share cupitul of u listed
corporution includes u reference to interests in shures so comprised, which are the underlying shares of equity derivutives.

2. These interests ure the sume interests us those described in Section (Il) below.
3. The lefter "L” denotes u lony position in the shares.

4. These shures ure beneficiully owned by Sebustiun Internationul Holdings Limited (“Sebustiun”), u compuny incorporuted
in the British Virgin Islunds. By virtue of his 100% shareholding in Sebustian, Mr. Yan, Duniel X.D. is deemed or tuken to be
interested in the 20,000,000 shures of the Compuny owhed by Sebustiun,

5. These shures ure beneficiully ownhed by Lucky Teum Internutional Limited (“Lucky Teum”), u compuny incorporuted in
the British Virgin Islands. By virtue of his 100% shareholding in Lucky Team, Mr. Mak Shiu Chuny, Godfrey is deemed or
tuken to be interested in the 56,900,000 shure owned by Lucky Teum.
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(I Interests in equity derivatives (as defined in the SFO) in, or in respect of, underlying shares

As at 31 December 2006, the executive Directors have outstunding share options grunted pursuant to the
Compuny’s share option scheme, detuils of which were set out below und in the section heuded "Shure Option
Scheme”.

Consideration

Number of
underlying
shares in
respect of
outstanding
options Price for Exercise
Date of at 31 grant price Exercisable
Name grant  December 2006 (for all) per share period
(HKS$) (HKS$)
Mr. Yan, Daniel X.D. 28.3.2002 1,500,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011

Note: the letter "L” denotes u lony position in the underlying shares.

Suve us disclosed ubove, us ut 31 December 2006, hone of the Directors und Chief Executive of the Compuny
had uny interests or short positions in the shaures, underlying shares or debentures of the Compuny or uny of its
ussociuted corporations (within the meaning of Part XV of the SFO) which would have to be nhotified to the
Compuny und the Stock Exchunye pursuunt to Divisions 7 und 8 of Purt XV of the SFO (including interests or short
positions which they huve tuken or deemed to huve tuken under such provisions of the SFO) or which were
required, pursuunt to Section 352 of the SFO, to be entered in the reyister referred to therein, or which were
reguired, pursuunt to Rules 5.46 to 5.67 of the GEM Listing Rules, were reguired to be notified to the Compuny und
the Stock Exchunge.
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Share Option Scheme

The Compuny udopted u shure option scheme (the “Old Scheme”) on 16 August 2001 which wus terminuted
pursuunt to u resolution pussed ut the unnuul yenerul meeting held on 25 April 2003, und the summury of the
principul terms of the Old Scheme is set out in Appendix IV of the prospectus of the Compuny duted 22 August
2001 under the section heuded “Shure Option Scheme”.

Detuils of shure option movements during the yeur under the Old Scheme ure us follows:

Number of Share Options
Closing
price Outstanding Outstanding
Exercise before at1  Gronted  Exercised lapsed  Cancelled Transferred at 31
Date of price  Exercisable  dateof  January during during during during during  December
Name grant  per share period  grant 2006 theyear  theyear  theyear  theyear  the year 2006
(HKS) (HKS)
Mr. Yon, Duniel XD, 28.3.2002 126 1082002 - 130 1,500,000 - - - - - 1,500,000
9.8.2011
Mr. Lau, Andrew Kim**  28.3.2002 128 1082002 - 130 1,000,000 = = = - (1,000,000) =
9.8.2011
Employees 28.3.2002 128 1082002 - 130 4,388,000 = - (300,000 - 1000000 5,088,000
9.8.2011
Employee 22.11.2006 068 23.11.2000- 0.79 - 2,300,000 (2,300,000) - - - -
22112016
Employees 22.11.2006 0.8 23.05.2007 - 0.79 - 26,700,000 - - - - 26,700,000
22.11.2016
6,888,000 29,000,000 (2,300,000  (300,000) = - 33288000

executive Directors of the Compuny us ut 31 December 2006

*%

Mr. Lau, Andrew Kim resigned us executive Director of the Compuny on 19 October 2006 und he remuined us un
employee of the Compuny.

The Compuny’s hew shure option scheme (the “New Scheme”) wus udopted ut the unnuul generul meeting
held on 25 April 2003. A summury of the principul terms of the New Scheme is set out in the circulur of the
Compuny duted 31 March 2003.

Under the New Scheme, the Directors may, at their discretion, offer options to Participants (us defined in the
circulur of the Compuny duted 31 Murch 2003) to subscribe for shures in the Compuny subject to the terms und
conditions stipuluted therein.

As ut the extruordinury generul meeting held on 26 August 2006, the resolution is pussed to grunt options
uhder the New scheme to subscribe for up to 29,376,000, which representing 10% of the existing issue shure
cupital of the Compuny,

As ut 22 November 2006, options to subscribe for u totul of 29,000,000 option shure of the Compuny hus been
grunted under the New scheme. The Compuny’s shure on the Stock Exchunge of Hony Kony Limited for the five
frading duys immediutely precediny 22 November 2006. 2,300,000 shure options huve been exercised during the
period from the grant dute to 31 December 2006.

As ut the lutest pructicuble dute, 5,088,000 shure options under the Old Scheme were cuncelled und 6,000,000
und 20,700,000 shure options which grunted on 22 November 2006 under the New Scheme were cuncelled und
lapsed respectively.
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Directors’ Interests in Contracts

No confructs of sighificance in relation to the Group’s business to which the Compuny or its subsidiaries wus u
party and in which u Director of the Compuny hud u muterial interest, whether directly or indirectly, subsisted at
the end of the yeur or ut any time during the yedr under review.

Directors’ and Chief Executive’s Rights to Acquire Shares or Debt Securities

Suve us disclosed under the section heuded "Directors’ und Chief Executive’s Interests und Short Positions in
the Shares, Underlying Shares und Debentures of the Compuny or uny Associuted Corporations”, us ut 31 December
2006, neither the Compuny hor uny of its subsidiaries wus u purty to uny urrangements to enuble the Directors
und Chief Executive of the Compuny to ucqyuire benefits by meuns of the ucquisition of shures in, or debt
securities, including debentures, of the Compuny or uny other body corporate, und hone of the Directors und
Chief Executive of the Compuny or their spouses or children under the uye of 18, hud uny right to subscribe for
the securities of the Compuny, or hud exercised uny such rights,

Substantial Shareholders

Other thun interests disclosed in the section heuded "Directors und Chief Executive’s interests und Short
Positions in the Shares, Underlying Shares aund Debentures of the Compuny or uny Associuted Corporations”
ubove, us ut 31 December 2006, the reyister of substantial shareholders muintuined by the Compuny pursuunt to
Section 336 of the SFO disclosed the followiny persons or corporutions (other thun the directors or Chief Executive
of the Compuny) us having un interest of 5% or more of the issued shure cupitul of the Compuny.

Capacity/ Percentage of

Name Nature of interest Number of Shares issued share capital

Lucky Teum Internutional Beneficiul Owner 56,900,000 (L) 19.22%
Limited (“Lucky Teum”) (Note 1)

Xu Bin Beneficiul Owner 48,960,000 (L) 16.54%
(Note 2)

Li Gui Yun Beneficial Owner 35,100,000 (L) 11.86%
(Note 2)

Sebustiun Beneficiul Owner 20,000,000 (L) 6.76%
(Note 3)

Ms. Lau Ying Ying, Angelu Interest of Spouse 21,500,000 (L) 7.26%
(Note 4)

Noftes:

1. Lucky Teum is u compuny incorporuted in the British Virgin Islunds with limited liability, which is wholly owned by Mr. Muk
Shiu Chuny, Godfrey who is un executive Director of the Compuny.

2. To the best knowledye of the Directors, the purties ure independent of und hot connected with the Directors, Chief
Executive, substuntiul shaureholders or munugement shareholders of the Compuny or uny ussociute of uny of them.

3. Sebustiun is u compuny incorporuted in the British Virgin Islunds with limited liability, which is wholly owned by Mr. Yun,
Duniel X.D., the Chuirmun und un executive Director of the Compuny.

4, Ms. Luu Yiny Yiny, Angelu is deemed to be interested in these shures by virtue of the fuct thut she is the spouse of Mr.
Yun, Duniel X.D., the Chuirmun und un executive Director of the Compuny.

5. The lefter "L” denotes u lony position in the shaures.
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Suve us disclosed ubove, us ut 31 December 2006, the Directors ure not uwure of uny other persons who
have interests und/or short positions in the shures, underlying shures und debentures of, the Compuny or uny
ussociuted corporutions (within the meuninyg of Purt XV of the SFO) which would full to be disclosed to the
Compuny under Divisions 2 und 3 of Purt XV of the SFO.

Management Contracts

No contructs concerning the munuygement und udministration of the whole or uny substuntiul part of the
business of the Compuny were entered into or existed during the year,

Convertible Securities, Options, Warrants or Other Similar Rights

Apuart from the shure options, detdils of which are set out ubove in the section heuded “Share Option
Scheme”, the Compuny had no other outstanding convertible securities, options, warrants or other similar rights
us ut 31 December 2006. There had been nho exercise of convertible securities, options, warrants or other similar
rights during the yeur ended 31 December 2006.

Major Customers and Suppliers

Informution in respect of the Group’s sules und purchuses uttributuble to the mujor customers und suppliers
respectively during the yeurs ended 31 December 2006 und 2005 ure us follows:

Percentuge of the Group's totul

Sules Purchuses
2006 2005 2006 2005
The lurgest customer 38% 42%
Five lurgest customers in ugyreyute 76% 88%
The lurgest supplier 24% 14%
Five lurgest suppliers in uyyreyute 60% 55%

Nohe of the Directors, their ussociutes or uny shareholders (which to the knowledye of the Directors, own
more than 5% of the Compuny’s issued shure cupitul) had uny interest in the mujor customers und suppliers
noted ubove.

Competing Interests

None of the Directors or the munugement shureholders (us defined in the GEM Listing Rules) of the Compuny
had uny interest in business which competes or muy compete with the business of the Group.

Distributable Reserves

Distributuble reserves of the Compuny ut 31 December 2006 umounted to HKSNil (2005: HKSNil). Under Section
34 of the Compunies Luw (2000 Revision) of the Cuymun Islunds, the share premium is uvuiluble for distribution to
shureholders subject to the provision of the Artficles of Associution of the Compuny und nho distribution shull be
puid to shureholders out of the shure premium unless the Compuny shull be uble to puy its debts us they full due
in the ordinary course of business.

Pre-emptive Rights

No pre-emptive rights exist under the laws in the Caymun Islunds, beiny the jurisdiction in which the Compuny
is incorporuted.



Annuul Report 2006 DeTeum Compuny Limited

DIRECTORS’ REPORT

Purchase, Sale or Redemption of Shares

Neither the Compuny hor uny of ifs subsidiaries hus purchused or sold or redeemed uny of the Compuny’s
shures during the yeuar,

Compliance with the GEM Listing Rules

Throughout the yeur ended 31 December 2006, the Compuny hus complied with the GEM Listing Rules except
that the independent non-executive Directors ure not uppointed for u specific term. The independent hon-
executive Directors ure subject to retirement by rotation und re-election ut the annuul general meeting of the
Compuny in uccordunce with the provisions of the Articles of Associution of the Compuny.

Audit Committee

The Compuny estublished un audit committee on 16 August 2001, comprising the independent non-executive
Directors, numely Mr. Yang Xidoping, Mr. Kwok Chi Shing and Mr. Tsung Wai Sum. Mr. Kwok Chi Shing und Mr. Tsuny
Wuai Sum joined the audit committee on 27 Junuary 2006 und 26 July 2006 respectively. Mr. Zhao Ming und Ms. Wu
Xin resigned us independent non-executive Directors on 6 April 2006 und 19 October 2006 respectively. The
written terms of reference of the uudit committee comply with the GEM Listing Rules. The primury duties of the
audit committee of the Compuny ure to review the Compuny’s unnuul reports und finunciul stutements, hulf-
yeur reports und yuurterly reports und o provide udvices und comments thereon to the Bourd. The uudit committee
of the Bourd will ulso be responsible for supervising und reviewing the finunciul reporting process und internal
control system of the Group.

The audit committee of the Compuny held four meetings during the yeur, The uudit committee hus reviewed
the unnual results for the yeur ended 31 December 2006.

Events after the Balance Sheet Date

Detuils of events occurred ufter the buluance sheet dute are set out in Note 35 to the finuncial statements.
Auditors

A resolution to re-uppoint the retiring auditors, RSM Nelson Wheeler, will be put ut the forthcoming unnuul
generul meetinyg.

Corporate Governance

A report of the principle corporute yovernunce pructices udopted by the Compuny is set out on puyes 18 to
21 of the annudl report.

By order of the Bourd

Yan, Daniel X.D.
Chuirmun

27 Muarch 2007, Hony Kohy
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Introduction

Subject to the deviutions us disclosed on this report, the Compuny hus complied with dll the code provisions
onh Corporute Goverhunce Pructices us set out in the GEM Listing Rules by estublishing u formal und transparent
procedures to protect und muximize the interests of shareholders during the period under review.

Directors’ Securities Transactions

The Compuny hus udopted u code of conduct regurding Directors’ securifies fransactions on terms ho less
exucting thun the required stundurd of deulings us set out in Rules 5.48 to 5.67 of the GEM Listing Rules. Haviny
mude specific enyuiry of dll Directors, the Directors have complied with such code of conduct und the reyuired
stfandurd of deulings und its code of conduct regurding securities transactions by the Directors throughout the
yeur ended 31 December 2006.

Board of Directors and Board Meeting

The bourd of Directors, which currently comprises seven Directors, is responsible for corporute strategy, unnual
und interim results, succession plunning, risk munugement, mujor ucyuisitions, disposuls und cupitul trunsuctions,
und other significunt operutionul und finunciul mutters. Mujor corporute mutters thut ure specificully deleyuted
by the bourd of Directors to the munugement include the prepuration of unnuul und interim uccounts for bourd
upprovul before public reporting, execution of business strategies und initiatives udopted by the bourd of Directors,
implementution of udeyuute systems of internul controls und risk munugement procedures, und compliunce with
relevunt statutory requirements und rules und regulations. Amony the seven Directors, Mr. Zhany Chuo Liuhy und
Mr. Tsunyg Wui Sum were uppointed us executive Director und independent hon-executive Director respectively
onh 26 July 2006. Mr. Waunyg Hon Chen were uppointed us executive Director on 1 March 2007.

Detuils of buckygrounds und yudlificutions of the chuirmun of the Compuny und the other Directors ure set
out in the Profiles of the Directors und senior munuygement. All Directors huve ygiven sufficient fime und uttention
to the uffuirs of the Group. Euch executive Director hus sufficient experience to hold the position so us to curry
out his duties effectively und efficiently. Mr. Yan, Duniel X.D. is the chuirmun of the bourd of Directors und un
executive Director und Mr. Muk Shiu Chuny, Godfrey is the chief executive officer of the Compuny.

During the yeur ended 31 December 2006, the Compuny hud three independent nonh-executive Directors
who huve uppropriute und sufficient experience und yuulificution to curry out their duties so us to protect the
interests of shareholders. Mr. Yany Xiuopinyg, Mr. Kwok Chi Shing und Mr. Tsuny Wai Sum are the independent hon-
executive Directors. The uppointment of Mr. Kwok Chi Shing und Mr. Tsunyg Wai Sum uppointment ure not for u
fixed term und is subject to retirement by rotution und re-election ut the unnuul generul meeting in uccordunce
with the Compuny’s articles of ussociution, provided that the uppointment may be terminuted by the Compuny
or Mr. Kwok Chi Shing und Mr. Tsung Wui Sum with u written hotice of not less thun one month unless both purties
uyree otherwise.

The term of uppointment for Mr. Yany Xiuoping commenced from 11 January 2001 und both of them is not for
u fixed term subject to retirement by rotution und other reluted provisions us stipuluted in the urticles of ussociution
of the Compuny, provided that the uppointments may be ferminuted by the Compuny or Mr. Yany with u written
notice of not less thun ohe month unless both purties ugree otherwise.

During the yeur ended 31 December 2006, the bourd of Directors held u full bourd meeting for euch yuurter.
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Detuils of the uttendunce of the bourd of Directors ure us follows:-

Dir ector s Aftendance

Mr. Yun, Duniel X.D. 4/4
Mr. Mak Shiu Chuny, Godfrey (uppointed on 27 Januury 2006) 4/4
Mr. Lau, Ahdrew Kim (resignhed on 19 October 2006) 3/3
Mr. Zhuny Chuo Liuny (uppointed on 26 July 2006) 2/2

Apurt from the ubove regular bourd meetings of the yeur, the bourd of Directors will meet on other occusions
when u bourd-level decision on a particular matter is required. The Directors will receive detuils of ugendu items
for decision und minutes of committee meetinys in udvunce of euch bourd meeting.

Remuneration of Directors

The remuneration committee wus estublished in September 2005. The chuirmun of the committee is Mr. Yany
Xigopiny, un independent hon-executive Director, und other members include Mr. Muk Shiu Chuny, Godfrey und
Mr. Tsung Wuai Sum, the mdujority beiny independent hon-executive Directors.

The role und function of the remunerution committee included the determinution of the specific remunerution
puckuyes of ull executive Directors, including benefits in kind, pension rights und compensution puyments, including
auny compensuation puyuble for loss or terminution of their office or uppointment, und the mukiny of
recommendutions of the remunerution of hon-executive Directors to the bourd. The remunerution committee
would consider factors such us sularies puid by compurable compunies, fime commitment und responsibilities of
the Directors, employment conditions und desirubility of performunce-bused remunerution.

During the period under review, u meeting of the remunerution committee wus held on 1 September 2006
and 1 December 2006. Detuils of the uttendunce of the remunerution committee meeting ure us follows:

Members Attendance

Mr. Yany Xiuopiny 2/2
Mr. Yun, Duniel X.D. (resigned on 19 October 2006) 1/1
Mr. Zhuo Miny (resigned on 19 October 2006) 1/1
Mr. Muk Shiu Chuny, Godfrey (uppointed on 19 October 2006) 1/1
Mr. Tsung Wai Sum (uppointed on 19 October 2006) 1/1

The remunerution committee of the Compuny hus considered und reviewed the existing terms of employment
contracts of the executive Directors und uppointment letters of the independent nhonh-executive Directors. The
remunerution committee of the Compuny considers thut the existing terms of employment confructs of the
executive Directors und duppointment letters of the independent hon-executive Directors are fuir und reusonuble.

Nomination of Directors

The nominution committee wus estublished in September 2005. The chuirmun of the committee is Mr. Yuhy
Xigopiny, und other members include Mr. Mak Shiu Chuny, Godfrey and Mr. Tsung Wai Sum, the mujority beiny
independent hon-executive Directors.

The role und function of the homination committee included selection und recommendution of Directors for
yppointment und removual,
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The hominution committee would consider the pust performance, yudlification und general market conditions
in selecting und recommendinyg cundidutes for directorship during the year under review.

During the period under review, u meeting of the nominution committee wus held on 1 September 2006 und 1
December 2006 meeting for nominution of Directors. Detuils of the uttendunce of the meeting ure us follows:

Members Attendance

Mr. Yany Xiuopiny 2/2
Mr. Yun, Duniel X.D. (resigned on 19 October 2006) 1/1
Mr. Zhuo Miny (resigned on 19 October 2006) 1/1
Mr. Muk Shiu Chuny, Godfrey (uppointed on 19 October 2006) 1/1
Mr. Tsung Wui Sum (uppointed on 19 October 2006) 1/1

During the meeting, the bourd of Directors recommended that dll the existing Directors be retained by the
Compuny. Further, in uccordunce with the Compuny’s Arficles of Association (subject to the proposed umendments
ut the forthcominyg unnuul generual meeting), Mr. Yun, Daniel X.D. und Mr. Kwok Chi Shing will retire, and beiny
eligible, will offer themselves for re-election ut the forthcoming unnuul generul meeting of the Compuny.

Under code provision A.4.2 of the Corporute Governunce Pructices, every Director should be subject to
retirement by rotation ut leust once every three yeurs. The existing Articles of Association of the Compuny
provide that no Director holding office us chairman shall be subject to retirement by rotation. In order to comply
with code provision A.4.2 of the Corporute Governunce Pructices, umendments will be proposed ut the forthcoming
unnhuul generdl meeting to specify that every Director shall be subject to retirement by rotation at leust once
every three yedrs und the homination committee recommended that Mr. Yan, Daniel X.D. should voluntarily retire
ut the forthcoming unnuul yenerul meeting und offer himself for re-election.

Auditors’ Remuneration

The uudit committee of the Compuny is responsible for considering the uppointment of the external auditor
und reviewiny uny honh-uudit functions performed by the externul uuditor, including whether such non-uudit
functions could leud o uny potential material udverse effect on the Compuny. During the yedr under review, the
Group is required to puy un ugyreyute of upproximutely HKS$1,076,000 to the externul uuditors for their services
including audit, due diligence und other udvisory services.

Audit Committee

The Compuny estublished un audit committee with written tferms of reference in compliance with Rules 5.28
und 5.33 of the GEM Listing Rules. The primury duties of the audit committee are to review und supervise the
financial reporting process und internul controls system of the Group. During the yeur ended 31 December 2005,
the audit committee comprises three members, Mr. Yang Xidaoping, Mr. Kwok Chi Shing, and Mr. Tsang Wai Sum. Al
of them ure independent hon-executive Directors. The chairman of the audit committee is Mr. Yanyg Xiuoping.

The audit committee held 4 meetings during the yeur under review. Detuils of the dttendunce of the audit
committee meetings ure us follows:

Members Attendance

Mr. Yany Xigoping 4/4
Mr. Kwok Chi Shiny (uppointed on 27 Junuury 2006) 4/4
Mr. Tsung Wui Sum (uppointed on 19 October 2006) 1/1

Mr. Zhuo Miny (resigned on 19 October 2006) 3/3
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The Group’s unuudited yuurterly und interim results und unnuul uudited results during the yeur ended 31
December 2006 huve been reviewed by the auudit committee, which wus of the opinion that the preparation of
such results complied with the upplicuble uccounting stundards und requirements und that udeqyuute disclosure
have been mude.

Directors’ and Auditors Responsibilities for Financial Statements

The Directors’ responsibilities for the finunciul stutements und the responsibilities of the externul uuditors to the
shareholders ure set out on puye 22.

Internal Control

The Compuny hus conducted u review of its system of internul control periodicully to ensure the effective und
udeyuute internul control system. The Compuny convened meeting periodicully to discuss finunciul, operautionul
and risk munugement control.

Investors Relations

The Compuny hus disclosed ull hecessury information to the shareholders in compliunce with GEM Listing
Rules. Meetings ure held with mediu und investors periodicully. The Compuny ulso replied the enquires from
shareholders timely. The Directors host the unnuul yenerul meeting euch yeur to meet the shureholders und
unswer their enquiries.
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RSM Nelson Wheeler
nﬁ EF' E é n-l_ Eﬂi ’fT
Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

DETEAM COMPANY LIMITED

(FORMERL YKNO WN AS ANGELS TECHNOL OGYCOMP ANYLIMITED)
(Incorporatedin the Cayman Islunds with limited licibility)

We huve uudited the consolidu  fed finunciul stu  tements of DeT eum Compuny Limited (f ormer |y kno wh us
Angels Technolo gy Compuny Limited) (the "*Compun  y“)setoutonpu yges24to61, w hichcomprise the consolidu  ted
bulunce sheet us ut 31 December 2006, und the consoliduted income stutement, consoliduted stutement of
changes in eyuity und consoliduted cush flow stutement for the year then ended, and a summary of sighificunt
uccounting policies und other explanatory notes.

Directors’ responsibility for the financial statements

T he dir ector sof the Compun y ureresponsib le forthe pr epardtion undthe fr  ue und f dir pr esentu tion of these
finuncial stu  tementsin uccor dunce with Hong K ong Finunciul R - eporting Stundar  dsissued by the Hong K ony
Institute of  Cerftified Pub lic Accountunts (the “*HKICP ~ A”) und the disc losur e requir ements of the Hong K onhy
CompuniesOr dinunce . T hisr esponsibilityinc  ludesdesigning , implementing und muintaining inter nulcontr olr elevant
fo the pr epurdution und the fr  ue und f dir pr esentu tion of finuncial sta  fements tha 1 ar e fr ee fr om material
misstu tfement, whetherduetofr audorer ror;selectihngundu  pplying u ppropriu te accounting policies;  und making
accounting estima festha tar ereasona bleinthe cir  cumstances .

Auditor’s responsibility

Qurr esponsibilityistoe  xpr ess un opinion on these finunciul stu tements based on our auditaundtor  eportour
opinion solel ytoy ou, usubod y, und forno other pur pose . We do hot ussumer  esponsibility to  wards oracce pt
lia bility foun y other per son f orthe contentsof  thisr eport. We conducted our auditin accor  dance with Hohyg
KonygStundar dson Auditingissuedb  ytheHKICP A, T hosestundar  dsr equir e thatw e compl ywithethiculr - equir ements
und plun und perf orm the uuditto obtuinr  eusonu ble ussur  unce ustow  hether the finunciulsta tementsar e free
frommaterialmissta  tfement.

Anauditin volves perf orming pr ocedur es to obtuin audite  vidence u bout the umountsund disc  losur esin the
financidlsta  tements . T he pr ocedur es selectedde pend onthe auditor’ sjudyg ement, inc luding the ussessment of
therisksof —~ materialmissta  tementof thefinancialsta  tements , whetherduetofr audorer ror. Inmaking those risk
ussessments |, the uuditorconsider  sinfer nalcontr olr elevaunttotheentity”  spr epurdtionundtr ue undf dirpr esentu fion
of the finuncidlstu  tementsinor derto design uuditpr  ocedur esthu tur e upproprid teinthe cir  cumstunces |, but not
forthe pur pose of expr essing un opinion onthe ef  fecti veness of the entity’ sinter nul contr ol. An uudit ulso
includes e valuating the a ppropria teness of  uccounting policies used und the r eusonu bleness of uccounting
estimu tesmadeb ythedir ectors,usw elluse valuatingthe o verdllpr esenta tionof thefinuncialsta  tements .

We belie ve thutthe audite vidence w e have obtuinedissuf ficientand a ppropria te to pr ovide ubusisf  or our
audit opinion.
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I Opinion

In our opinion the consolidu  ted finunciulstu  tementsyi ve utr ue und f uirvie w of the stu te of uffuirsof the
Group usu t31 December2006 und of  the Gr oup’sr esultsund cushf  lowsf orthey eurthenendedinuccor dunce
withHongK  ongFinuncidlR  eporting Stundar  dsundhu ve been pr operly pr epuredinuccor dunce withthedisc  losur e
requir ementsof theHonyK ony Compunies Or dinunce .

RSM Nelson Wheeler
Certified Public Accountunts
Hony Kohy

27 Mar ch2007
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CONSOLIDATED INCOME STATEMENT

For the yeur ended 31 December 2006

2006 2005
Note HK$’000 HK$’000
Turnover 5 69,689 7.495
Cost of sules und services (65.900) (7.032)
Gross profit 13,789 463
Other income 6 3,625 59
Income from excess of fuir vulue over
cost of ucyuisition of u subsidiary 32(u) 4,001 -
Distribution costs (1,333) 3.319)
Administrative expenses (8.472) (5,268)
Impuirment of investment in un ussociute = &71)
Other operuting expenses (751) -
Profit/(loss) from operations 10,759 (8,636)
Finunce costs 8 (836) (180)
Shure of loss of un ussociute = (132)
Loss on disposuls of subsidiuries 32(b) (90) -
Profit/(loss) before tax 10,133 (8.948)
Income tux expense 9 = =
Profit/(loss) for the year attributable to
equity holders of the Company 10 10,133 (8,948)

Earnings/(loss) per share - basic 14 3.83 cents (4.39) cents
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As ut 31 December 2006

2006 2005
Note HKS$'000 HK$'000
Non-current assets
Property, plant und eyuipment 15 26,528 466
Prepuid lund leuse puyments 16 451 =
Investments in ussociutes 17 - -
Avdiluble-for-sule financial ussets 18 862 829
27,841 1,295
Current assets
Inventories 19 17,500 =
Prepuid lund leuse puyments 16 115 -
Amounts due from customers for contract works 20 1,223 36
Trade receivubles 21 2,415 4,181
Deposits, prepuyments und other receivubles 5,742 1,196
Cush und bunk bulunces 22 7,828 1,413
34,823 6,826
Current liabilities
Trade puydbles 23 16,435 4,825
Accrued charges und other puyables 24 11,184 5,478
Provision for warranty 25 653 1,255
Short term borrowinys 26 9,500 -
Convertible note - 4,000
Current tux lidbilities 1,346 -
39,118 15,558
Net current liabilities (4,295) (8,732)
Total assets less current liabilities 23,546 (7.437)
Non-current liabilities
Other loun 27 2 -
NET ASSETS/(LIABILITIES) 21,171 (7.437)
Capital and reserves
Share cupitdl 28 29,606 20,400
Ofther reserves 31 44,654 35,385
Accumuluted losses (53,089) (63,222)
TOTAL EQUITY 21,171 (7.437)
Approved by the Bourd of Directors on 27 March 2007.
Yan, Daniel X.D. Mak Shiu Chung, Godfrey

Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the yeur ended 31 December 2006

g

Shure Other Accumuluted Totul
cupitadl reserves losses eyuity
Note HKS$"000 HK$"000 HKS$"000 HK$°000
Bulunce ut 1 Junuury 2005 20,400 35,238 (54,274) 1,364
Currency translation difference - 147 = 147
Loss for the yeur - - (8,948) (8,948)
Bulunce ut 31 December 2005 20,400 35,385 (63,222) (7.,437)
Balunce at 1 Junuary 2006 20,400 35,385 (63,222) (7,437)
Issue of shures 28 9,206 7.356 = 16,562
Recoynition of shure-bused puyment - 1,792 - 1,792
Currency trunslation differences = 362 = 362
Shure issue expenses = 241) = (247)
Profit for the year - = 10,133 10,133
Totul recoynised income und
expense for the year - 121 10,133 10,254

Bulunce ut 31 December 2006 29,606 44,654 (563.089) 21,171
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CONSOLIDATED CASH FLOW STATEMENT

For the yeur ended 31 December 2006

2006 2005
Note HK$'000 HK$’000
Cash flows from operating activities
Profit/(loss) before tux 10,133 (8,948)
Adjustments for:
Interest income (148) (36)
Reversul of provision for wurranty (652) =
Wuiver of umount due to u director (2,345) -
Income from excess of fuir value over cost of ucyuisition of u subsidiary (4,001) =
Finance costs 536 180
Depreciution und umortisution 1,443 337
Shure-bused puyment 1,792 -
Trade receivubles written off 681 -
Allowunce for umount due from un ussociute 70 -
Impuirment of investment in un ussociute - 571
Shure of loss of un ussociute - 132
Loss on disposuls of subsidiuries 90 -
Operuting profit/(loss) before working cupitul chunges 7,599 (7,764)
Decreuse in umount due from un ussociute = 56
Decreuse in inventories 3,031 -
Decreuse in pledyed bunk deposit - 732
(Increuse)/decreuse in umounts due from customers for contruct works (1.187) 1,790
Decreuse in trude receivubles 3,401 1,030
(Increuse)/decreuse in deposits, prepuyments und other receivubles (3.986) 616
Increuse/(decreuse) in trude puyubles 249 (1,924)
(Decreuse)/increuse in uccrued churges und other puyubles (16,823) 1,379
Net cush used in operutions (7.716) (4,085)
Interest puid (538) (158)
Net cush used in operuting activities (8.254) (4,243)
Cash flows from investing activities
Purchuse of property, plant und equipment (123) (63)
Net cush outflow arising on ucquisition of a subsidiary 32(q) (9.288) =
Net cush inflow arising on disposuls of subsidiaries 32(b) 23 -
Interest received 148 36
Net cush used in investing activities (9.240) 27)
Cash flows from financing activities
Bunk loun ruised 7,000 -
Other louns ruised 7,025 -
Repuyment of other louns (2,150) -
Repuyment of convertible hote (4,000) =
Net proceeds from issue of shures 16,321 =
Advunce from u director - 1.210
Net cush generated from finuncing activities 24,196 1,210
Net increase/(decrease) in cash and bank balances 6,702 (3,060)
Cush und bunk balances at 1 January 1,413 4,365
Exchunge differences (287) 108

Cush und bunk bulunces ut 31 December 7,828 1,413
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NOTES TO THE FINANCIAL STATEMENTS

1. General information

The Compuny wus incorporuted in the Cayman Islunds on 7 April 2000 us un exempted compuny with
limited liability under the Compunies Law (2000 Revision) of the Cayman Islunds. The uddress of its reyistered
office is Cricket Syuare, Hutchins Drive, P.O. Box 2681, Grand Caymun KY1-1111, Caymun Islands. The
address of its business office is Suite ho. 3, 31/F., Sino Pluzu, 255-257 Gloucester Roud, Hony Kony. The
Compuny’s shares are listed on the Growth Enterprise Market of The Stock Exchanyge of Hong Kony Limited
(the “Stock Exchunye”).

The Compuny is un investment holding compuny. The principal activities of its subsidiaries are provision of
fransportation technoloyy solutions und munufucturing und sule of plustic woven buys und puper buys.

2. Significant accounting policies

In the current yeur, the Group hus udopted ull the new und revised Hohy Kony Finunciul Reporting
Stundurds ("HKFRSs") issued by the Hony Konhy Institute of Certified Public Accountunts (the “HKICPA") that
ure relevunt to its operutions und effective for uccounting periods beyinning on or ufter 1 Juhuary 2006.
HKFRSs comprise Hony Kony Finunciul Reporting Stundurds ("HKFRS”); Hony Kony Accounting Stundurds
("HKAS"); und Interpretutions. The udoption of these hew und revised HKFRSs did not result in substuntial
chunyes to the Group’s uccounting polices und umounts reported for the current yeur und prior yeurs,

The Group hus not upplied the hew HKFRSs thut have been issued but are not yet effective. The upplicution
of these hew HKFRSs will not have muaterial impuct on the financial statements of the Group.

These finunciul stutements huve been prepured in uccordunce with HKFRSs issued by the HKICPA,
uccounting principles generdlly accepted in Hony Kony und the applicuble disclosures required by the
Rules Governiny the Listiny of Securities on the Growth Enterprise Murket of The Stock Exchunye of Hony
Kony Limited und by the Hony Kohy Compunies Ordinunce.

These finunciul stutements huve been prepured under the historicul cost convention.

The prepurution of finunciul stutements in conformity with HKFRSs reguires the use of certuin key ussumptions
und estimutes. It ulso requires munugement to exercise its judgements in the process of upplying the
uccounting policies. The ureus involving critical judgements und areus where ussumptions and estimates
ure sighificunt to these finuncial stutements, ure disclosed in Note 3 to the finuncial stutements.

The significunt accounting policies upplied in the prepuration of these finuncial statements are set out
below.
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NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)

(a)

(b)

Consolidation

The consoliduted finunciul stutements include the finunciul stutements of the Compuny und its
subsidiuries mude up fo 31 December. Subsidiuries ure entities over which the Group hus confrol.
Control is the power to govern the finunciul und operuting policies of un entity so us to obtuin
benefits from its uctivities. The existence und effect of potentiul voting rights thut are currently
exercisuble or convertible ure considered when ussessing whether the Group hus control.

Subsidiaries are fully consoliduted from the dute on which control is trunsferred to the Group. They
ure de-consoliduted from the dute the control ceuses.

The guin or loss on the disposul of u subsidiury represents the difference between the proceeds of
the sule und the Group’s shure of its het ussets toyether with uny goodwill reluting to the subsidiary
which wus not previously churged or recoynised in the consoliduted income stutement und ulso
uny reluted uccumuluted foreign currency trunslution reserve.

Inter-compuny fransuctions, bulances und unhredlised profits on frunsuctions between Group
compunies ure eliminuted. Unreulised losses ure ulso eliminuted unless the frunsuction provides
evidence of un impuirment of the usset frunsferred. Accounting policies of subsidiuries huve been
chunhyed where hecessury to ensure consistency with the policies udopted by the Group.

Business combination and goodwill

The purchuse method of uccounting is used tfo uccount for the ucyuisition of subsidiuries by the
Group. The cost of un ucyuisition is meusured us the fuir value of the ussets yiven, equity instruments
issued und liubilities incurred or ussumed ut the dute of exchunhye, plus costs directly uttributuble
tfo the ucyuisition. Idenftifiuble ussets, liubilities und contingent liubilities of the subsidiury in un
ucyuisition ure meusured ut their fuir vulues ut the ucqyuisition dute.

The excess of the cost of ucyuisition over the Group’s shure of the net fuir value of the subsidiary’s
identifiuble ussets, liubilities und contingent liubilities is recorded us yoodwill. Any excess of the
Group’s shure of the net fuir value of the identifiuble ussets, liubilities und contingent liubilities over
the cost of ucyuisition is recoynised in the consoliduted income stutement.

Goodwill is tested unnuully for impuirment and curried ut cost less uccumuluted impuirment losses.
Impuirment losses of yoodwill ure recoyhised in the consoliduted income stutement und ure hot
subsequently reversed. Goodwill is ullocuted to cush-generating units for the purpose of impuirment
testing.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (Continued)

(c) Associates

Associutes ure enfities over which the Group hus significant influence. Significunt influence is the
power to purticipute in the finunciul und operuting policies of un entity but is hot control or joint
control over those policies. The existence und effect of potentiul voting rights thut ure currently
exercisuble or convertible ure considered when ussessing whether the Group hus sighificunt
influence.

Investment in un ussociute is uccounted for in the consoliduted fihunciul stutements by the equity
method of uccounting und is initiully recoynised ut cost. Identifiuble ussets, liubilities und contingent
liubilities of the ussociute in un ucyuisition ure meusured ut their fuir vaulues ut the ucqyuisition dute.
The excess of the cost of ucqyuisition over the Group’s shure of the net fuir value of the ussociute’s
idenfifiuble ussefts, liubilities und contingent liubilities is recorded us yoodwill. The yoodwill is included
within the currying umount of the investment und is ussessed for impuirment us purt of the investment.
Any excess of the Group’s shure of the net fuir value of the identifiable dussets, liubilities und
contingent liubilities over the cost of ucyuisition is recoynised in the consoliduted income stutement.

The Group’s share of un ussociute’s post-ucyuisition profits or losses is recoyhised in the consoliduted
income stutement, und its shure of post-ucyuisition movements in reserves is recoynised in the
consoliduted reserves. The cumulutive post-ucquisition movements ure udjusted uguinst the currying
umount of the investment. When the Group's share of losses in un ussociute equals or exceeds its
inferest in the ussociute, including uny other unsecured receivubles, the Group does hot recoyhise
further losses, unless it hus incurred obligutions or mude puyments on behulf of the ussociute. If the
ussociute subseyuently reports profits, the Group resumes recoynising its share of those profits only
ufter its share of the profits equuls the share of losses hot recoyghised.

The guin or loss on the disposul of un ussociute represents the difference between the proceeds of
the sule und the Group’s share of its net ussets together with any gooduwill reluting to the ussociute
which wus hot previously churged or recoynised in the consoliduted income stutement und ulso
uny reluted uccumuluted foreigh currency trunslution reserve.

Unreulised profits on transuctions between the Group und its ussociutes ure eliminuted to the
extent of the Group’s inferests in the ussociutes. Unredlised losses ure ulso eliminated unless the
frunsuction provides evidence of un impuirment of the usset trunsferred. Accounting policies of
ussociutes have been chunged where hecessury to ensure consistency with the policies udopted
by the Group.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (Continued)

(d) Foreign currencies translation

@

(i)

iif)

Functiondl und presentution currency

Items included in the finunciul stutements of euch of the Group’s entities ure meusured
using the currency of the primary economic environment in which the entity operutes (the
“functionul currency”). The consoliduted finunciul stutements ure presented in Hony Kony
dollurs, which is the Compuny’s functionul und presentation currency.

Transuctions und bulunces in euch entity’s finunciul stutements

Transactions in foreigh currencies ure transluted into the functionul currency using the
exchunge rutes prevuiling on the frunsuction dutes. Monetury ussets und liubilities in foreign
currencies dure trunsluted ut the rutes ruling on the bulunce sheet dute. Profits und losses
resulting from this trunslution policy ure included in the income stutement.

Trunslution differences on hon-monetary items, such us equity instruments clussified us finunciul
ussets ut fuir value through profit or loss, ure reported us purt of the fuir vulue guin or loss.
Trunslution differences on hon-monetary items, such us equity instruments clussified us
avuiluble-for-sule finunciul ussets, ure included in the investment revuluution reserve in equity.

Translation onh cohsolidation

The results und finuncial position of dll the Group entities that have u functionul currency
different from the Compuny’s presentution currency dre trunslated intfo the Compuny’s
presentution currency us follows:

= Assets und liubilities for euch bulunce sheet presented ure trunsluted ut the closing
rute ut the dute of thut bulunce sheet;

= Income und expenses for euch income stutement ure frunsluted ut uveruge exchunye
rutes (unless this uveruge is not u reusonuble upproximution of the cumulutive effect
of the rutes prevuiling on the tfrunsuction dutes, in which cuse income und expenses
ure frunsluted ut the dutes of the trunsuctions); und

= All resulting exchunyge differences ure recoynised in the foreign currency translation
reserve.

On consolidution, exchunge differences urising from the franslution of the net investment in
foreigh entities, und of borrowings and other currency instruments desighuted us hedyes of
such investments, ure tuken to shureholders” equity. When u foreigh operation is sold, such
exchunye differences ure recoynised in the consoliduted income stutement us purt of the
guin or loss on sale.

Goodwill und fuir value udjustments arising on the ucquisition of u foreign entity ure treuted
us ussets und liubilities of the foreigh entity and translated at the closing rate.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (Continued)

(e) Property, plant and equipment

Buildings comprise muinly fuctories und offices. All property, plunt und equipment ure stuted ut
cost less uccumuluted depreciution und impuirment losses.

Subseyuent costs ure included in the usset’s currying umount or recoyhised us u sepurute usset, us
uppropriate, only when it is probuble that future economic benefits ussociuted with the item will
flow tfo the Group und the cost of the item cun be meusured reliubly. All other repuirs und
muintenunce dre expensed in the income stutement during the period in which they are incurred.

Depreciution of property, plunt and equipment is culculated ut rates sufficient to write off their
cost less their residudl values busis over their estimuted useful lives on d straight-line busis. The
principul unnuaul rutes ure us follows:

Buildinys 5% - 10%
Plunt und muchinery 16% — 33%
Leusehold improvements 20%
Furniture, fixtures und office equipment 20%
Computer eyuipment 20%
Motor vehicles 16%

The residuul values, useful lives und depreciation method ure reviewed and udjusted, if uppropriate,
ut euch bulunce sheet dute.

The yguin or loss on disposul of property, plunt und eyuipment is the difference between the net
sules proceeds und the currying umount of the relevant usset, and is recognhised in the income
stutement.

(f) Operating leases
Leuses in which u sighificunt portion of the risks und rewdards of owhership are retdined by the lessor
ure clussified us operuting leuses. Leuse puyments (het of uny incentives received from the lessor)
ure expehsed in the income statement on u straight-line busis over the leuse feum.

(g) Research and development expenditure

Expenditure on reseurch uctivities is recognised us un expense in the period in which it is incurred.
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NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)

(h)

()

Inventories

Inventories ure stuted ut the lower of cost und het redlisuble value. Cost is determined using the
weighted uveruye busis. The cost of finished yoods und work in progress comprises ruw muteriuls,
direct lubour und un uppropriate proportion of dll production overheud expenditure, und where
uppropriate, subcontracting charges. Net redlisuble vulue is the estimuted selling price in the
ordinury course of business, less the estimuted costs of completion und the estimated costs hecessary
to muke the sule.

Transportation technology solution contracts

When the outcome of u fransportation technoloygy solution contract cun be estimuted reliubly,
contract costs aure recoynised us un expense by reference to the stugye of completion of the
contfruct ut the bulunce sheet dute. When it is probuble thut totul contruct costs will exceed totul
contruct revenue, the expected loss is recoynised us un expense immediutely. When the outcome
of g trunsportation technoloygy solution contract cunnot be estimuted reliubly, contract costs ure
recoyhised us un expense in the period in which they ure incurred.

Transportution technoloyy solution contructs in proyress ut the bulunce sheet dute ure recorded in
the buluance sheet ut the uamount of costs incurred plus recoynised profits less recoynised losses
und proyress billings, und ure presented in the bulunce sheet us “"Gross umount due from customers
for confract work”. When proygress billings exceed costs incurred plus recoygnised profits less
recoghised losses, the surplus is recorded in the bulunce sheet us “Gross umount due to customers
for confruct work”. Proyress billings not yet puid by the customer ure included in the bulunce sheet
under "Trude receivubles”. Amounts received before the reluted work is performed ure included in
the bulunce sheet under "Trude puyubles”.

Investments

Investments dre recoyghised und derecoynised on u trude dute busis where the purchuse or sule of
un investment is under u contruct whose terms require delivery of the investment within the timefrume
estublished by the murket concerned, und ure initiully meusured ut fuir vulue, plus directly
uttributuble trunsuction costs except in the cuse of finunciul ussets ut fuir vulue through profit or
loss.

Avdilable-for-sale finanhcial assets

Avdiluble-for-sule finunciul ussets ure investments not clussified us held-to-maturity investments or
finunciul ussets ut fuir value through profit or loss. Avuiluble-for-sule finunciul ussets ure subseyuently
meusured ut fuir value. Guins or losses urising from chunges in fuir value of these investments ure
recoyhised directly in equity, until the investments ure disposed of or ure determined to be impuired,
ut which fime the cumulative guins or losses previously recognised in equity are recoynised in the
income statement.

Impuirment losses recoyhised in the income stutement for equity investments clussified us avuiluble-
for-sule finunciul ussets ure hot subseyuently reversed through the income stutement. Impuirment
losses recoynised in the income stutement for debt instruments clussified us uvuiluble-for-sule
finunciul ussets ure subseyuently reversed und recoynised in the income stutement if un increuse
in the fuir vulue of the instruments cun be objectively reluted to un event occurring ufter the
recoyhition of the impuirment loss.
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NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)

k)

)

(m)

(n)

(o)

Trade and other receivables

Trude und other receivubles ure recoynised initially at fuir value und subsequently meusured ut
umortised cost using the effective interest method, less dllowunce for impuirment. An dllowance
for impuirment of frude und other receivubles is estublished when there is objective evidence thut
the Group will not be uble to collect dll umounts due uccording fo the originul terms of receivubles.
The amount of the dllowunce is the difference between the receivables’ currying amount und the
present vulue of estimuted future cush flows, discounted ut the effective interest rute computed ut
initiul recoynition. The umount of the ullowunce is recoynised in the income stutement.

Impuirment losses ure reversed in subseyuent periods und recoynised in the income stutement
when an increuse in the receivubles’ recoveruble umount cun be related objectively to un event
occurring ufter the impuirment wus recoyhised, subject to the restriction thut the currying umount
of the receivubles ut the dute the impuirment is reversed shull not exceed whut the umortised cost
would huve beeh hud the impuirment hot been recoynised.

Cash and cash equivalents

For the purpose of the cush flow stutement, cush und cush equivulents represent cush ut bunk und
oh hund, demund deposits with bunks und other finuncial institutions, und short-term highly liquid
investments which ure reudily convertible info knownh umounts of cush und subject to un insighificunt
risk of chunye in vulue. Bunk overdrufts which ure repuyuble on demund und form un inteygrul purt
of the Group’s cush munugement are ulso included us u component of cush und cush equivalents.

Financial liabilities and equity instruments

Finuncidl liubilities und equity instruments ure clussified uccording to the substunce of the contructuul
urrungements entered into und the definitions of u finuncial liubility und un equity instrument under
HKFRSs. An equity instrument is uny contract that evidences u residudl interest in the ussets of the
Group uffer deducting dll of its liubilities. The uccounting policies udopted for specific finuncial
liubilities und eqyuity instruments ure set out below.

Borrowings

Borrowinys ure recoynised inifiully ut fuir value, net of tfrunsuction costs incurred, und subseyuently
meusured ut umortised cost using the effective interest method.

Borrowinys ure clussified us current liubilities unless the Group hus un uhconditional right to defer
settlement of the liubility for at leust 12 months ufter the bulunce sheet dute.

Trade and other payables
Trade und other puyubles ure stuted initially at their fuir value und subseyuently meusured ut

umortised cost using the effective interest method unless the effect of discounting would be
immuteriul, in which cuse they ure stuted ut cost.
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NOTES TO THE FINANCIAL STATEMENTS

Significant accounting policies (Continued)

(P)

(@)

Revenue recognition

Revenue is meusured ut the fuir value of the considerution received or receivuble und is recoynised
when it is probuble thut the economic benefits will flow to the Group und the umount of revenue
cun be meusured reliubly.

Revenues from the sules of munufuctured yoods und truding of yoods ure recoyhised on the
frunsfer of significunt risks und rewurds of ownership, which generdlly coincides with the fime when
the gyoods ure delivered und the title hus pussed to the customers.

Interest income is recoyhised on u time-proportion busis using the effective interest method.
Dividend income is recoyhised when the shareholders’ rights to receive puyment are estublished.
Contract revehue

When the outcome of u frunsportution technholoyy solution contruct cun be estimuted reliubly,
revenue from u fixed price contruct is recoyhised using the percentuye of completion method,
medusured by reference to the percentuge of confruct costs incurred to dute to the estimuted totdl
contruct costs for the contract; and revenue from a cost plus contruct is recoynised by reference
to the recoveruble costs incurred during the period plus un appropriate proportion of the totul fee,
meusured by reference to the proportion that costs incurred to dute beur to the estimuted totadl
costs of the contruct.

When the outcome of u frunsportution fechnoloyy solution contruct cunnot be estimuted reliubly,
revenue is recoyhised only to the extent of contruct costs incurred thut is probuble to be
recoveruble.

Employee benefits
0) Employee leuve entitlements

Employee entitlements to unnuul leuve und lony service leuve ure recoyhised when they
accrue to employees. A provision is mude for the estimated liability for annual leave und
lony service leuve us u result of services rendered by employees up to the bulunce sheet
dute.

Employee entitlements to sick leuve und muternity or puternity leuve ure not recoynised
until the time of leuve.

(i) Pensioh obligations

The Group confributes to defined conftribution retirement schemes which are avdiluble to dll
employees. Contributions to the schemes by the Group und employees ure culculuted us u
percentuye of employees’ busic sularies. The retirement benefit scheme cost charged to
the income stutement represents contribution puyuble by the Group to the funds.

(i) Terminution benefits
Terminution benefits ure recoynised when, und only when, the Group demonstrably commits

itself to terminute employment or to provide benefits us u result of voluntury redunduncy by
having u detuiled formul plun which is without reulistic possibility of withdrawdal.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (Continued)

(r) Share-based payments

The Group issues equity-settled shure-bused puyments to certuin employees. Equity-settled shure-
bused puyments ure meusured ut fuir value (excluding the effect of hon murket-bused vesting
conditions) of the eqyuity instruments ut the dute of yrunt. The fuir vulue determined ut the yrunt
dute of the equity-settled share-bused puyments is expensed on u straight-line busis over the
vesting period, bused on the Group’s estimute of shares that will eventudlly vest und udjusted for
the effect of hoh murket-bused vesting conditions.

(s) Taxation
Income tux represents the sum of the current tux und deferred tux.

The tux currently puyuble is bused on tuxuble profit for the yeur. Tuxuble profit differs from profit us
reported in the income stutement becuuse it excludes items of income or expense thut ure tuxuble
or deductible in other yeurs und it further excludes items thut are hever tuxable or deductible. The
Group’s liubility for current tux is culculuted using tux rates that have beeh enucted or substuntively
enucted by the bulunce sheet dute.

Deferred tux is recoynised on differences between the currying umounts of ussets und liubilities in
the finunciul stutements und the correspondinyg tux buses used in the computution of tuxuble
profit, und is uccounted for using the bulunce sheet liubility method. Deferred tux liubilities ure
yenerdlly recoynised for ull tuxuble temporury differences und deferred tux ussets ure recoyhised
to the extent thut it is probuble thut tfuxuble profits will be uvdiluble uguinst which deductible
temporuary differences, unused ftux losses or unused tux credits cun be utilised. Such ussets und
liubilities ure hot recoynised if the temporury difference urises from goodwill or from the initiul
recoyhnition (other thun in u business combinution) of other ussets und liubilities in u frunsuction
thut uffects heither the tuxuble profit nor the uccounting profit.

Deferred tux liubilities ure recoynised for tuxuble temporury differences urising on investments in
subsidiuries und ussociutes, except where the Group is uble to control the reversal of the temporary
difference und it is probuble thut the temporury difference will hot reverse in the foreseeuble
future.

The currying umount of deferred tux ussets is reviewed ut euch bulunce sheet dute und reduced
to the extent thut it is no lonyer probuble thut sufficient tuxuble profits will be uvuiluble to ullow ull
or purt of the usset to be recovered.

Deferred tux is culculated at the tax rates thut are expected to upply in the period when the
ligability is seftled or the usset is reulised, bused on tux rutes thut huve been enucted or substuntively
enacted by the bulunce sheet dute. Deferred tux is charged or credited to the income statement,
except when it relates to items charged or credited directly to equity, in which cuse the deferred
tux is ulso deult with in equity.

Deferred tux ussets und liubilities ure offset when there is a legully enforceuble right to set off
current tux ussets uyuinst current tux lidbilities und when they relate to income tuxes levied by the
sume fuxation authority und the Group intends fo settle its current tfux ussets und liubilities on u net
busis.
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Significant accounting policies (Continued)

®

(u)

Related parties
A purty is reluted to the Group if:

0) directly or indirectly through one or more intermediuries, the purty controls, is controlled by,
or is under common conftrol with, the Group; hus un interest in the Group thut gives it
significunt influence over the Group; or hus joint control over the Group;

(i the purty is un ussociute;

iii) the purty is u joint venture;

(iv) the purty is u member of the key munugement personnel of the Compuny or its purent;
() the purty is u close member of the fumily of uny individuul referred to in (i) or (iv);

(vi)  the purty is un entity thut is controlled, jointly controlled or signhificuntly influenced by or for
which sighificunt voting power in such entity resides with, directly or indirectly, any individual
referred to in (iv) or (v); or

(vii)  the purty is u post-employment benefit plun for the benefit of employees of the Group, or of
uny entity that is u reluted puarty of the Group.

Segment reporting

A segment is u distinguishuble component of the Group that is enguyed either in providing products
und services (business segment), or in providing products or services within a particular economic
environment (yeoyruphicul seyment), which is subject to risks und rewurds thut ure different from
those of other seyments.

In uccordunce with the Group’s internal finunciul reporting, the Group hus determined that business
segments be presented us the primury reporting format and geoyruphicul us the seconduary reporting
format,

Segment revenue, expenses, ussets und liubilities include items directly uttributuble to u seyment
us well us those thut cun be ullocuted on u reusonuble busis to the seyment. Unullocuted costs
muinly represent corporute expenses. Seyment ussets consist primarily of property, plunt und
eyuipment, inventories und trude receivubles. Seyment liubilities comprise operuting lidbilities and
exclude items such us tux liubilities und corporute borrowinys.

Seyment revenue, expenses, ussets und liubilities ure determined before infru-group bulunces und
infru-group trunsuctions ure eliminuted us purt of the consolidution process, except to the extent
that such intru-group bulunces und frunsuctions ure between Group enterprises within u single
seyment.

Seyment cupitul expenditure is the totul costs incurred during the period to ucyuire segment ussets
(both tunyible und intunyible) thut ure expected to be used for more thun one period.
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NOTES TO THE FINANCIAL STATEMENTS

2. Significant accounting policies (Continued)

(v) Impairment of assets

At euch bulunce sheet dute, the Group reviews the currying umounts of its tungible und intungible
ussets other thun inventories und receivubles to determine whether there is uny indicution thut
those ussets huve suffered un impuirment loss. If uny such indicution exists, the recoveruble umount
of the usset is estimuted in order to determine the extent of uny impuirment loss. Where it is not
possible to estimute the recoveruble umount of un individuul usset, the Group esfimutes the
recoveruble umount of the cush gyeneruting unit to which the usset belonys.

Recoveruble uamount is the higher of fuir value less costs to sell and value in use. In ussessing value
in use, the estimuted future cush flows ure discounted to their present value using u pre-tax discount
rate that reflects current market ussessments of the time value of money und the risks specific to
the usset.

If the recoveruble umount of un usset or cush-generuting unit is estimuted to be less thun its
currying umount, the currying umount of the usset or cush-genheruting unit is reduced to its
recoveruble umount. An impuirment loss is recoyhised immediutely in the income stutement, unless
the relevant asset is curried at a revalued umount, in which cuse the impuirment loss is freauted us
u revuluution decreuse.

Where un impuirment loss subseyuently reverses, the currying umount of the usset or cush-generuting
unit is increused to the revised estimute of its recoveruble umount, but so thut the increused
currying umount does not exceed the currying umount that would have been determined (net of
umortisution or depreciution) hud no impuirment loss been recoynised for the usset or cush-
ygeneruting unit in prior yeurs. A reversul of un impuirment loss is recoyhised immediutely in the
income stutement, unless the relevunt usset is curried ut u revalued umount, in which cuse the
reversul of the impuirment loss is treuted us u revuluution increuse.

(w) Provisions and contingent liabilities

Provisions ure recoynised for liubilities of uncertuin tfiming or umount when the Group hus u present
legul or constructive obligution urising us u result of u pust event, it is probuble thut un outflow of
economic benefits will be required to settle the obligution und u reliuble estimute cun be mude.
Where the time vulue of money is muteriul, provisions ure stuted ut the present vulue of the
expenditures expected to settle the obligution.

Where it is not probuble that un outflow of economic benefits will be reguired, or the umount
cunnot be estimuted reliubly, the obligution is disclosed us u contingent liubility, unless the probubility
of outflow is remote. Possible obligations, whose existence will only be confirmed by the occurrence
or hon-occurrence of one or more future events ure ulso disclosed us contingent liubilities unless
the probubility of outflow is remote.
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Significant accounting policies (Continued)

(x)

Events after the balance sheet date

Events ufter the bulunce sheet dute thut provide udditional information ubout the Group’s position
at the bulunce sheet date or those that indicute the going concerh ussumption is hot uppropriate
are udjusting events und ure reflected in the finunciul stutements. Events ufter the bulunce sheet
dute that are not udjusting events are disclosed in the notes fo the finauncial stutements when
muteridl,

3. Critical judgements and key estimates

Key sources of estimation uncertainty

(a)

(b)

Property, plant and equipment and depreciation

The Group determines the estimuted useful lives und reluted depreciution churyes for the Group’s
property, plunt and eyuipment. This estimute is bused on the historicul experience of the actudl
useful lives of property, plant und equipment of similar hature and functions. Munugement will
revise the depreciution churge where useful lives ure different to those previously estimuted, or it
will write-off or write-down technicully obsolete or hon-struteyic ussets thut huve been ubundoned
or sold.

Revenue and profit recognition

The Group estimutes the percentuye of completion of the trunsportution tfechnoloyy solutions
contructs by reference to the proportion thut contruct costs incurred for work performed to dute
to the estimuted totul costs for the contracts. When the finul cost incurred by the Group is different
from the umounts thut were initiully budygeted, such differences will impuct the revenue und the
profit or loss recoyhised in the period in which such determinution is mude. Budyget cost of euch
project will be reviewed periodicully und revised uccordingly where significunt variunces ure noted
during the revision.
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4. Financial risk management

The Group’s uctivities expose it to u vuriety of finuncial risks: foreign currency risk, credit risk, liquidity risk
und interest rute risk. The Group’s overdll risk munugement progrumme focuses on the unpredictubility of
finunciul markets und seeks to minimise potentiul udverse effects on the Group’s finunciul performaunce.

(a) Foreign currency risk
The Group hus minimal exposure to foreign currency risk us most of its business fransuctions, ussets
und liubilities ure principully denominuted in Hony Konhy dollars und Renminbi. The Group currently
does hot huve u foreigh currency hedyiny policy in respect of foreign currency debt. The Group
will monitor its foreign currency exposure closely und will consider hedyiny significunt foreigh currency
exposure should the need urise.

(b) Credit risk

The Group hus no significunt concentrations of credit risk. It hus policies in pluce to ensure that
sules ure mude to customers with un uppropriute credit history.

The currying umount of the trude receivubles included in the consoliduted bulunce sheet represents
the Group’s muximum exposure to credit risk in relution to the Group’s finunciul ussets.

(¢) Liquidity risk
The Group’s policy is to regularly monitor current und expected liquidity requirements to ensure
that it muintuins sufficient reserves of cush to meet its liquidity requirements in the short und longer
term.

(d) Interest rate risk

As the Group hus ho sighificunt interest-beuring ussets, the Group’s income und operuting cush
flows ure substuntiully independent of chunges in maurket interest rutes.

The Group hus exposure to fuir value interest rate risk us most of its borrowinys beur interests ut
fixed rutes.

(e) Fair values

The currying umounts of the Group’s financial ussets und finuncial liubilities us reflected in the
consoliduted bulunce sheet upproximute their respective fuir values.
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5. Turnover

The Group’s turnover which represents sules of buys to customers und revehue from transportation
techholoyy solution contracts are us follows:

2006 2005
HKS$'000 HK$'000
Sules of buys 66,771 -
Revenue from fransportation technology solufion contracts 2918 7.495
69,689 7.495

6. Other income
2006 2005
HKS$°000 HKS$’000
Interest income 148 36
Service income 380 -
Reversul of provision for warranty 652 S
Wuiver of umount due to u director 2,345 -
Sunhdry income - 23
3,625 59

7. Segment information

(a) Primary reporting format - business segments
The Group is orgunised into two muin business seyments for the yeur ended 31 December 2006:

Bays - Manufacturing and sule of plustic woven buys
und puper buys; und

Transportution technoloyy solutions - Provision of trunsportution technoloyy solutions

(b) Secondary reporting format - geographical segments

No yeoyruphicul segment informution is presented us the Group’s revenhue und ussets ure
substuntially derived from customers und operutions bused in the PRC und uccordingly, ho further
unulysis of the Group’s yeoyruphicul segyments is disclosed.
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Primary reporting format - business segments

Annuul Report 2006

Transportution
technoloyy
Buys solutions Consoliduted

HKS$'000 HK$’000 HKS$'000
Yeur ended 31 December 2006
Revenhue 66,771 2918 69,689
Segment results 11,641 (4,2717) 7.370
Other income 3,525
Income from excess of fair value over cost

of ucyuisition of u subsidiary 4,001
Unullocuted expenses 4137)
Profit from operutions 10,759
Finunce costs (536)
Loss on disposuls of subsidiuries (90)
Profit before tux 10,133
At 31 December 2006
Segment ussets 57,320 3,423 60,743
Investments in associutes -
Undllocuted ussets 1,921
Totul ussets 62,664
Seyment lidbilities 30,345 7.518 37.863
Unallocuted lidbilities 3,630
Totul liubilities 41,493
Other segment information:
Cupitul expenditure 119 4 123
Unallocuted umounts =
123

Depreciution 1,241 154 1,395
Unullocuted umounts 10

1,405



Annuul Report 2006 DeTeum Compuny Limited

NOTES TO THE FINANCIAL STATEMENTS

7. Segment information (Continued)

Primary reporting format - business segments (Continued)

Transportution
technoloyy
Buys solutions Consolidated

HKS$'000 HK$'000 HKS$'000
Yeur ended 31 December 2005
Revehue - 7,495 7.495
Seyment results - (6,120) (6,120)
Other income 59
Unullocuted expenses (2,575)
Loss from operutions (8.,6306)
Share of loss of un ussociute - (132) (132)
Finance costs (180)
Loss before tux (8,948)
At 31 December 2005
Segment ussets - 7,739 7.739
Investments in associutes -
Undllocuted ussets 382
Totul ussets 8,121
Segment liubilities - 9,087 9,087
Unullocuted liubilities 6,471
Totul liubilities 15,558
Other segment informution:
Cupitdl expenditure - 56 56
Unullocuted umounts 7

63
Depreciution - 323 323
Unallocuted umounts 14
337

Impairment loss on goodwill
recoyhised in income stutement -

(671) (571)
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8. Finance costs

2006 2005

HK$"000 HK$'000

Interest on bunk loun 53 =
Interest on other loun wholly repuyuble within 5 yeurs 480 =
Interest on convertible note wholly repuyuble within & yeurs & 160
Other finunce costs - 20
536 180

9. Income tax expense

() No provision for Hony Kony profits tux hus been mude us the Group hus no estimuted ussessuble
Hony Kony profits for the yeur ended 31 December 2006 (2005: HKSNIil).

The subsidiury, Beijing Angels Communicutions Technoloygy Co., Ltd ("Beijing Angels”), operating in
the PRC, is subject to enterprise income tux rute of 33% on its fuxuble profit in uccordunce with
Income Tux Luw of the People’s Republic of Chinu for Enterprises with Foreign Investment und
Foreign Enterprise (2 A R £ MBI SN 7 E B EMINE > EFTBHE) (the “PRC Income Tux Law”).

The subsidiury, Changchun Yicheny Packayging Compuny Limited ("Chunygchun Yichenyg”), operuting
in the PRC, is subject to enterprise income tux rute of 33% on its tuxuble profit in uccordunce with
the PRC Income Tux Luw. Changchun Yicheny is locuted in Hexin Town of High-New Development
Zone, Chungchun (REM m M EMAER A L =8 5 E) und is therefore enfitled to u reduced tax
rute of 27%. However, pursuunt fo u notice issued by Chunychun Green District Stute Tux Bureuu (&
HZH BB R4 B), Changehun Yicheny is exempted from entferprise income tax from 1 May 2006
to 31 December 2007, followed by u 50% reduction for the next three yeurs.

) The tux onh the Group's profit/(loss) before tux differs from the theoreticul umount that would urise
using the Hony Kohy profits tux rate us follows:

()

2006 2005
HKS$’000 HK$'000

Profit/(loss) before tax 10,133 (8,948)
Tax ut Hony Kony profits tax rate of 17.5% (2005: 17.5%) 1,773 (1,566)
Expenses hot deductive for tux purposes 165 541

Income tux exempted (2,725) =
Income not taxable (26) -
Tux losses for which ho deferred income tux usset

wus recoyhised 813 1,025

Income tux expense - -

At the bulunce sheet dute the Group hus unused tux losses of upproximutely HK$11,395,000 (2005:
HK$8,585,000) uvuiluble for offset uguinst future profits. No deferred tux usset hus been recoynised
due to the unpredictubility of future profit streums. The unrecoynised tux losses of HKS5,101,000,
HK$3,827,000 und HKS$2,467,000 will expire on 31 December 2007, 31 December 2010 und 31
December 2011 respectively.
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10. Profit/(loss) for the year

The profit/(loss) for the yeur is stuted ufter charging/(crediting) the followiny:

2006 2005

HK$’000 HK$’000

Auditors’ remunerution 438 320

Depreciution of property, plunt und equipment 1,405 337

Operuating leuse rentdls in respect of lund and buildings 878 1,068
Allowunce for umount due from un ussociute

(included in other operating expenses) 70 -

Trade receivubles written off (included in other operuting expenses) 681 -

Reversal of provision for warranty (652) @2n

11. Staff costs (including directors’ emoluments)

2006 2005

HK$’000 HK$’000

Wages und salaries 3,524 3,167

Terminution benefits - 62

Employee share option benefits (equity-settled) 1,792 -

Sociul security costs 450 13

Pension costs 126 116

5,892 3,358
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12. Directors’ and employees’ emoluments

(a) Directors’ emoluments
The emoluments of euch Director were us follows:

Employee’s  Compensution

contribution for loss of
Inducement fo pension office us
Nume of Director Fees Sularies fees scheme director Total
HK$'000 HKS$'000 HK$000 HK$'000 HK$'000  HKS$'000
Mr. Yan, Duniel X.D. - 60 - - - 60
Mr. Lau, Andrew Kim (i) - 48 - = - 48
Mr. Muk Shiu Chuny,

Godfrey (i) 112 - - - - 112
Mr. Zhuny Chuo Liuny (iv) 2 - - - = 2
Mr. Yanyg Xigoping - = = - A _
Mr. Zhuo Ming (i) - - - - - -
Ms. Wu Xin (iii) - - - - - -
Mr. Kwok Chi Shiny (ii) Bl = = - - 51
Mr. Tang Wai Sum (iv) 2 - - - - 2
Totul for 2006 167 108 = = = 275

Employee’s  Compensution

contribution for loss of

Inducement fo pension office us
Nume of Director Fees Sularies fees scheme director Totul
HK$'000 HK$'000 HK$000 HKS$'000 HK$'000  HKS$'000
Mr. Yun, Duniel X.D. - 63 - - - 63
Mr. Lau, Andrew Kim - 63 - - - 63
Mr. Zhu Quan (v) - 81 - - - 81
Ms. Shek Ying, Christine (v) - 3 - - - 3
Mr. Yany Xigoping - - - - - -
Mr. Zhao Ming - - - - - -
Ms. Wu Xin - - - - - -
Totul for 2005 - 210 - - - 210

Notes:

0] Resignhed on 19 October 2006.
(i) Appointed on 27 Junhudry 2006
(iii) Resigned oh 6 April 2006.

(iv) Appointed oh 26 July 2006.

V) Resigned on 17 November 2005.

During the year 2006, Mr. Yan, Daniel X.D. and Mr. Lau, Andrew Kim wuived emoluments of HK$395,000
(2005: HK$392,000) und HK$350,000 (2005: HK$392,000) respectively. Suve us disclosed ubove, there
wus ho drrungement under which a director wuived or uygreed to wuive uny emoluments during
the yeur.
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12. Directors’ and employees’ emoluments (Continued)
(b) Five highest paid individuals
The five highest puid individudls in the Group during the year included one (2005: one (Note (ii))
director whose emoluments are reflected in the anualysis presented ubove. The emoluments of the
remuininyg four (2005: four) individuuls ure set out below:
2006 2005
HKS$'000 HK$'000
Busic suluries, housing ullowunces, shure options,
other dllowunces und benefits in kind 826 901
Conftributions to pensions schemes 23 27
849 928
0) The emoluments of these four (2005: four) highest puid individuuls ure less thun HK$1,000,000.
(i) Mr. Zhu Quun wus resigned us Director on 17 November 2005. Included in the five highest
puid individuuls ubove for the yeur ended in December 2005 wus director’s emolument of
HK$81,000 puid to Mr. Zhu Quun, which wus included in Note 12(u) ubove.
During the yeur, no emoluments were puid by the Group to uny of the five highest puid to the
individuuls us un inducement to join or upon joining the Group or us compensution for loss of
office.
13. Dividend
The Directors do hot recommend the payment of u dividend for the year (2005: HKSNil).
14. Earnings/(loss) per share

Basic earnings/(loss) per share

The culculation of busic earnings (2005: loss) per share uttributuble to equity holders of the Compuny is
bused oh the profit for the yeur uttributuble to equity holders of the Compuny of upproximutely
HKS$10,133,000 (2005: loss uttributuble to equity holder of the Compuny of upproximately HKS$8,948,000)
und the weighted uveruge humber of ordinury shares of 264,520,000 (2005: 204,000,000) in issue during the
yedar,

Diluted earnings/(loss) per share

A diluted eurninys per shure for the yeur ended 31 December 2006 hus hot beeh shown us there were ho
potentiul dilutive ordinury shures in existence during the yeur.

A diluted loss per shure for the yeur ended 31 December 2005 hus hot beeh disclosed us the convertible
note outstundiny during 2005 had un unti-dilutive effect on the busic loss per share for 2005.
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15. Property, plant and equipment

Furniture,
Plunt und Leusehold  fixtures und Motor
Buildings  muchinery improvements  equipment vehicles Totul

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

Cost

At 1 Junuary 2005 - - 164 1,244 1,589 2997
Additions - - - 63 - 63
Disposuls - - - (22) - (22)
Exchunge differences - = 4 33 46 83

At 31 December 2005 und

at 1 Junuary 2006 - - 168 1318 1,635 3,121
Acyuisition of u subsidiury 12,180 13,980 - - 553 26,713
Additions - 119 - 4 - 123
Disposal of u subsidiary - = - (110 - (110
Exchunge differences 304 350 7 113 12 786
At 31 December 2006 12,484 14,449 175 1,325 2,200 30,633
Accumulated depreciation

and impairment
At 1 Junuary 2005 - - 64 774 1,431 2,269
Churge for the yeur - - 33 146 158 337
Disposals = = = (22) = 22)
Exchunge differences - - 2 23 46 71
At 31 December 2005 und

at 1 Junuary 2006 - - 99 921 1,635 2,655
Chuarge for the yeur 234 948 35 129 59 1,405
Disposal of u subsidiary - - - 57) - 7
Exchunge differences = = 3 38 61 102
At 31 December 2006 234 948 137 1,031 1,755 4,105
Carrying amount
At 31 December 2006 12,250 13,501 38 294 445 26,528
At 31 December 2005 - - 69 397 - 466

At 31 December 2006 the currying umount of plant und machinery pledyed us securities for the Group’s
bank loun umounted to HK$13,501,000 (2005: HKSNIl).
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16. Prepaid land lease payments

2006 2005

HK$’000 HK$’000

At 1 Junhuary = =
Acquisition of a subsidiary 589 =
Amortisation of prepuid lund leuse puyments (38) =
Exchunyge differences 15 =
At 31 December 566 -
Current portion 115) -
Non-current portion 451 -

The Group’s prepuid lund leuse puyments represent payments for lund use rights outside Hony Kony under

medium term leuses.

17. Investments in associates

2006 2005

HK$'000 HK$'000

Shure of net liubilities (4,740) (4,701)
Goodwill on ucyuisition of un ussociute - 532
Loun receivuble (Note (b)) 7,488 7,488
2,748 3,319

Less: Impuirment losses (2,748) 3,319
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17. Investments in associates (Continued)

() Detuils of the Group’s ussociutes, ull of which ure unlisted, were us follows:

Particulars Place of
of issued  incorporation Principal Interest held
Compuny shares held und operation activities Assefs  Liubilities Revenue Loss  Directly Indirectly
HKS$'000  HK$'000  HKS'000  HK$'000
2006
CTIA VSAT Network 5,000,000 ordinury  Hony Kony Investment 12550 25935 10,808 1,897 40% -
Limited ("CTIA") shures of holdiny
HK$1.0 each
2005
CTIA VSAT Network 5,000,000 ordinary  Hong Kony Investment 17,260 27,904 9,101 1,837 40% -
Limited ("CTIA") shares of holdiny
HK$1.0 each
Smart-Mover [TS Reyistered The PRC Provision of 206 94 - 377 - 35%
Technology Co. cupital of fraffic information
Limited RMB2,000,000 service solution

in Beiing

o) Loun receivuble from un ussociute is unsecured, interest free und due for repuyment on demund.
(¢)  The Group hus not recognised loss for the year amounting to HK$759,000 (2005: HK$$735,000) for

CTIA. The uccumuluted losses not recoygnised up to 31 December 2006 were HK$1,494,000 (2005:
HK$735,000).

18. Available-for-sale financial assets

2006

HKS$'000

Beyinniny of the yeur 829

Exchanyge difference &3

End of the year 862
Avuiluble-for-sale financial ussets include the followiny:

2006 2005

HK$’000 HK$'000

Club membership 362 348

Unlisted investments 500 481

862 829
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19. Inventories

2006 2005
HK$000 HK$’000
Raw muteriuls 5,463 =
Work in progress 3.811 -
Finished gyoods 8.226 =
17,500 -

20. Long-term transportation technology solution contracts in progress

2006 2005
HK$'000 HK$'000
Costs incurred to dute plus recoynised profits fo dute 2,387 209
Less: proyress billings (1,164) 173)
1.223 36

Included in current ussets under the followiny cuption:
Amounts due from customers for contract works 1,223 36

At 31 December 2006, retention monies held by customers for contruct works included in tfrude receivubles
under Note 21 umounted to HKSNil (2005: HK$1,611,000).
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21. Trade receivables
The credit terms grunted to customers of trunsportution technology solution vary und are generdlly ut the
results of neyotiutions between the individuul customers und the Group. Customers ure yenerully required
to puy ut various intervuls over the life of the projects. The yeneral credit terms of sules of buys ure 30
duays,
The ugeiny unualysis of frude receivubles is us follows:
2006 2005
HK$'000 HK$"000
Current to 90 duys 1,984 2,132
91 to 180 duys 77 =
181 to 270 duys = =
271 to 360 duys 957 1.413
Over 360 duys 1.697 2,936
4,715 6,481
Less: Allowunce for doubtful debts (2,300) (2,300)
2,415 4,181
22. Cash and bank balances
At 31 December 2006, the Group’s cush und bunk bulunces denominated in Renminbi (*RMB”) und kept
in the PRC umounted to RMB6,083,000 (2005: RMB1,318,000) und the conversion of RMB into foreign
currencies is subject to the PRC’s Foreign Exchunge Control Regulutions und Administration of Settlement,
Sule und Puyment of Foreign Exchunye Regulutions.
23. Trade payables

The ugeiny unulysis of trude puyubles is us follows:

2006 2005

HKS$'000 HK$'000

Current to 90 duays 12,062 3,391
91 to 180 duys 7 =
181 to 270 days 220 =
271 to 360 duays 86 22
Over 360 duys 4,060 1,412
16,435 4,825
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24. Accrued charges and other payables
2006 2005
HKS"000 HK$ 000
|
Accrued charges und other puyubles 10,965 4,268
Receipt in udvunce 219 -
Advunce from u director = 1.210
11,184 5,478
25. Provision for warranty
HK$’000
|
At 1 Junuary 2006 1.255
Reversul of provision (652)
Exchunye differences 50
At 31 December 2006 653
2006 2005
HK$’000 HK$'000

Anulysis of provision for wurraunty
Current 653 1,255

The Group yives 12-month warranties on certuin contfructs und undertukes to repuir or repluce items thut
fdil to perform satisfactorily.
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26. Short term borrowings

2006 2005

HKS$'000 HK$'000

Bunk loun 7,000 -
Other loun 2,500 -
9,500 -

The currying umounts of the Group’s short term borrowinys for 2006 ure denominuted in the followiny

currencies:

Hony Kony dollurs RMB
Bunk loun = 7,000
Other loun 2,500 =
2,500 7,000

The effective interest rutes were us follows:
2006 2005
Bunk loun 6.72% =
Other loun 12% =

The bunk loun und other loun ure urrunyed ut fixed interest rutes und expose the Group to fuir value
interest rute risk.

The bunk loun is secured by the Group’s plunt und machinery (Note 15) und corporute gudaruntee issued
by u customer, und repuyuble onh 25 October 2007.

The other loun is unsecured und repuyuble onh 5 Junuury 2007. Subseyuent to the bulunce sheet dute, the
loun ugreement hus been renewed. (Note 35(u))

27. Other loan

The other loun is unsecured, interest free und repayuble on or before 31 March 2008. Subseyuent to the
bulunce sheet dute, the other loun becume loun from u director who wus uppointed us director of the
Compuny. The other loun hus been fully repuid in March 2007,

The directors considered the currying umount of other loun upproximute its fair value.,
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28. Share capital

Authorised
Ordinary shures of HKS0.10 euch
No. of shures HK$'000
At 31 December 2005 und 2006 1,200,000,000 120,000

Issued und fully puid
Ordinary shares of HKS0.10 euch

Note No. of shures HK$'000

At 1 Junuary und 31 December 2005 204,000,000 20,400
Issue of shares on plucement (w) 89,760,000 8.976
Issue of shares on share option scheme b) 2,300,000 230
92,060,000 9.206

At 31 December 2006 296,060,000 29,606

(@)

()

On 27 Februury 2006, the Compuny entered intfo u plucing und underwriting ugreement with u
third party in respect of the plucement of 40,800,000 ordinary shares of HK$0.1 euch at a price of
HKS0.1 per share. The plucement was completed on 23 March 2006. The share issue expenses of
approximately HK$216,000 wus charged to the Company's share premium account.

On 4 May 2006, the Compuny conditionally agreed to issue 48,960,000 new shares of HK$S0.1 euch
by placement under general mandate at u price of HKS0.223 per share. The placement wus
completed on 1 June 2006 und the premium on the issue of shures, umounting to upproximutely
HK$6,022,000, net of share issue expenses of HK$25,000, wus credited to the Compuany’s share
premium account,

On 21 December 2006, 2,300,000 shure options were exercised ut u price of HKS$0.68 euch und the
premium on the issue of shares, amounting to approximately HK$1,334,000 wus credited to the
Compuny’s share premium account,
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29. Share options

Equity-settled share option scheme

The Compuny udopted u shure option scheme (the *Old Scheme”) on 16 August 2001 which wus terminuted
pursuunt fo u resolution pussed ut the unnuul yenerul meeting ("AGM”) held on 25 April 2003. The
Compuny’s hew shure option scheme (the “New Scheme”) wus udopted ut AGM on the sume dute. A
summury of the principul terms of the New Scheme is set out in the circulur of the Compuny duted 31
March 2003.

Under the New Scheme, the Directors muy, ut their discretion, offer options to Purficipunts (us defined in
the circulur of the Compuny duted 31 Murch 2003) to subscribe for shares in the Compuny subject to the
terms und conditions stipuluted therein.

Detuils of the specific cuteyories of options ure us follows:

At 31 December 2006, the followiny options to subscribe for shures were outstunding under the Compuny’s
share option scheme:

Exercise price Number of
per shure outfstundiny options Expiry dute
HKS
Old Scheme:
Director 1.28 1,500,000 9 August 2011
Other employees 1.28 5,088,000 9 August 2011
New Scheme:
Other employees 0.68 26,700,000 22 November 2016
33,288,000
Number of shure options
2006 2005
Beyinniny of the yeur 6,888,000 7,288,000
Grunted 29,000,000 -
Exercised (2,300,000) =
Lapsed (300,000) (400,000)
End of the yeur 33,288,000 6,888,000

There were ho option forfeited or cuncelled in 2005 und 2006.

The weighted uveruye shure price ut the dute of exercise for shure options exercised during the yeur wus
HKS$0.89. The options outstunding ut the end of the year have u weighted averuge remuaining contfractudl
life of 8.85 yeurs (2005: 5.61 yeurs) und the exercise prices runge from HK$0.68 to HK$1.28 (2005: HKS1.28).
In 2006, options were gyrunted on 21 November. The estimuted fuir vulues of the options on thut dute are
HK$21,904,000.

Subseyuent to the bulunce sheet dute, 5,088,000 shure options under the Old Scheme were cuncelled
und 6,000,000 und 20,700,000 shure options under the New Scheme were cuncelled und ldpsed respectively.
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29.

Share options (Continued)

30.

Equity-settled share option scheme (Continued)

The fuir values of the equity-settled shure option were culculated using the Bluck-Scholes pricing model.

The inputs into the model were us follows:

Weighted uveruye shure price
Weighted averuge exercise price
Expected voldtility

Expected life

Risk free rute

Expected dividend yield

2006

HK$0.31
HK$0.68
114.64%
10 yeurs
4.57%
0%

Expected voldtility wus determined by culculuting the historical volutility of the Compuny’s shure price
over the previous 1 yeur. The expected life used in the model hus been udjusted, bused on Munuyement’s

best estimute, for the effects of hon frunsferability, exercise restrictions und behuvioural considerations.

Balance sheet of the Company

2006 2005

HKS$'000 HK$'000

Investments in subsidiaries 11,199 -
Investments in associutes - -
Other current ussets 1,609 15
Due to u subsidiary 8mn @8mn
Convertible note - (4,000)
Other liubilities (3,402) (832)
NET ASSETS/(LIABILITIES) 9,325 (4,898)
Shure cupital 29,606 20,400
Reserves (20,281) (25.298)
TOTAL EQUITY 9,325 (4,898)
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Report

31. Other reserves

Share- Foreign
bused currency
Share  puyment Cupital  translution
premium reserve reserve reserve Totdl
Note HK$'000 HKS$'000 HK$'000 HKS$'000 HKS$'000
At 1 Junuary 2005 37,010 - (1,628) (144) 35,238
Currency trunslution
differences = - - 147 147
At 31 December 2005 37,010 - (1,628) 3 35,385
At 1 Junuary 2006 37,010 = (1,628) 3 35,385
Issue of shures 28 7,356 = = = 7.356
Shure issue expenses 28 (2471) - - - (241)
Grunt of shure options 5 1,792 = - 1,792
Shure-bused puyment 1,792 (1,792) - - -
Currency frunslution
differences - - - 362 362
At 31 December 2006 45917 - (1,628) 365 44,654

Nature and purpose of reserves
0] Shure premium uccount

Under the Compunies Law (Revised) of the Cayman Islunds, the funds in the share premium account
of the Compuny ure distributuble to the shureholders of the Compuny provided that immediutely
followiny the dute on which the dividend is proposed to be distributed, the Compuny will be in u
position to puy off its debts us they full due in the ordinury course of business.

(i) Shure-bused puyment reserve

The fuir value of the actudl or estimuted humber of unexercised share options granted to employees
of the Compuny recoyhised in uccordunce with the accounting policy udopted for share-bused
puyments in Note 2(r) to the finunciul stutements.

@iip) Capital reserve

The cupitul reserve of the Group urose us u result of the Group reorgunisution implemented in
prepuration for the listing of the Compuny’s shares in 2001 und represented the difference between
the hominal value of the ugyreyate share cupital of the subsidiaries acyuired under the
reorgunisution scheme, over the nominul vulue of the shure cupitul of the Compuny issued in
exchunge therefore.

(iv) Foreigh currency translation reserve
The foreign currency translation reserve comprises dll foreigh exchunge differences arising from the

franslation of the finunciul stutements of foreign operutions. The reserve is deult with in uccordunce
with the uccounting policies set out in Note 2(d)(iii) tfo the finunciul statements.
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32. Notes to the consolidated cash flows statement

(a)

Acquisition of a subsidiary

On 1 September 2006, the Group ucyuired 100% of the issued shure cupitul of Chunychun Yicheny
for u totul purchuse consideration (including direct costs reluting to the ucquisition) of HKS11,260,000.
Chungchun Yicheny wus enguyed in munufucturing und sule of plustic woven buys, puper buys
in the PRC during the yeur.

The fuir value of the identifiuble ussets und lidbilities of Chungchun Yicheny ucyuired us ut its dute
of ucyuisition, which hus ho sighificunt difference from its currying umount, is us follows:

HK$ 000

Net ussets ucquired:
Property, plant and equipment 26,713
Prepuid lund leuse puyments 589
Inventories 20,531
Trade receivubles 2,316
Deposits, prepuyments and other receivables 714
Cush und bunk bulunces 1,972
Trade puyubles (11,361)
Accrued churges und other puyubles (24,900)
Current tux liubilities (1,313)

15,261
Excess of fuir value over cost of ucqyuisition of a subsidiary (4,001)
Sutisfied by:
Cush 11,260
Net cush outflow urising oh ucquisition:
Totul purchuse considerution puid 11,260
Cush und cush eqyuivulents ucyuired (1.972)

9,288

The excess of fuir value over cost of ucyuisition of Changchun Yicheny is attributable to a bargain
purchuse.

Chungchun Yichenyg contributed approximately HK$66,771,000 to the Group’s turnover und
upproximutely HK$11,595,000 to the Group'’s profit before tux, for the period between the dute of
ucyuisition und the bulunce sheet dute.,

If the ucqyuisition had been completed on 1 Junuary 2006, totul Group turnover for the yeur would
have been HK$142,471,000, und profit for the year would huve been HK$19,458,000. The proforma
information is for illustrative purposes only und is hot hecessurily un indication of turnover und
results of operutions of the Group that auctuully would have been uchieved hud the ucyuisition
been completed on 1 Junuury 2006, hor is infended to be u projection of future results.
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32. Notes to the consolidated cash flows statement (Continued)

(b) Disposals of subsidiaries

During the yeur, the Group disposed of its subsidiaries, Proville Consultuncy Inc., Angels Loyistics
Systems (Guunyzhou) Compuny Limited und Angels Navimuster Co. Limited.

Net ussets ut the dute of disposuls were us follows:

HK$°000
Property, plunt und eqyuipment 53
Prepuyments, deposits und other receivubles 84
Cush und bunk bulunces 2
Accrued churyes und other puyubles (24)
Net ussets disposed of 115
Loss on disposuls of subsidiaries (90)
Totul considerution - sutisfied by cush 25
Net cush inflow urising on disposdls:
Cush considerution received 25
Cush und cush eqyuivulents disposed of 2
23

33. Operating lease commitments

At 31 December 2006, the Group hud future uggregyute minimum leuse puyments in respect of lund und
buildings under nhon-cuncelluble operutiny leuses us follows:

2006 2005

HK$’000 HK$’000

Not luter thun one yeur 801 606
Later than one year but hot later than five years 349 65

1,150 671
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34. Related party transactions

Apurt from the transuctions und balunces detuiled elsewhere in these financial stutements, the Group
had no other muteriul trunsuctions with reluted purties during the yeur.

35. Events after the balance sheet date

() Subseyuent to the bulunce sheet dute, the Compuny repuid the short term other loun of
HK$1,000,000. The remuining bulance of HK$1,500,000 wus renewed ut sume interest rate and
repuyuble on 5 Juhuary 2008.

(b) Subsequent to the bulunce sheet dute, 5,088,000 shures options under the Old Scheme were

cuncelled und 6,000,000 und 20,700,000 shure options under the New Scheme were cuncelled und
lapsed respectively.

36. Principal subsidiaries

Percentuye of

Pluce of incorporution/ ownership interest/
registrution und Paid up voting power/ Principul
Nume operution cupitdl profit shuring uctivities
Beijing Angels The PRC RMB10,000,000 100% Provision of
trunsportution
technoloyy
solutions
Changchun Yicheny The PRC RMB10,000,000 100% Munufucturing und

sule of plustic
woven bugs und
paper buys

37. Approval of the financial statements

The finuncial stutements were upproved und authorised for issue by the Bourd of Directors on 27 Murch
2007.
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NOTICE IS HEREBY GIVEN that the Annhual General Meeting of DeTeum Compuny Limited (the “Company”) will
be held ut Suite No. 3, 31st Floor, Sino Pluza, 255-257 Gloucester Roud, Hohy Kony on Friday, 15 June 2007 ut
3 p.m. for the followinyg purposes:

1. To receive und consider the audited Finuncial Statements und the reports of the directors und auditors for
the yeur ended 31 December 2006;

2. To re-elect the retiring directors und to fix the remuneration of directors; und
3. To re-uppoint auditors und authorise the bourd of directors to fix their remuneration,

4. By wuy of speciul business, fo consider und if thought fit, puss with or without modifications, the followiny
resolutions us ordinury resolutions:

ORDINARY RESOLUTIONS
A. "THAT:

(9) Subject to purugraph (c) below, the exercise by the directors of the Compuny during the Relevant
Period (us hereinufter defined) of dll the powers of the Compuny to allot or issue shares in the
cupital of the Compuny und to muke or graunt offers, ugreements und options which would or
might require the exercise of such power be und is hereby yenerdlly und unconditiondlly upproved;

(b) the approvul in paragraph (u) ubove shall authorise the directors of the Compuny during the
Relevunt Period to muke or gyrunt offers, ugreements und options which would or might require the
exercise of such powers ufter the end of the Relevant Period;

(c) the uyyreygyute nominul umount of shure cupitul ullotted or issued or uyreed conditionully or
unconditionudlly to be dllotted or issued (whether pursuunt to options or otherwise) by the directors
of the Compuny pursuant to the upproval in paragraph (a) ubove, otherwise than pursuant to (i) a
Rights Issue (us hereinufter defined): or (i) uny shure option scheme or similur arrangement of the
Compuny for the time beiny udopted for the grunt or issue to officers und/or employees of the
Compuny und/or uny of its subsidiaries of shares or rights fo acqyuire shares of the Compuany:; or (iii)
uny scrip dividend or similur urrangement providing for the dllotment of shares in lieu of the whole
or purt of u dividend on shuares of the Compuny in uccordunce with the articles of ussociation of
the Compuny in force from time to time; or (iv) the exercise of rights of subscription or conversion
under the terms of uny warrants or convertible bonds issued by the Compuny or uny securities
which dare convertible into shares of the Compuny, shall not exceed 20 per cent. of the agyreyute
nominul umount of the shure cupitdl of the Compuny in issue on the dute of pussing this Resolution
and the suid upprovul shall be limited auccordingly; and

(d) for the purpose of this Resolution:

“Relevunt Period” meuns the period from the dute of pussing this Resolution until whichever is the
eurliest of:

(i) the conclusion of the next unhuul generul meeting of the Compuny;
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(i) the expiration of the period within which the hext annudl generdal meeting of the Compuny is
reyuired by the urticles of ussociution of the Compuny or uny other upplicuble luws of the
Cuymun Islunds to be held; or

(iii) the pussing of un ordinary resolution by the members of the Compuny in generul meetiny
revoking or varying the uuthority given to the directors of the Compuny under this Resolution.

“Rights Issue” meuns un offer of shares in the Compuny, or offer or issue of wurrant, options or other
securities yiving rights to subscribe for shares open for u period fixed by the directors of the Compuny
to holders of shures of the Compuny on the reyister of members of the Compuny on u fixed record
dute in proportion to their then holdings of shares us ut thut dute (subject to such exclusion or
other.”

B. “THAT:

(u) the exercise by the directors of the Compuny during the Relevunt Period of ull powers of the
Compuny to purchuse its own shares, subject to puragraph (b) below, be und is hereby yenerally
and unconditionally aupproved;

(b) the uyygregyute hominal umount of shares of the Compuny which may be repurchused by the
Compuny oh the Growth Enterprise Market of The Stock Exchunge of Hony Konyg Limited or auny
other stock exchaunge recoynised for this purpose by the Securities und Futures Commission of
Hohy Kony und The Stock Exchunye of Hony Kony Limited under the Hony Kohny Code on Shure
Repurchuse pursuunt to the upproval in puragraph (u) ubove shull not exceed 10 per cent, of the
ugyreyute nominul umount of the issued shure cupitul of the Compuny us ut the dute of pussing
this Resolution und the duthority pursuunt to puragraph (u) of this Resolution shull be limited
uccordingly; und

(c) for the purpose of this Resolution, “Relevaunt Period” shall have the sume meuning us ussighed fo it
uhder Ordinary Resolution 4A of this notice.”

C. "THAT: conditionul upon Resolutions 4A and 4B ubove beiny pussed, the ugyregute nominal umount of
shares in the cupital of the Compuny which are repurchused by the Compuny under the authority
grunted to the directors us mentioned in Resolution 4B ubove shall be udded to the uggreygyate nominal
amount of share capital that may be dllotted or ugreed conditionally or unconditionally to be ullotted
by the directors of the Compuny pursuunt to Resolution 4A, provided that the umount of shure cupitul
repurchused by the Compuny shall hot exceed 10 per cent. of the total hominal umount of the share
cupitul of the Compuny in issue on the dute of this Resolution.”

By order of the Bourd of
DeTeam Company Limited
Yan, Daniel X.D.
Chdirman

Hong Kony, 30 March 2007
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Notes:

1. A member holding two or more shures who is enfitled to uttend und u vote of the Annuul Generul Meetiny is entitled to
dppoint one or more proxies to uttend und vote on his/her behulf. A proxy heed not be u member of the Compuny.

2. To be vulid, u form of proxy und the power of uttorney or other uuthority, if any, under which is sighed or u noturially
certified copy of such power or uuthority must be deposited with the Compuny’s principul office ut Suite No. 3, 31st Floor,
Sino Pluzu, 255-257 Gloucester Roud, Hony Kony. not less thun 48 hours before the time uppointed for the holding of the
Annuul Generul Meetiny or uny udjournment thereof. Completion und return of the form of proxy will hot preclude u
member from uttending und voting in person.

3. A form of proxy for the meeting will be enclosed with the uannual report.

4. If two or more persons ure joint holders of u shure of the Compuny, the vote of the senior who tenders u vote, whether in
person or by proxy, will be uccepted to the exclusion of the other joint holder(s). For the purpose, seniority shull be
determined by the order in which the humes stund in the reyister of members of the Compuny in respect of the joint
holdiny.

5. In relution to proposed Resolution 4A,4B und 4C ubove, upprovul is beiny sought from the member for the grunt to the
directors of u yenerul mundute to uuthorize the issue und repurchuse of shares pursuunt to the Rule Governing the Listing of
Securities on the Growth Enterprise Murket of The Stock Exchunge of Hony Kony Limited (the “GEM Listing Rules”). The
explunutory stutement reyuired by GEM Listing Rules in connection with the repurchuse mundute is contuined in u circulur
of the Compuny duted 30 Murch 2007 which will be disputched to members together with the unnudl report.

6. Mr. Zhuny Chuo Liunyg, Mr. Tsung Wai Sum und Mr. Wung Hon Chen will hold the office of u director until the Anhuul General
Meeting und Mr. Kwok Chi Shing und Mr. Yun, Duniel X.D. will retire ut the Annuul Generul Meeting und ull of the ubove
directors, beiny eligible, will offer themselves for re-election.. Brief biogruphicul detuils of the ubove directors ure set out in
Appendix Il to the circular of the Compuny duted 30 Murch, 2007

As ut the dute hereof, the Bourd comprises:

Executive Directors:

Mr. Yan, Daniel X.D.

Mr. Mk Shiu Chuny, Godfrey
Mr. Zhuny Chuo Liuny

Mr. Wanyg Hon Chen

Independent Nonh-executive Directors:
Mr. Yanyg Xigoping
Mr. Kwok Chi Shiny
Mr. Tsung Wui Sum



