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

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

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

This report, for which the directors of China Leason Investment Group Co., Limited 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 Exchange for the purpose of giving information with regard to China Leason Investment
Group Co., Limited. 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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HEAD OFFICE & PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

10/F., Kwong Fat Hong Building

1 Rumsey Street

Central

Hong Kong

REGISTERED OFFICE
Century Yard

Cricket Square
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P.O. Box 2681 GT

George Town

Grand Cayman

British West Indies
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OFFICE

Butterfield Bank (Cayman) Limited

Butterfield House

68 Fort Street

P.O. Box 705

George Town

Grand Cayman

Cayman lIslands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tengis Limited

Level 28, Three Pacific Place

1 Queen’s Road East

Hong Kong

PRINCIPAL BANKERS
Hong Kong and Shanghai Banking Corporation

CITIC Ka Wah Bank Ltd

AUDITORS
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China Leason Investment Group Co., Limited (the “Company”)
and its subsidiaries (collectively the “Group”) conducts business
principally through its operating arm in China (the “PRC”), namely,
Fujian Shine Science Company Limited and Shanghai Shine
Science Company Limited. The Company was incorporated in
Cayman Islands as an exempted company with limited liability in
July 2002 and was listed on the Growth Enterprise Market
("GEM”) of The Stock Exchange of Hong Kong Limited on 12
August 2003.

The Group is principally engaged in research and development
of software solutions specially targetting the financial and
securities sectors in the PRC. Headquartered in Fujian, the Group
has a development and servicing network covering cities including
Beijing, Shanghai, Shenzhen and Fuzhou where the national stock
exchanges and majority of the financial institutions’ headquarters
are based. The comprehensive spectrum of the Group’s software
solutions was centrally developed in our software development
centres in Fuzhou and Shanghai, and implemented, customised
and supported by our local servicing teams.

Through its years of corporate developments, the Group
succeeds in building up its reputation and brand prestige and
has experienced phenomenal growth. The Group is currently one
of the predominant, preferred solution providers of securities
community in the PRC, rendering hardware, peripherals and
professional services in complement to its corporate software
solution offerings. The Group’s products have received high
recognition especially in the domestic securities community.

As our corporate mission, the Group will work to enhance its
position to be the best solution provider for the financial and
securities sectors in China.

In order to diversify the Group’s business into other fields including
but not limited to energy development, on 1 June 2006, the
directors proposed to change the name of the Company from
“Shine Software (Holdings) Limited” to “China Leason Investment
Group Co., Limited”.
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Gorporate Profile
AT

The special resolution on the change of the name of the Company
from “Shine Software (Holdings) Limited” to “China Leason
Investment Group Co., Limited” was passed by the shareholders
of the Company at the extraordinary general meeting held on 29
June 2006. The change of name of the Company from “Shine
Software (Holdings) Limited” to “China Leason Investment Group
Co., Limited” took effect from 25 July 2006.
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Dear Shareholders,

| am pleased to present the audited financial results of the Group
for the year ended 31 December 2006.

OPERATION REVIEW

In the past year, China’s securities market revived from the
continuous sluggishness over the previous few years, both the
trading volume and the composite stock indices reaching new
highs. This provided a favorable development opportunity for the
Group’s business expansion of the provision of software solutions
to the finance and securities industry. However, due to the
increase in development costs for research and development as
well as product optimization, coupled with the increase in
administrative and promotional expenditures for exploring new
businesses, in the year of 2006, the Group recorded loss
attributable to shareholders of RMB6,591,000. Moreover, the
turnover volume decreased by 17.5% due to factors such as the
transition of product cycle.

In 2006, the Group actively engaged in the research of new
products and product optimization, as well as a range of
promotional campaigns for our corporate image and products.
In addition, in the second half of 2006, the Group opened new
offices in Beijing and Tinjian, respectively, to expand our business
in the northern region. It is expected that the ongoing
development of China’s securities market coupled with gradual
paid-off of our investments on new products development and
promotional campaigns for our corporate image and products,
would improve the Group’s profit and turnover volume.

Apart from active development, the Group also underwent
corporate restructuring to lower operation costs. In 2006, the
Group had disposed two subsidiaries engaged in non-core
businesses. In respect of internal management, the Group
continued to exercise rigorous cost control measures and
streamlined and systematized our corporate management
procedures in areas such as product planning, quality assurance
and staff training. We believe that those measures will create a
solid foundation for the Group’s long-term development.
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Ghairman’s Statement
EFHE

CHANGE OF COMPANY NAME AND BUSINESS
EXPANSION

On 1 June 2006, the directors proposed to change the
Company’s name from “Shine Software (Holdings) Limited ¥7 =,
B (#2A%) B IR 2 F)” into “China Leason Investment Group Co.,
Limited 1 B 5t ek = & £ E B R A F)”, in order to diversify the
Group’s business into other fields includes but not limited to
energy development. On 29 June 2006, the special resolution
for approving the name change was duly approved by the
shareholders at the extraordinary general meeting of the
Company. Following this change, the Group will become more
active in the research and development of new businesses.

OUTLOOK

The advantage of the continuous development of China’s
securities market and the a launch of new clearing products,
coupled with the Group’s leading position in the research and
development of software solutions for China’s finance and
securities industry, we are optimistic about the Group’s outlook
in the business of research and development of software solutions
for China’s finance and securities industry. Meanwhile, the Group
is active in the research of new investment projects. It is expected
that a number of promising businesses will be introduced in the
near future.

Finally, on behalf of the Board, | would also like this opportunity
to express our heartfelt gratitude to our shareholders, customers
and business associates for their continuous support to the
Group.

Wang Zhong Sheng
Chairman

28 March 2007
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Management Discussion and Analysis

BUSINESS REVIEW

MARKET REVIEW

In this year, the Group mainly focused on the research and
development of software solutions for the finance and securities
industry in the People’s Republic of China (“PRC”). China’s
securities market saw a market growth in 2006, with the
composite indices for both stock markets kept soaring throughout
the year. In particular, the Shanghai composite index increased
from 1163.88 on 1 January 2006 (the first trading day of the
year) to 2675.47 on 29 December 2006 (the last trading day of
the year). During the same period, the Shenzhen index raised
from 2873.53 to 6647.14. On 18 May 2006, the China Securities
Regulatory Commission released the new management
mechanism for Initial Public Offer (“IPO”), reactivating IPO
activities. By the end of 2006, there were 15 and 55 new listing
on the Shanghai Stock Exchange and Shenzhen counterpart
respectively. The frequent IPOs stimulated investor’s investment
passion resulting in an active market which benefited business
development of securities companies.

Meanwhile, the regulatory bodies has been constantly increasing
its regulatory power over securities companies, and grade
securities companies based on their risk prevention capability
and business development, etc., so as to screen out quality
companies. As a result, the competitiveness of quality securities
companies will be strengthened continuously. Currently, the
number of the innovative type and the regulatory type of securities
companies is accounting for nearly half of the total in the PRC.
Following further segmentation and optimization of securities
companies’ clients, the Group’s competitive strength as a provider
of professional information technology for the securities industry
will become more prominent. This will also drive the Group’s
business development.

In respect of market share, the Group remains the leader of the
industry that focuses on the research and development of
software solutions for the finance and securities industry in the
PRC. With the exception of a few giant securities companies
which develop their own trading platforms, most securities
companies in China are still using the Group’s platform products
as trading platform. Therefore, the Group would directly benefit
from the rapid development of the Chinese stock market.
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Management Discussion and Analysis

CEE R E Y A

RESTRUCTURING

Furthermore, in order to optimize the Group’s internal structure
and lower operation costs, Shanghai Xingyishi Management
Consulting Company Limited (“Xingyishi”), 60% interest of which
was owned by the Group, has ceased its operation during the
year. Xingyisi was principally engaged in the provision of computer
and management consultancy services. Since its operation has
gradually ceased, the Directors considered that the disposal of
operations of Xinyishi will be beneficial to the Group in respect of
resource consolidation and development objectives.

The Directors consider the Group has competitive advantage in
areas relating to securities clearing business and capital market
related-clearance, and most of the Group’s clients are engaging
in securities and other financial business. The Company’s
subsidiary, Shenzhen Yingitong Technology Limited (Shenzhen
Yingitong”), which mainly targets large corporation as its
customers showed no significant improvements after operations
for more than a year. In addition, given its business was apparently
different from major business of the Group, thus the Group’s
competitive edges and client bases could not be effectively
utilized, after careful consideration by the Board, the Group
disposed Shenzhen Yingitong to an independent third party
during the year. The Directors considerd that the disposal of the
subsidiary has no material effect to the overall business of the
Group.

PRODUCT DEVELOPMENT

During the year, the Group invested approximately
RMB10,404,000 in product development, which was mainly used
for the existing products and the securities business platform.

During the year, the Group continued to recruit people with
relevant expertise to enhance its integrated capabilities on
research, development and product implementation.

In light of the ever-changing securities information technology
industry, it is crucial that the Group reviews its development
projects regularly. During the last year the Group actively invested
in the development of products with huge potential. Among these,
the Board considers that the Shine Securities Integrated
Management Platform 6.0, a new generation of clearing platform,
is with the greatest potential. Its development was completed
on schedule and it was launched before the end of the year. The
Group will continue product development and system integration
in response to customer demand and the outcome of market
research.
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Management Discussion and Analysis

To cope with the increased demand on maintenance and repair,
on 29 January 2007 the Group purchased from an independent
third party a system that integrates various applications (including
providing network monitoring and security, collecting the
network’s operation data and storing the data in an integrated
database, analyzing the network’s operation data and generating
analysis reports) at a consideration of RMB4,800,000. This
system allows the Group to automate several maintenance and
repair tasks, and to reduce the time technicians need to spend
on clients’ maintenance and repair services. The details of this
transaction were set out in the circular dated 7 February 2007.

FINANCIAL REVIEW

TURNOVER

Turnover by business operations for the two consecutive year
ended 31 December 2006 was summarised as follows:
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RMB’000 RMB’000

AR T ARETIT

Sales of software M IHE 16,387 23,732

Sales of hardware EiEEE 764 2 341
Maintenances and #E R E A RS

other services fee = 8,622 5173

Total @Et 25,773 31,246

The Group recorded a consolidated turnover of RMB25,773,000
for the year, representing a decrease of approximately 17.5%
compared with last year. The decrease was mainly attributable
to:

° Development cycle of Products: the Group’s new product,
the Shine Securities Integrated Management Platform 6.0,
was launched in the forth quarter of the year to replace
its older version. The transitional period between new and
old products resulted in a decrease of sales volume,
especially the sale volume in the forth quarter;

° Since the Shine Securities Integrated Management
Platform 6.0 was just launched in the forth quarter of 2006,
most installation and testing tasks and handover were
still pending following sales. Therefore, many signed sales
contracts were yet to be booked.
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Management Discussion and Analysis

CEE R E Y A

Loss attributable to shareholders was approximately
RMB6,591,000, compared with profit attributable to shareholders
of approximately RMB938,000 for last year, mainly due to:

° gross profit margin for the year was approximately 59.7 %,
compared with approximately 65.6% for last year resulting
from downward adjustment of selling price of the Group’s
products in response to competition in the securities
clearing software market;

° In connection with the launch of the new product and the
promotion of the Group’s corporate image, there was an
increase in promotional and product launch expenses;

° In order to expand new business, the Group invested part
of the resources in the feasibility study of the expansion
of new businesses and therefore, incurred an increase in
administrative expense; and

o An increase in directors’ remuneration.

OTHER REVENUES

The major revenue was the tax refund on value added tax for the
sales and distribution of the Group’s own software. The amount
was similar to that of last year.

DISTRIBUTION EXPENSES

The cost of market promotion was the major expense. In order
to promote the new product and the Group’s corporate image,
the implementation of a series of marketing campaigns resulted
in increased distribution expenses.

GENERAL AND ADMINISTRATIVE EXPENSES
Professional and office expenditures were the major elements.
These costs saw an increase compared with that of last year,
mainly due to:

° In order to expand new business, the Group invested part
of the resources in the feasibility study of the expansion
of new businesses, and therefore, incurred additional
administrative expenses;

° An increase in directors’ remuneration; and
° The opening of two new offices in Beijing and Tinjian,

respectively, resulted in an increase of expenditure in
relation to rental and salaries, etc.
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Management Discussion and Analysis

OTHER OPERATING EXPENSES

The other operating expenses were approximately
RMB7,214,000 in the year, while it was approximately
RMB8,683,000 in the previous year, and the decrease was mainly
due to the net effect of:

° A decrease in provision for bad and doubtful debts based
on ageing from approximately RMB3,700,000 in 2005 to
Nil in 2006;

° A increase in impairment of intangible assets from
approximately RMB483,000 in 2005 to RMB2,517,000
in 2006.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31st December 2006, the Group had net assets of
approximately RMB42,328,000, including total cash, bank and
deposits balances of approximately RMB15,009,000. The Group
has implemented disciplined financial and risk managements.
The Group’s gearing ratio, calculated by dividing Group’s total
external borrowings by its shareholders fund, was zero. Further,
the Group had not charged on any of its assets as at 31st
December 2006.

During the year, the Group has not entered into any material
transactions or significant investment which are classified as
notifiable transactions as defined under Chapter 19 of the GEM
Listing Rules.

FOREIGN EXCHANGE EXPOSURE

Most of the Group’s operating transactions, assets and liabilities
are primarily denominated in either Renminbi or Hong Kong dollar,
The Directors believes that Renminbi will remain relatively stable
against Hong Kong dollar in the foreseeable future and considers
the Group’s present exposure to exchange risk is relatively
minimal. Currently, no financial arrangements have been
implemented for hedging purpose. Nevertheless, the Directors
will closely monitor and from time to time reassess the exchange
risk exposures of the Group and enter into non-speculative
hedging arrangements if considered necessary.

SEGMENTAL INFORMATION
The segmental information of the Group was disclosed in note
13 to the financial statements.
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Management Discussion and Analysis

CEE R E Y A

EMPLOYEES

As a software solution provider, people are the Group’s most
valuable assets. Accordingly, human resources framework is one
of the Group’s critical strategic policies.

The Group is a “people-oriented” and “equal opportunity”
employer whereas its staff selection and promotion process will
only be determined with reference to employees’ own merits and
their competency in relation to their responsibility. Employee
remuneration includes basic salaries and benefits-in-kind such
as medical and insurance coverage, retirement benefits scheme,
and other discretionary incentives etc.

Employee remuneration is maintained at market competitive level
and will be regularly reviewed within the general framework of
the Group’s human resources system. Remuneration policy is
basically determined with reference to individual performance as
well as financial results of the Group which will be revised from
time to time when performances of staff is warranted.

As at 31 December 2006, the Group had an aggregate of 200
employees, of which 117 were research and development staff,
24 were engineering and customer service staff. Staff cost,
including directors’ emoluments, was approximately
RMB16,603,000 (2005: RMB15,980,000) for the year ended
31 December 2006.
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CORPORATE GOVERNANCE PRACTICES

(a)

(b)

Application of Corporate Governance
Principles

The Group is committed to promoting good corporate
governance, with the objectives of (i) the maintenance of
responsible decision making, (ii) the improvement in
transparency and disclosure of information to
shareholders, (i) the continuance of respect for the rights
of shareholders and the recognition of the legitimate
interests of shareholders, and (iv) the improvement in
management of risk and the enhancement of performance
by the Group. The Group has applied the principles set
out in the Code on Corporate Governance Practices
("HKSE Code”) contained in Appendix 15 of the Rules
Governing the Listing of Securities on the Growth
Enterprise Market of The Stock Exchange of Hong Kong
Limited (“GEM Listing Rules”) with these objectives in
mind.

Promulgation of Company’s Corporate
Governance Code

To this end, the Group has promulgated a set of Code on
Corporate Governance (“Company Code”) which sets out
the corporate standards and practices used by the Group
to direct and manage its business affairs. It is prepared
by referencing to the principles, code provisions and
recommended best practices set out in the HKSE Code,
which came into effect on 1 January 2005. In addition to
formalizing existing corporate governance principles and
practices, the Company Code also serves the purpose of
assimilating existing practices with benchmarks
prescribed by the HKSE Code and ultimately ensuring
high transparency and accountability to the Group’s
shareholders.
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cﬂmﬂrale Governance Report
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(c) Compliance of Company and HKSE’s Code’s
Provisions
The Group has complied with all provisions in the
Company Code and the HKSE Code with the deviations
mentioned below.

On 12 August 2005, the Company set up the following
board committees and adopted the company code, being
its own code on corporate governance: —

(@) Remuneration Committee;
(b) Nomination Committee.

The Company Code contains all the Code Provisions of
the HKSE Code and other provisions.

SECURITIES TRANSACTIONS BY DIRECTORS

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

BOARD COMPOSITION

The Board of Directors (“Board”) of the Company is entrusted
with the overall responsibility for promoting the success of the
Company by the direction and supervision of the Company’s
business and affairs.

The Board comprises a total of eight Directors, with two Executive
Directors, namely, Mr. Wang Zhong Sheng (Chairman) and Mr.
Shi Liang; three Non-executive Directors, namely Mr. Chang Jian,
Mr. Kwok Shun Tim and Mr. Ye Jinxing and three Independent
Non-executive Directors, namely, Mr. Luo Wei Kun, Mr. Yan Chang
Ming and Ms. Pang Yuk Fong. Ms. Pang Yuk Fong has
appropriate professional qualifications, accounting and financial
management expertise as required under the Listing Rules.
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Each of the Independent Non-executive Directors has made an
annual confirmation of independence pursuant to Rule 5.09 of
the Listing Rules. The Company is of the view that all Independent
Non-executive Directors meet the independence guidelines set
out in Rule 5.09 of the GEM Listing Rules and are independent
in accordance with the terms of the guidelines.

APPOINTMENT TERMS OF NON-EXECUTIVE
DIRECTORS

Under Code Provision of the HKSE Code non-executive directors
should be appointed for specific terms, subject to re-election.
Currently, the Non-executive Directors and the Independent Non-
executive Directors have no set term of office but are subject to
retirement by rotation at annual general meetings of the Company
in accordance with the Company’s Articles of Association.

ROLES OF DIRECTORS

The Board assumes responsibility for leadership and control of
the Company and is collectively responsible for appointing and
supervising senior management to ensure that the operations of
the Group are conducted in accordance with the objectives of
the Group. The principal roles of the Board are:

° to lay down the Group’s objectives, strategies, policies
and business plan;

° to monitor and control operating and financial performance
through the determination of the annual budget; and

° to set appropriate policies to manage risks in pursuit of
the Group’s strategic objectives.

The Board is directly accountable to the shareholders and is
responsible for preparing the accounts.

DELEGATION BY THE BOARD

The Board has delegated the day-to-day management
responsibility to the management staff under the instruction/
supervision of the Board.
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The management staff of the Company are principally responsible
for:

1. exercising all such other powers and perform all such other
acts as may be exercised and performed by the Directors,
save and except for those that may specifically be reserved
by the Board/or thee committees set up by the Board for
decision and implementation; or those that may only be
exercised by the Board pursuant to the memorandum and
articles of association of the Company, the GEM Listing
Rules and other applicable Laws and regulations.

2. formulating and implementing policies for business
actives, internal controls and administration of the
Company;

3. planning and deciding the Company’s strategies on its
business activities; and

4. keeping proper written records of its decisions taken which
may be inspected by any members of the Board or the
Board committees upon request.

The Board will review those arrangements on a periodic basis to
ensure that they remain appropriate to the needs of the Group.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
(“CEO”)

Under the Code Provision A.2.1 of the HKSE Code, the roles of
chairman and CEO should be separate and should not be
performed by the same individual. Currently, the Company does
not comply with such Code Provision since the company does
not have any person holding the title of CEO. Mr. Wang Zhong
Sheng is the Chairman of the Board and is also performing the
functions of CEO. The Board meets regularly to consider major
matters affecting the business and operations of the Group. The
Board considers that this structure will not impair the balance of
power and authority between the Board and management and
believes that this structure enables the Group to make and
implement decision promptly and efficiently.
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BOARD OPERATION

Regular Board meetings are held normally every three months,
with additional meeting arranged, if and when required. In 20086,
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R BERBER

the Board held 17 meetings. The attendance record of each X &# - REFCKENHFLELT ¢

member of the Board is set out below:

Executive Directors

HITES

Mr. Wang Zhong Sheng (Chairman)

ITRBEE (EE)
Mr. Shi Liang

Mese k&

Mr. Ye Jinxing

Ke®Ast

Ms Gu Yun
BEZ+

Mr. Qiu Yixin

B — 0

Mr. Chen Yunrong
BR=IRSEHE

Ms. Li Xiaoyuan
=\

Mr. Jiang Yulai
=P

Non-executive Director:

FHITES

Mr. Chang Jian
BREE

Mr. Kwok Shum Tim
BRI E

Mr. Ye Jinxing

Ee@it

Mr. Chen Qun
PFREE &

Independent Non-executive Directors:

BUFATES

Mr. Luo Wei Kun
EHERE

Mr. Yan Chang Ming
BRALE

Ms. Pang Yuk Fong
ZEFLL

Mr. Choy Tak Ho
B

Mr. Liu Bo
28 5 A4

Mr. Sin Ka Man
HEREEE

(appointed on 16 May 2006)
(R-_ZBEFRA+ BEZMDT)
(appornted on 16 May 2006)
(R-ZEEZFRA+HEZMDT)
(redesignated as non-executive director
on 16 May 2006)
(RZ2EERNFRA+TNHEEFZK
RIEFATTESR)

(resigned on 16 May 2006)
(B/\\ gf/\iﬁﬁ "i’/\ H %t{frt)
(resigned on 16 May 2006)
(R=—ZZTXEFRA+/BEMD
(resigned on 16 May 2006)
(M—ZZEEXRFRA+NHBEDT
(resigned on 16 May 2006)
(R=ZZTXERA+/BEMD
(resigned on 16 May 2006)
(RZZEZRNFRA T BHET

(appointed on 16 May 2006)
(RZZEERFRATAEEZM
(appornted on 16 May 2006)
(R-ZBERFRA+ BEZMDT)
(redesignated as non-executive director
on 16 May 2006)
(RM-EERFRA+HEEHFEZK
RIFITES)

(resigned on 16 May 2006)
(R—ZEXFRA+SHEBEMD

(appointed on 15 August 2006)
(RZZEZRFNA+THEAEZMT)
(appointed on 15 August 2006)
(RZZEZRNFNA+EHEZMT)
(appointed on 15 August 2006)
(RZZEZRENATHAEEZME)
(resigned on 15 August 2006)
(R—ZEZRFNA+EHED
(resrgned on 15 August 2006)
(RZZEZRNFNA+HEHED
(resrgned on 15 August 2006)
(ﬁ/\f == /\ﬂz/\ﬂ "i’ﬁ H %t{frt)

Attendance
i fE =
6/17

6/17

10/17

11/17
10/17
10/17

717

8/17

2/17

217

10/17

8/17

2/17
217
2/17
8/17
117

10/17
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Directors are free to contribute alternative views at meetings and
major decisions would only be taken after deliberation at Board
meetings. Directors who are considered having conflict of
interests or material interests in the proposed transactions or
issues to be discussed would not be counted in the quorum of
meeting and would abstain from voting on the relevant resolution.
Minutes of the Board/committee meetings are kept by the
Company Secretary and are open for inspection by Directors.

All Directors have access to the Company Secretary who is
responsible for ensuring that the Board procedures are complied
with, and advising the Board on compliance matters.

DIRECTORS’ DUTIES

Every Director is kept abreast of his responsibilities as a director
of the Company and of the conduct, business activities and
development of the Company:

° A comprehensive director’s handbook is issued to every
Director, which sets out guidelines on conduct by making
reference to the relevant sections of the statutes or the
GEM Listing Rules, and reminds Directors of their
responsibilities in making disclosure of their interests and
potential conflict of interests.

° Orientation programmes are organised for providing
induction to new Directors to help them familiarise with
the Company’s management, business and governance
practices.

° Management provides appropriate and sufficient
information to Directors and the committee members in a
timely manner to keep them apprised of the latest
development of the Group and enable them to discharge
their responsibilities. Directors also have independent and
unrestricted access to senior executives of the Company.
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CONDUCT ON SHARE DEALINGS

The Company has adopted a code of conduct regarding
securities transactions by Directors on terms no less exacting
than the required standard of dealings as referred to in Rules
5.48 to 5.67 of the GEM Listing Rules. The Company, having
made specific enquiries to its directors and supervisors, confirms
that, throughout the financial year ended 31 December 2006, all
directors and supervisors met the criteria laid down in the said
code for securities transactions by directors.

REMUNERATION OF DIRECTORS
As mentioned above, a remuneration committee was established
on 12 August 2005 for, inter alia, the following purposes: —

(@) to make recommendations to the Board on policies and
structure for remuneration of directors and senior
management and on the establishment of a formal and
transparent procedure for developing policy on such
remuneration;

(b) to determine the remuneration packages for executive
directors and senior management and to make
recommendations to the board on the remuneration of
non-executive directors.

The Remuneration Committee is made up of all of the Company’s
Independent Non-executive Directors, namely, Mr. Luo Wei Kun,
Mr. Yan Chang Ming (Chairman) and Ms. Pang Yuk Fong. The
duty of Remuneration Committee is to review and determine the
remuneration policy and packages of the executive directors and
executives.
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In 2006, the Remuneration Committee held one meeting. The HMEZESR T RNFLBEIT—AZH - &%
attendance record of each member of the Committee is set out E\@EJZ SHHFLENT
below:

Attendance

HE =R

Mr. Luo Wei Kun (appointed on 15 August 2006) 1/1
EHERE (RZZEZERFN\A+LREZE)
Mr. Yan Chong Ming (Chairman) (appointed on 15 August 2006) 1/1
BRBPLE (FF) (RZZEERNFENATHBEZE)
Ms. Pang Kuk Fong (appointed on 15 August 2006) 1/1
ZEFLL (RZZEZERENATHAEEZME)
Mr. Sin Ka Man (resigned on 15 August 2006) 0/1
EREEE (RZZEZTRFE/N\AT+LBET
Mr. Choy Tak Ho (resigned on 15 August 2006) 01
BB A (R=ZZEZRFENATHBET
Mr. Liu Bo (resigned on 15 August 2006) 0/1
2% 55 4 (RZZEZRENATOHET

At the meeting, members of the Remuneration Committee &+ - HFMEZE K ECREE THEE (WMREEAQ
reviewed the remuneration packages and overall benefits of the &I FTIR LBV FEM /538 i@ /) - X%%%‘TE EHE
Directors by taking into account factors such as remuneration Bt M AN EBEE B IZ) sl BB OIS R EE
packages and benefits offered by comparable companies, the &% °

respective contribution of each of the Directors to the Group

and the business objectives of the Group.

The Executive Directors of the Company is responsible for ARRITEEZBERFATAEEBEHNEE LT
reviewing all relevant remuneration data and market conditions ~ JtA M @RI 8 T RIBEREB BT S - WA FH
as well as the performance of individuals and the profitability of MZE&REEEBRIERITEERITHRAEZ
the Group, and proposing to the Remuneration Committee for — #rBi#F &

consideration and approval, remuneration packages for the
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executive directors and executives.

NOMINATION OF DIRECTORS REES
As mentioned above, a Nomination Committee was established a0 Eill - IRREZEEB@ER _EERFNA+ =
on 12 August 2005 for, inter alia, the following purposes: — A EFEMRE:

(@)  to review the structure, size and composition (including (a) 1A ZBEFSHWER - SR LAEAR (BER
the skills, knowledge and experience) of the Board; B2 - A R A8

(o)  to identify individuals suitably qualified to become Board (o) M@ EBEEAERKAEZTERENA
members and make recommendations to the Board on T WREEFREZEEENEZE S &
the selection of individuals nominated for directorship; and

(c)  to make recommendations to the Board on relevant (¢) MEZTHXEHNETEETNES 2 EI
matters relating to the appointment or reappointment of EERNEENESSRLES °
directors and succession planning for directors.
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The Nomination Committee is made up of all of the Company’s
Independent Non-executive Directors, namely Mr. Luo Wei Kun,
Mr. Yan Cheng Ming (Chairman) and Ms. Pang Yuk Fong.

EEELGRSE

RAZBEEAARAEMBIUIFNTERTEN -
BRERELLE BRBAEE (TR EZEFX

In 2006, the Nomination Committee held one meeting. The RELZEZEE@N T NELRIT—REH - RE
attendance record of each member of the Committee is set out E &K EMEFE LT
below:

Attendance

HE =R

Mr. Luo Wei Kun (appointed on 15 August 2006) 1/1
BEETE (RZZEZERENATHAEEZME)
Mr. Yan Chong Ming (Chairman) (appointed on 15 August 2006) 1/1
BRALEE (FE) (RZZEZERENATHBREZME)
Ms. Pang Kuk Fong (appointed on 15 August 2006) 1/1
ZEFLL (RZZEZRENATHERAEZME)
Mr. Sin Ka Man (resigned on 15 August 2006) 0/1
HERGEE (RZZEZTRENATOBET
Mr. Choy Tak Ho (resigned on 15 August 2006) 0/1
BB E (R=ZZEZTAFNATHBEMT
Mr. Liu Bo (resigned on 15 August 2006) 0/1
208 55 A4 (R=ZZEZRENATHBET

At the meeting, the Nomination Committee reviewed the
structure, size and composition of the Company’s Board of
Directors, makes reference to criteria including, inter alia,
reputation for integrity, accomplishment and experience in the
relevant industry, professional and educational background, and
commitment in respect of available time and relevant interest.
The Nomination Committee was satisfied with the existing
composition of the Company’s Board of Directors and
recommended no change in the near term.

L REZREERMI TARREFTEMRE
RERAR  HIT2ZERBEERALHOH
& HERBUTEORRELRER  HEXRIE
BRAMERANREE - 8EENNHNER R
HHEBARENRLIE - RRZBEQMEARAE
ZEeNRAHES  ERNEHRNBAES -
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AUDIT COMMITTEE

The Company’s Audit Committee was established on 28 July
2003 and is currently composed of all three Independent Non-
executive Directors of the Company, namely, Mr. Luo Wei Kun,
Mr. Yan Chang Ming and Ms. Pang Yuk Fong (Chairman). The
primary duties of the Audit Committee are (a) to review the Group’s
annual reports, financial statements, interim reports and quarterly
reports; (b) To serve as a focal point for communication between
Directors, the external auditors and internal auditors; (c) To assist
the Board in fulfilling its responsibilities by providing an
independent review and supervision of financial reporting, and
the effectiveness of the Group’s internal control system; and (d)
To review the appointment of external auditors on an annual basis
as well as to ensure independence of the continuing auditor.

In 20086, the Audit Committee held four meetings. The attendance
record of each member of the Committee is set out below:

EREES
RRRNEZEZEEN _TT=F+A=-+/\H
PR MEKBBIERARF2E =R B IFNTT
ERE®ESLE BRAREREEFZLE (X
B) - BREZEGZIZRERQFLEEENSF
R MBHE - PHRERFTERS - OIF/E
= IMNEEEE R ASZEE BN — @R ERE
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Attendance

Hi i

Mr. Luo Wei Kun (appointed on 15 August 2006) 2/4
BEETE (RZZEZERENATHAEEZME)

Mr. Yan Chong Ming (appointed on 15 August 2006) 2/4
B RALE (RZZEZRFNATHEAEZMT)

Ms. Pang Kuk Fong (Chairman) (appointed on 15 August 2006) 2/4
ZEFLL(ER) (R=ZZEZRENA+THERAEZME)

Mr. Sin Ka Man (resigned on 15 August 2006) 2/4
HERGEE (RZZEZRENATOBET

Mr. Choy Tak Ho (resigned on 15 August 2006) 2/4
BB E (R=ZZEZTAFNATHBEMT

Mr. Liu Bo (resigned on 15 August 2006) 1/4
208 55 4 (R=ZZEZRFENATHBET

At the meetings, the Audit Committee has carefully reviewed the
Company'’s quarterly, half-yearly and annual results and its system
of internal control and has made suggestions to improve them.
The Committee also carried out and discharged its other duties
set out in HKSE Code. In the course of doing so, the Committee
has met the company’s management and qualified accountant
several times during 2006. Each member of the Audit Committee
has unrestricted access to the Group’s external auditors and the
Management.
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ACCOUNTABILITY AND AUDIT

Financial reporting

The Directors are responsible for overseeing the preparation of
the annual accounts which give a true and fair view of the Group’s
state of affairs of the results and cash flow for the year. In
preparing the accounts for the year ended 31 December 2006,
the Directors have:

° adopted suitable accounting policies and applied them
consistently; and

° made judgements and estimates that are prudent and
reasonable; and ensured the accounts are prepared on a
going concern basis.

The company recognises that high quality corporate reporting is
important in reinforcing the trust relationship between the
company and the its stakeholders and aims at presenting a
balanced, clear and comprehensible assessment of the
Company’s performance, position and prospects in all corporate
communications. The annual, interim and quarterly results of the
Company are announced in a timely manner within the required
limits after the end of the relevant periods.

Internal Control

The Board, through the Audit Committee, has reviewed the
effectiveness of the Company’s system of internal control over
financial, operational and compliance issues for the year 20086.
The Audit Committee concluded that, in general, the Company
has set up a sound control environment and installed necessary
control mechanisms to monitor and correct noncompliance. The
Board, through the review of the Audit Committee, is satisfied
that the Group in 20086, fully complied with the code provisions
on internal controls as set forth in the Code.
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External Auditors

The Group’s external auditors are CCIF CPA Limited. The Audit
Committee is mandated to ensure continuing auditors’ objectivity
and safeguard independence of the auditors, and it has:

° determined the framework for the type and authorisation
of non-audit services for which the external auditors may
provide. In general, the engagement of the external
auditors to perform non-audit services is prohibited except
for tax related services; and

° agreed with the Board on the policy relating to the hiring
of employees or former employees of the external auditors
and monitored the applications of such policy.

During 2006, the fees paid to the Company’s external auditors
for audit services amounted to RMB385,000 and for non-audit
related activities amounted to RMB50,000.

The Group has not employed any staff who was formerly involved
in the Group’s statutory audit.

Corporate Communication

The Group recognizes the importance of shareholder feedback
and the need for ongoing communication with its stakeholders,
including the general public, investors, and the institutional and
individual shareholders. The Company published annual, interim
and quarterly reports which contained detailed information about
the Group. Inquiries by shareholders are directed and dealt with
by senior management of the Group.
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DIRECTOR

EXECUTIVE DIRECTOR

Mr. Wang Zhong Sheng (“Mr. Wang”), aged 43, has been
appointed as Chairman of the Board, an executive Director and
the compliance officer of the Company since May 2006. From 9
January 2004 to 26 May 2006, Mr. Wang was an executive
director of Tianjin Tianlian Public Utilities Company Limited
(“Tianjin Tianlian”), a company listed on the Growth Enterprise
Market of the Stock Exchange (Stock Code: 8290), and was
responsible for its business strategies. He graduated from the
University of Tainjin with a bachelor degree in engineering in 1984.
Mr. Wang is also a director of Tianjin Leason Investment Group
Company Limited (KE MR 1&E S B AR A F]). Mr. Wang is
a director of Jumbo Lane Investments Limited and is beneficially
interested in 86% of the entire issued share capital of Jumbo
Lane Investments Limited, a substantial shareholder of the
company which holds 354,750,000 Shares, representing
approximately 75% of the issued share capital of the Company
as at the date of this report. Accordingly, Mr. Wang is deemed to
be interested in these 354,750,000 Shares under the SFO.

Mr. Shi Liang (“Mr. Shi”), aged 38, has been appointed as an
executive Director since May 2006. Mr. Shi graduated with a
bachelor degree in Material Science in the Shanghai University
of Science and Technology of the PRC and a master degree in
management from the Business School of the People’s University
in the PRC. He was a vice general manager of Tianjin Tianlian.
He had worked for Jiangsu Nan Tong Electric Melter Company
and Electronic Industrial Division Basic Products Department.
He had also worked for Jiangsu Hua Yong Electronic Group
Company as deputy manager of international cooperation
department and secretary to the board of directors. He had also
held various positions as a project manager, senior manager and
an assistant to executive director in the investment banking of
United Securities Limited, a securities company in the PRC.
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NON-EXECUTIVE DIRECTOR

Mr. Ye Jinxing, aged 39, has been a director of the Company
since July 2002 and was redesigned as a non-executive Director
on 16 May 2006. He is a senior economist. He joined the Group
in October 2000 and has been in charge of the Group’s overall
financial management, strategic capital planning and treasury
functions of the Group. Mr. Ye previously held various managerial
positions at the Quanzhou City Branch of Industrial and
Commercial Bank of China in Fujian Province from 1990 to 1994
and Minfa Securities Company Limited from 1994 to 1999. Mr.
Ye has over 13 years of experience and in-depth knowledge in
domestic banking, capital and money markets. Mr. Ye was
awarded a bachelor’s degree in economics from the Jiangxi
College of Finance and Economics in 1990.

Mr. Chang Jian (“Mr. Chang”), aged 42, has been appointed as a
non-executive Director since May 2006. Mr Chang is currently a
supervisor of Tianjin Tianlian and has been working in its
corporate management department. Mr. Chang graduated from
the Beijing Technical College of Economics (1 5 4% 75 2252 ) with
concentration on Safe Engineering studies. Mr. Chang is a director
of Jumbo Lane Investments Limited and owns 7% interest in
Jumbo Lane Investments Limited.

Mr. Kwok Shun Tim (“Mr. Kwok”), aged 32, has been appointed
as a non-executive Director since May 2006. Mr. Kwok is currently
the company secretary and chief financial officer of Tianjin
Tianlian. Mr. Kwok graduated from the Hong Kong University of
Science and Technology and also obtained a master degree in
China Business Studies from the Hong Kong Polytechnic
University. Mr. Kwok has experience in the field of audit, corporate
finance and financial management, Mr. Kwok is a director of
Jumbo Lane Investments Limited and owns 7% interest in Jumbo
Lane Investments Limited.
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INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Luo Wei Kun, aged 67, has been a director of the Company
since August 2006. He graduated from the Tsinghua University
with a bachelor’s degree in civil engineering in 1964 and started
postgraduate studies in the same year. He was awarded a
postgraduate diploma in civil engineering in 1967. He acted as a
technician in Wuhan Branch of the Chinese Medicine Industrial
Limited during 1968 to 1969 and as a technician, deputy section
chief, section chief, engineer and vice chief engineer in the State
Ministry of Medicine - Hubei Medical Manufactory Branch during
1969 to 1985. He then worked as a senior engineer, section
chief and assistant factory manager in Tianjin Second Coal Gas
Factory during 1986 to 1992. From 1992 to 2000, he acted as a
vice chief engineer in Tianjin Utility Department and at the same
time, worked as a chief engineer in Tianjin City Gas Administrative
Office. After his retirement in March 2000, Mr. Luo acted as a
consultant of Tianjin City Gas Administrative Office and Tianjin
City Gas Planning Office. Currently, he is an independent non-
executive director of Tianjin Tianlian.

Mr. Yan Changming, aged 43, has been a director of the Company
since August 2006. He graduated from the Tsinghua University
with a bachelor’s degree in chemical engineering in 1986. He
also obtained a master degree in chemical engineering from the
Tsinghua University and University of Ottawa in 1989 and 1994,
respectively. Since 1994, he has been acting as the President of
Canada Cadavisa Investment Consulting Inc. Currently, he is the
vice president and secretary general of the Chamber of
Commerce of Chinese Western Returned Association and the
Canada Branch of Chinese Western Returned Association. He
is also the vice secretary general of all Federation of Returned
Oversea Chinese.
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Ms. Pang Yuk Fong, aged 40, has been a director of the Company
since August 2006. She is an experienced practicing certified
public accountant in Hong Kong with over 18 years’ professional
experience in the accounting and auditing. She is a fellow member
of the Association of Chartered Certified Accountants and the
Hong Kong Institute of Certified Public Accountants, an associate
member of the Hong Kong Institute of Company Secretaries and
the Institute of Chartered Secretaries and Administrators. Ms.
Pang holds a master of professional accounting degree from the
Hong Kong Polytechnic University. Ms. Pang’s professional career
started in Deloitte Touche Tohmatsu. She has been the principal
partner in Y. F. Pang & Co., Certified Public Accountants since
1990’s and the managing director of AMC First Plan International
Limited which is engaged in business advisory services in the
Asia Pacific region. Ms. Pang was appointed by the Cuilong
Copper International Holding Limited in 2006 as its independent
non-executive director.

SENIOR MANAGEMENT

Ms. Gu Yun, aged 55, was the division head of software
development. Ms. Gu graduated from the Xiamen University in
1985 majoring in finance in the Department of Finance and
Banking. She joined the Group in December 1997 and assumes
responsibility for strategic planning and business development
of the Group. Before joining the Group, Ms. Gu worked in the
Fujian Branch of the People’s Bank of China from 1976 to 1992
and had been a vice general manager in Fujian Securities Trading
Centre. Ms. Gu has good and extensive business connections
and has a broad range of experiences in the domestic securities
and banking industries dating back to 1980s.

Mr. Lam Kit Sun, aged 30, has been appointed as the company
secretary, qualified accountant and authorized representative of
the Company since May 2006. Mr. Lam is an associate member
of the Hong Kong Institute of Certified Public Accountants, the
Hong Kong Institute of Company Secretaries and Institute of
Chartered Secretaries and Administrators. He is also a member
of the Association of Chartered Certified Accountants and
Institute of Internal Auditors. He graduated with a bachelor degree
in accounting from Hong Kong University of Science and
Technology. Prior to joining the Group, Mr. Lam has over 7 years
of experience in auditing and had worked in an international
accountancy firm in Hong Kong for over 4 years.
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The directors of China Leason Investment Group Co., Limited
(the “Company”) present their annual report and the audited
consolidated financial statements of the Company and its
subsidiaries (the “Group”) for the year ended 31 December 20086.

CHANGE OF COMPANY NAME

Pursuant to a special resolution passed at an extraordinary
meeting held on 29 June 2006, the name of the Company was
changed from Shine Software (Holdings) Limited to China Leason
Investment Group Co., Limited.

PRINCIPAL ACTIVITIES

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

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2006
are set out in the consolidated income statement on page 44.

The state of affairs of the Group and the Company as at 31
December 2006 are set out in the balance sheets on pages 45
and 46 respectively. The cash flows of the Group are set out in
the consolidated cash flow statement on pages 49 and 50.

The directors of the Company do not recommend the payment
of a dividend.

SHARE CAPITAL AND RESERVES
Details of the movements in share capital of the Company during
the year are set out in note 27 to the financial statements.

Movements in the reserves of the Group and the Company during
the year are set out in note 28 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and equipment of
the Group are set out in note 14 to the financial statements.
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The directors of the Company who held office during the year AR BRRFERNZETESMT ¢
were:

Executive Directors

HITES
Mr. Wang Zhong Sheng (Chairman) (appointed on 16 May 2006)
TREBLE (£E) (M-EERFRA+HEZMDT)
Mr. Shi Liang (appointed on 16 May 2006)
s (R-_EEFRA+HEZMDT)
Mr. Ye Jinxing (redesignated as non-executive director on 16 May 2006)
HEe@isE (RZEZREFRAT"ABEHRZRAIFNTES)
Ms. Gu Yun (resigned on 16 May 2006)
BEEx L (RZZEZRFRHAT/HEE)
Mr. Qiu Yixin (resigned on 16 May 2006)
M= AE (RZEERFRHA T NHEBEMT)
Mr. Chen Yunrong (resigned on 16 May 2006)
PREBITAE (R—ZEERFRHA+NHEMET)
Ms. Li Xiaoyuan (resigned on 16 May 2006)
TNTTR A (RZZEZRNFRA+TNHEMD
Mr. Jiang Yulai (resigned on 16 May 2006)
TEREE (R-ZEEXRFRHA T NHEBEMT)

5 Non-Executive Director

5 FHITES

n Mr. Chang Jian (appointed on 16 May 2006)

§ BELE (R-ZEEFRA+HEZMDT)

= Mr. Kwok Shun Tim (appointed on 16 May 2006)

é SR S & (RZZEERNFRATBEZM)

% Mr. Ye Jinxing (redesignated as non-executive director on 16 May 2006)

= EESELE (RZEERNFREA+ A NAEEFZRAIFNTES)

_OCD Mr. Chen Qun (resigned on 16 May 2006)

S BREF ST (R=ZEZREFRAT/BET

a)

o

r Independent Non-Executive Directors

5 BYKHTES

2 Mr. Luo Wei Kun (appointed on 15 August 2006)
BEETE (R=ZZEZRENATHREZME)
Mr. Yan Chang Ming (appointed on 15 August 2006)
BRAELE (R RNFNA+THEHEZT)
Ms. Pang Yuk Fong (appointed on 15 August 2006)
TEFZT (R=ZZEZRENATHREZME)
Mr. Choy Tak Ho (resigned on 15 August 2006)
BN L (R=ZZEZRFENATHBET
Mr. Liu Bo (resigned on 15 August 2006)
2% 55 4 (R=ZZEZRENATHBET
Mr. Sin Ka Man (resigned on 15 August 2006)
KRBT HE (R=ZZEZRFENATHBET
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In accordance with article 87 of the Company’s articles of
association, Mr. Luo Wei Kun, Mr. Yan Chang Ming and Ms. Pang
Yuk Fong shall retire at the forthcoming annual general meeting
and, being eligible, offer themselves for re-election.

Biographical information of the Directors is set out on page 27
to page 30 of this report.

CHANGES OF EXECUTIVES

The following changes of executives occurred during the year:

1. Mr. Lam Kit Sun has been appointed as company
secretary, authorised representative and qualified
accountant of the Company with effect from 16 May 2006;
and

2. Mr. Cheung Kwok Yee, Franics has resigned as company
secretary, authorised representative, qualified accountant
and compliance officer of the Company with effect from
16 May 2006.

DIRECTORS’ SERVICE CONTRACTS

None of the directors has a service contract with the Company
or any of its subsidiaries which is not determinable by the Group
within one year without payment of compensation, other than
statutory compensation.

DIRECTORS’ REMUNERATION

The directors’ remuneration are subject to shareholders’ approval
at general meetings. Other emoluments are determined by the
Company’s board of directors with reference to directors’ duties,
responsibilities and performance and the results of the Group.
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DIRECTORS’ INTERESTS IN CONTRACTS OF

SIGNIFICANCE

(i) There was no transaction which need to be disclosed as
connected transactions in accordance with the
requirements of Chapter 20 of the Rules Governing the
Listing of Securities on the GEM of the Stock Exchange
(the “GEM Listing Rules”); and

(if) No contract of significance in relation to the Group’s
business subsisted at the year-end or any time during
the year to which the Company or any of its subsidiaries
was a party and in which a director of the Company had
a material interest, whether directly or indirectly.

COMPETING INTERESTS

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

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2006, the interests of the Director and chief
executive of the Company and each of their respective associates
(as defined under the GEM Listing Rules), in the Shares,
underlying Shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”) which (a) were
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which such Director or chief executive
is taken or deemed to have under such provisions of the SFO);
or (b) were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (c) were required,
pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules relating
to securities transactions by Directors to be notified to the
Company and the Stock Exchange, were as follows:
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(1) Long position in ordinary shares of the (1) RAQXTNZERZHFAE

Company:
Number of shares/ Approximate %
Name Capacity Nature of Interest  underlying shares of shareholdings
i 54 BEME RO/ HBROHE FREBAEI
Mr. Wang Zhong Sheng Interest of controlled Corporate interest 354,750,000 75%
corporation (Note)
FTEBLE RELEES NGIL: 5
(Htit)
Note: Such shares are owned by Jumbo Lane Investments it - ZERMBBEEREBRATES -
Limited.
Mr. Wang Zhong Sheng owns 86% interest in the issued T EEEEITEERATE 3
share capital of Jumbo Lane Investments Limited and TR 86 % KES - HARIEE B EHI S
he is taken to be interested in the shares owned by 57T1E AL S IEHISEXVER » T 44
Jumbo Lane Investments Limited pursuant to Part XV of WAEENEBIRE AR DTS2 BRH
the Securities and Futures Ordinance (Chapter 571 of A RERS o

the Laws of Hong Kong).

(2 Long position in shares of associated (2) REBZIEROGZHAE
corporations of the Company:

Percentage of B
interests inthe registered
capital of the g‘;
Director Name of associated corporation Nature of Interest associated corporation o
AR E LB T i';;
e HHLIEER ERME BEXzERZBIL
ant
Mr. Wang Zhong Sheng Jumbo Lane Investments Limited Personal 86% ﬁ
(Note) al
TARBEE BERARRAR (M) fEA
Mr. Kwok Shum Tim Jumbo Lane Investments Limited Personal 7%
BAEIFLE BFENAARRAR RA
Mr. Chang Jian Jumbo Lane Investments Limited Personal 7%
BREE BFENAARRAR (EPN
Note: Jumbo Lane Investments Limited is a holding Company it BEREBRARARNEBEZEZERA
of the Group, owns 75% of the shareholding of the Bl BEAKEEZTEB RN o TARBE
Group. Mr. Wang Zhong Sheng owns 86% interest in AHRBEEREERARDETREZ
the issued share capital of Jumbo Lane Investments 86 % + BREERDBAIFLESE
Limited. Mr. Chang Jian and Mr. Kwok Shun Tim each BBEERABRATDEITRA 27 %1
own 7% in the issued share capital of Jumbo Lane o

Investments Limited.
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Save as disclosed above, so far as the Directors are aware,
as at the 31 December 2006, none of the Directors and
the chief executive of the Company and each of their
respective associates (as defined under the GEM Listing
Rules) had any interest or short position in the Shares,
underlying Shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of
the SFO) which (a) were required to be notified to the
Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short
positions which the Director or chief executive is taken or
deemed to have under such provisions of the SFO); or (b)
were required, pursuant section 352 of the SFO, to be
entered in the register referred to therein; or (c) were
required, pursuant to Rules 5.48 to 5.67 of the GEM Listing
Rules, to be notified to the Company and the Stock

BREXHEEEIN RZZTEEAF+ZA=
T—B  ARREEFHEBTHAENT
MESSEZHEAL(ERRAFERLET
%EEIME%HEAK AINEEEER (EER

BERIE G ([FHRBAEEG]) EXV
DB)ZHXT% - AR D REHFFE AR
BEE L EIEHIEXVIER ST KR8 BAM
BARNE R R (BEREBESRR
MEKRIZERXESTREZITHABHR
BERBZEDZHEERE)  RO)RIEESK
HEA& I 8352160 B B R B AR AR &
ZGmEF BB Mo ER - ) RIEE
iR EMARAFE5.48E5.67EEMEERRA
Al R e o

Exchange.
SUBSTANTIAL SHAREHOLDERS B8 FEBRR
As at the 31 December 2008, so far as is known to the RZBEZRFH+ZA=1+—08 " BARQA
A Directors and the chief executive of the Company, the EENFETHAERA - TIIALT (KA
g following persons, other than a Director or chief executive RIESHFEZTHRABRMN %*ﬁ@?ﬁ%
P of the Company, had an interest or a short position in the KBRS &G EXVEBE2 R 3D BRAR AR
8 Shares and underlying Shares which would fall to be R ERSORE - QETREJZFEEHK%EW
5 disclosed to the Company under the provisions of HRER AT A EAIE R T A S B TR H A
a Divisions 2 and 3 of Part XV of the SFO, or was directly or RERBIZREARE FREZ AR
3 indirectly interested in 10% or more of the nominal value AEME10% A E - S ERA 2 B
5 of any class of share capital carrying rights to vote in all ZEmBOKBIAT
g circumstances at general meetings of any other member
a of the Group, or held any option in respect of such capital:
=
% Long positions in shares BB ziFE
o
Percentage of
Name Number of Shares Nature of Interest shareholding
i BB B ERtE EREAES
Jumbo Lane 354,750,000 Beneficial owner 75%
Investments Limited (Note 1)
BEREBERAR (HiF1) EmEAAN
Ms. Zhao Xin (Note 2) 354,750,000 Interest of spouse 75%
HEZL (Hi2) B A8 2 #E 2
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Notes:

1. The interest was also disclosed as an interest of Mr. Wang
Zhong Sheng in the paragraph headed “Directors’
interests” and Chief Executive’s Interests or short portions
in shares, underlying shares and debentures interests
above.

2. Ms. Zhao Xin (the spouse of Mr. Wang Zhong Sheng) is
deemed to be interested in her spouse’s interest in the
Company which represent the same parcel of Shares
held by Jumbo Lane Investments Limited pursuant to
the SFO.

Save as disclosed above, there was no person known to
the Directors and the chief executive of the Company,
other than the Directors or the chief executive of the
Company, who, as at 31 December 2006, had an interest
or a short position in the Shares and underlying Shares
which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO,
or who was directly or indirectly interested in 10% or more
of the nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings of
any other member of the Group or held any option in
respect of such capital.

SHARE OPTION SCHEME

Pursuant to a written resolution passed by the shareholders of
the Company on 28 July 2003, the Company adopted a share
option scheme (the “Share Option Scheme”) with a life of 10
years commencing from its adoption date. The principal terms
of the Share Option Scheme have been set out in the Company’s
2003 Annual Report.

On 6 July 2004, a total of 20,000,000 share options were granted
to certain Directors and employees of the Group under the Share
Option Scheme.

As at 23 March 2006, the Company had 15,130,000 outstanding
share options held by 23 optionholders entitling holders thereof
to subscribe for in aggregate 15,130,000 new Shares at an
exercise price of HK$0.256 per Share at any time up to 5 July
2008.
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Pursuant to the “JOINT ANNOUNCEMENT of (1) Acquisition of
shares in China Leason Investment Group Co., Limited (formerly
known as “Shine Software (Holdings) Limited”) by Jumbo Lane
Investments Limited (“Jumbo Lane”) and (2) Possible mandatory
unconditional cash offers by Watterson Asia Limited (“Watterson
Asia”) on behalf of Jumbo Lane Investments Limited to acquire
all the issued shares and to cancel all outstanding share options
of China Leason Investment Group Co., Limited” published on
30 March 2006 and the announcement of “Composite Offer and
Response Document relating to Mandatory Unconditional Cash
Offers by Watterson Asia Limited on behalf of Jumbo Lane
Investments Limited to acquire all the issued shares and to cancel
all outstanding share options of China Leason Investment Group
Co., Limited” published on 25 April 2006, Watterson Asia, on
behalf of the Jumbo Land Investments Limited (“Jumbo Lane”)
made an unconditional offer to pay to the optionholders a nominal
consideration of HK$0.0001 in cash in respect of every share
option to which the optionholders are entitled to subscribe under
the share options held by them, in consideration for the surrender
to the Company by the relevant holders of all of the existing rights
attaching to their share options. By accepting the option offer,
optionholders will renounce and agree to the cancellation of
relevant share options.

On 16 May 2006, Jumbo Lane has received valid acceptances
in respect of a total of 11,890,000 Share Options out of the total
15,130,000 outstanding Share Options under the Option Offer.
As the remaining 3,240,000 Share Options had not been
exercised within one month from 7 April 2006, those Share
Options lapsed automatically thereafter in accordance with the
terms of the share option scheme of the Company.

As at 31 December 2006, the Company has no outstanding share
option.
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Movement of the Share Option scheme during the year are set  FREBERETEINE SN T -
out below:

Number of share options
BRENE
Exercise At Forfeited At Company’s
price 1 January during 31 December share price at
Participants Date of grant per share 2006 year 2006 date of grant
i Jmte 3 RZBEXRE  ARARGAEL
2% RELAH BRITEE -B-H RERXH tZA=t-H R ER
(Note 1) (HKS) (Note 2)
(HK$)
(zt1) (B1) (&t2)
(&)
Directors 6 July 2004 0.256 1,410,000 (1,410,000) - 0.24
Bz RZZZMF+ARE
Other employees
AfifE8
In aggregate 6 July 2004
CE RIZEMELARR  0.266 16,520,000 (16,520,000) - 0.24
Total share
options granted
REBRESY 17,930,000 (17,930,000) -
Notes: BaE
1. The exercise period of these share options is three years 1 - ZERBIEZITERA=F - MBERT BHE
commencing from one year immediately after the date of grant —F - WREB=FRIE - EREDOHEEB
and terminating three years thereafter. The share options are (A ERERB G -
vested in different tranches (some of which are conditional).
2. The price of the Company’s shares disclosed as at the date of 2 - i B AN ml D R SRR IE R L B AR 2 B8 T &
grant of the share options is the Stock Exchange’s closing price BEERRE R L A BRI — AR 5 B 2B AT

on the trading day immediately prior to the date of the grant of & -
the share options.
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DIRECTORS’ AND CHIEF EXECUTIVE’S RIGHTS
TO ACQUIRE SHARES OR DEBENTURES

Other than the share options disclosed above, at no time during
the year was the Company or any of its subsidiaries a party to
any arrangement to enable the directors and chief executive of
the Company to acquire benefits by means of the acquisition of
shares in or debentures of the Company or any other body
corporate, and none of the directors, or their spouses or children
under the age of 18, had any right to subscribe for the securities
of the Company, or had exercised any such right.

MAJOR CUSTOMERS AND SUPPLIERS

For the year under review, the top five customers of the Group
together accounted for approximately 18.2% of the Group’s total
sales for the year while the single largest customers accounted
for approximately 5.0% of the Group’s total sales during the year.

Whereas external purchase, mainly arising from its hardware
resale operations, only accounted for about 5.9% of the Group’s
cost of sales during the year, the top five suppliers of the Group
for the year under review together accounted for approximately
92.8% of the Group’s total purchases for the year and the single
largest supplier accounted for approximately 73.2% of the
Group’s total purchases.

None of the directors, their respective associates or any
shareholders of the Company who owns more than 5% of the
issued share capital of the Company has any interests in the
Group’s five largest customers and suppliers above mentioned.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at
31 December 2006.

RETIREMENT BENEFITS SCHEMES
Particular of the retirement benefits schemes of the Group are
set out in note 30 to the financial statements.
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CONVERTIBLE SECURITIES, WARRANTS OR
SIMILAR RIGHTS

The Company had no outstanding convertible securities, warrants
or instruments carrying other similar rights as at 31 December
2006

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company’s
articles of association, or the laws of Cayman Islands, which
would oblige the Company to offer new shares on a pro-rata
basis to existing shareholders.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SHARES

During the year ended 31 December 2006 neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of
the Company’s listed Shares.

AUDITORS

The financial statements have been audited by Messrs. CCIF
CPA Limited who will retire at the forthcoming annual general
meeting and, being eligible, offer themselves for re-appointment.

By order of the Board

Wang Zhong Sheng
Chairman

28 March 2007
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Independent Auditor’s Report
18 L% BB

INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDERS OF CHINA LEASON
INVESTMENT GROUP CO., LIMITED

(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of China
Leason Investment Group Co., Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 44 to 119 which
comprise the consolidated and company balance sheets as at
31 December 2006, and the consolidated income statement,
the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and
a summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance as to whether the financial
statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and true and fair
presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the financial
statements.

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

OPINION

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

CCIF CPA Limited
Certified Public Accountants
Hong Kong, 28 March 2007

Kwok Cheuk Yuen
Practising Certificate Number P02412
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

2006 2005
L —TEnF
Note RMB’000 RMB’000
B &E ARET T AREFIT
Turnover = 5&13 25,773 31,246
Cost of sales SHE AR (10,379) (10,748)
Gross profit EF 15,394 20,498
Other revenue Hith W 2= 6 4,330 3,255
Other net income H g A JF 58 6 1,518 185
Distribution costs 2 KA (7,741) (4,266)
Administrative expenses TEAX (12,905) (9,590)
Other operating expenses H & (7,214) (8,683)
(Loss)/profit before income tax  BRFTEHi AT (B18) B F 7 (6,618) 1,399
Income tax TSt 8(a) 27 (461)
(Loss)/profit for the year REE (B5E) &FH (6,591) 938
Attributable to: FE4L :
Equity holders VNN ol 35
of the Company 11, 28(a) (6,591) 938
Minority interests DHRRRE 28(a) - —
(Loss)/profit for the year REE (B5ER) &R (6,591) 938
Dividend % F - —
RMB (cents) RMB (cents)
AR (L) AR (L)
(Loss)/earnings per share K (B8 BF 12
Basic HAR (1.39) 0.20

The notes on pages 51 to 119 form part of these financial statements.
FES1E 9B 2 M FTAAK M iR EA A E 1 o
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HEEERER

At 31 December 2006 (Expressed in Renminbi)
RZZERFTZA=+—B UARKESIE)

2006 2005
—ETXEF —EERF
Note RMB’000 RMB’000
e AR¥T T AREFT
Non-current assets FRBEE
Property, plant and equipment Y2 - N 14(a) 3,710 4,157
Land lease prepayments T ETEFKIB 15 1,568 1,655
Intangible assets B AE 16 12,625 10,597
17,903 16,409
Current assets RBEE
Trading securities BHEH 18 2,992 1,753
Inventories 5E 19 120 121
Trade and other receivables R ER R R Efb FEURFRIE 20 20,195 8,598
Land lease prepayments T ETEFKRIB 15 87 87
Tax recoverable A Y B 718 21 794 1,046
Cash and cash equivalents BeMIReEEY 22 15,009 32,018
39,197 43,623
Current liabilities REBEE
Trade and other payables FER R R E M FRIE 23 12,645 7,271
Deferred income EFEUA 24 1,616 1,546
Taxation payable FEBiIE 25 70 997
14,331 9,814
Net current assets REBEERE 24,866 33,809
Total assets less current HWEERMBARS 42,769 50,218
liabilities
Non-current liabilities FRBEME
Deferred tax liabilities EEFIE B E 26(a) (441) (837)
NET ASSETS EEFE 42,328 49,381
CAPITAL AND RESERVES BEARKEE
Share capital fi& 7% 27 5,014 5,014
Reserves ki 28(a) 37,314 44212
Total equity attributable to equity 7~ 2 F#E#H KRR
holders of the Company PE{h 48 FE 25 42,328 49,226
Minority interests PR RER - 155
TOTAL EQUITY 42 42,328 49,381

Approved and authorised for issue by the board of directorson  EZE&

28 March 2007.

EF

Director

The notes on pages 51 to 119 form part of these financial statements.
ES1E 1198 2 MFFAEK M EmMEREP D -

+tF=A -+ N\ B RRET

EF

Director

45




Balance Sheet
EEBER

At 31 December 2006 (Expressed in Renminbi)
RZZERFTZA=+—B URARKESIE)

2006 2005
—EEREF —ETRF
Note RMB’000 RMB’000
Ff 5 ARMT T AREFIT
Non-current assets FRBEE
Property, plant and equipment W - MR REE 14(b) 382 52
Investments in subsidiaries REB AR 2 &E 17 6,018 19
6,400 71
Current assets REEE
Trade and other receivables FEU IR R
H b e Wy SR8 20 20,330 31,063
Cash and cash equivalents HehBEeEEY 22 1,373 754
21,703 31,817
Current liabilities REIAE
Trade and other payables FEBR R &
al H A & A~ 5RIE 23 4,143 596
=
g Net current assets REBEEFE 17,560 31,221
o
2 NET ASSETS EEFE 23,960 31,292
3
3
"O' CAPITAL AND RESERVES EXRE #E
S Share capital P 2R 27 5,014 5,014
E\ Reserves Rt 28(b) 18,946 26,278
=
= TOTAL EQUITY R 23,960 31,292
(0]
o

Approved and authorised for issue by the board of directors on EEeRN_FTLF=A -+ NBHEREET
28 March 2007. #e

EF EF

Director Director

The notes on pages 51 to 119 form part of these financial statements.
FEH1E 9B Z M sE K B SR R E A 3615 o
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GConsolidated Statement of Changes in Equity
GFEEREER

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

Attributable to equity holders of the Company

ARARERE AR
Common
General  welfare Share
Share Share  Merger  reseve  resene option Translation ~ Retained Minority
capital  premium  reserve fund fund  reseve  resenve profits Total  interests Total
NLER SERR
kA BhieE o4EE REE: GBEED ERERE AERE RERA it i st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARBTT ARETT AREBTRT ARETT ARETT ARETT ARETT ARETRT ARETT ARETR ARETR
At1January 2005,  RZZEAE
as previously -R-H
reported (BUNEEH) 5,014 34,845 (2,351) 2,171 1,095 = = 6,786 47,620 = 47,520
Effect of retrospective  EXESHHRZ
adustmentsupon ~ BHSEETE
changes in
accounting policies - - - - - 234 - (234) - 155 155
5014 34845 3B1) 211 1055 234 - B5R 47520 155 47675
Effect of prospective BB & HX
adjustment upon ok HE
changes in RRIESEZ
accounting policies ~ FEIAZYE
— HKFRS 3 - - - - - - - 472 472 - 472
At1January 2005, HRZZERE
as restated —f—H (&) 5014 34845 (2,351) 2,171 1,095 234 - 7024 47992 195 48,147
Exchange diferences  AEJNEIER
on translation of g5 b
financial statements ~ EXEE
of forsign entities - - - - - = (97) = (97) = (97)
Proftfor the year ~ AEE&A - - - - - - - 938 938 - 938
Proft appropriations & 7% /& - - - 732 366 - - [1,008) - - -
Total recognised FEERR
income and WARRZ 8
expenses for the year - - - 732 366 - 97) (160) 841 - 841
Employee share option 1§ & & R iZ /57
benefits - - - - - 398 - - 398 — 398
Forfeiture of employee %2 B & B2
share options - - - - - (24) - 24 - - -
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GEERE IR

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

Attributable to equity holders of the Company

ADAREREARE
Gommon
General  welfare Share
Share Share  Merger  resenve  reserve option
capital  premium  reserve fund fund  reserve
MET

Bx RGEE akER -HERE BRIt BRERS
RVB'000 RMBOO0 RMBOOO RMBOOO RMB000  RMB'000
ARETT ARETR ARET ARETH ARETH ARETT

Translation
reServe

RMB'000

Retained
profits

RERH

Total

Bt

Minority
interests
SERR

3

Total

it

RMB'000  RMB'0O0 RMB000 RMB000
ARBTT ARETR ARETR ARETH ARETT

At 31 December 2005 R-ZE1%
and 1 January 2006, T-A=1-H

as previously R-EENE
reported -A-A"
A2 5014 34845 2351) 2908 1,421 603 97) 6888 49,226 195 49,381

Transfer to general 3~k

reserve fund Es

(note 28 (a)) (GEER) - - - 140 (1421) - - - - - -
At1January 2006, RZZENE

a5 restated ~A-B(ER) 5014 M85 351) 434 - O7) 6888 49206 155 49,381
Exchenge diferences  BEJNEIER

on translation of SHERL

financial statements ~ ERZE

of foreign entities - - - - - - (307) - (307) - (307)
Loss for the year REFRT - - - - - - - [6591)  (6,591) - (6591)
Profit appropriations & %7k - - - 106 - - = (108) = = =
Total recognised REERRMA

income and expenses  KF % A48

for the year - - - 106 - - 307)  (6.697)  (6,898) - (6,89)
Forfeiture of employee 2 %2

share options [EEERE - - - - - (603) - 603 = = =
Disposal of subsidiaries HEHBAT - - - - - - - - - (155) (155)
At 31 December 2006 R=EE/E

+-A=t-H 5,014 34,845 (2,351) 4,430 - - (404) 794 42,328 - 42328

The notes on pages 51 to 119 form part of these financial statements.
FEH1E 9B Z M sE K B SR R E A 3615 o
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Gonsolidated Gash Flow ﬂatpn;ent
GZERERER

For the year ended 31 December 2006 (Expressed in Renminbi)
HE-ZZXRFT+-_A=+—HBIEFE UAARKIIE)

2006 2005
—EERRE —FFRF
Note RMB’000 RMB’°000 RMB’000  RMB’000

k3 ARBTR ARMTR ARBTT ARETRT

Operating activities
(Loss)/profit before income tax
Adjustments for:
Depreciation
Impairment loss for bad and
doubtful debts
Amortisation of land lease
prepayments
Amortisation of intangible
assets
Impairment loss on intangible
assets
Employee share option benefits
Interest income
Gain on disposal of subsidiaries
LLoss on disposal of property,
plant and equipment
Net realised and unrealised
gains on listed equity
securities carried at market
value

Operating profit before
changes in working capital

Decrease/(increase) in inventories

Increase in trade receivables,
deposits and prepayments

Increase in amount due to
a director

Increase in creditors and
accrued charges

Increase in deferred income

Cash (used in)/generated from
operations

Tax paid
PRC enterprise income tax paid

Pl F S
BRETSELAT (B518) % F (6,618) 1,399
SR IEAE
e 1,356 1,106
RERREEBR
- 3,700
BT A EBENTRE
87 87
B A EEH
5,859 5,450
BREERERBE
2,517 483
& 8 i x4 7 - 393
FEHA (268) (234)
HEMNBRRZ & (160) =
HEWSE - #ER
R ER 2 134
EmENERZ Eh
BARESRZ
BEEBRRAZE
BT (1,518) (185)
RTEEESEHA <
RE R 1,257 12,333
FERL/ GEm) 1 (52)
RUERT - ZE Rk
BT FRIAE h0 (6,910) (1,286)
N —REZFIEEM
1,549 =
FERBR B K&
FERT & FA3E hn 3,949 1,832
R WA N 70 690
REEk (B3R ELEzEE
(84) 13,517
BEHHIE
BERARBEPEMER (1,296) (229)
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GllllSﬂIi(Ii!lell Gash Flow Statement
ZERERER

For the year ended 31 December 2006 (Expressed in Renminbi)
HE-ZZXRFT+-_A=+—HILEFE AARKIE)

2006 2005
—EERRE —FFRF
Note RMB’000 RMB’000 RMB’000  RMB’000

i &E ARBTR ARMTR ARBTT ARETR

Net cash (used in)/from REER (BH)
operating activities EEZHESFE (1,380) 13,288
Investing activities REEE
Payment for purchase of BEWE HEK
property, plant and equipment IR (1,179) (1,416)
Proceeds from sales of property, — HEME - #EN
plant and equipment RIEFTEFRIE 233 32
Expenditure on development ERIBAMX
projects (10,404) (3,079)
Payment for purchase of trading ~ BEEZEH 2K
securities (86,805) (2,250)
Proceeds from sales of trading HEZ SBEHFERA
securities 87,084 682
Proceeds from sales of HEK B2 B FTEFIE
subsidiaries 34 965 -
(Increase)/decrease in amounts B E H A AR ATRIR
;3 due from securities broker firms (gm /md (5,485) 4,559
o Interest income received B A S M A 268 234
- " .~
% Net cash used in investing RETBHBAZESTE
g activities (15,323) (1,238)
3
3 Net (decrease)/increase in ﬁ%& BeEEYZ
g cash and cash equivalents mA) /B inEaE (16,703) 12,050
S
? Cash and cash equivalents R—B—HZzEER
C at 1 January BeZEY 32,018 20,071
(0]
& Effect of change in foreign SEHBRBSE o HE
currency translation (306) (103)
Cash and cash equivalents R+T=ZA=+—-Bx2
at 31 December ReRBELZEEY 22 15,009 32,018

The notes on pages 51 to 119 form part of these financial statements.

F512 1198 Z Mt sE /B B 75 3R 3R B R 2015 ©
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Notes to the Financial Statements

CORPORATE INFORMATION

China Leason Investment Group Co., Limited (formerly
known as Shine Software (Holdings) Limited (the
“Company”) was incorporated as an exempted company
with limited liability in the Cayman Islands on 15 July 2002
under the Companies Act, Cap 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands. The
shares of the Company are listed on the Growth Enterprise
Market (the “GEM”) of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business of the
Company are disclosed in the “Corporate Information”
section to the annual report.

The principal activities of the Company is investment
holding and of its subsidiaries (the Company and its
subsidiaries are hereafter collectively referred as the
“Group”) are the development of computer software,
resale of hardware, provision of system integration and
maintenance.

SIGNIFICANT ACCOUNTING POLICIES

(@) Statement of compliance
These financial statements have been prepared in
accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), which
collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong
Kong Companies Ordinance. These financial
statements also comply with the applicable
disclosure provisions of the Rules Governing the
Listing of Securities on the GEM of the Stock
Exchange. A summary of the significant accounting
policies adopted by the Group is set out below.

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

1. 2FEH

PEBEREERERAT FIBAFEHR
#GER) BRAR) ((AAF))R=_BE=
FLA+ARRERSRERME -+
BEQNRE(—WA—FE=M - £5E—Ris
MERSREEMR T ARREEREA
Al ARBZBRHEREBMAZSHE
R (MBARF]) AR (TRI%R])) £
W ARRAEMPEERTELE B>
ik - BN ERIDRER] —

ARREBRD T ERITEER - fEMH
BRE (ARmREMBARGRER [N E
B 2E¥BEBHUNETEREMAMFEE
EHEE  RERGEK NGRS

2. FEESHBR
(a) FEEH

B 76 R 3R T ¥R A S B 7 BB R 25 B
([BEAMBRBFEN]) RE - BH
R RENBERSAMAE
([BFgtmAg]) B zmEE
Az B8R B &M ERmAER - S
&R (BB ER]) - BF
LTBEBEM ST ER - LEEBQ
RGP 2 BTERE  WAKEEZH
o ZEYBMRINDETH T2
BIZEIRFE S TR A2 ARG
X o AEBRMNEBEZSFTECR
BRI T3 o
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Notes to the Financial Statements
Bt F5 #R R P 5E

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

2.

52

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

(b)

Statement of compliance (Continued)
The HKICPA has issued certain new and revised
HKFRSs that are first effective or available for early
adoption for the current accounting period of the
Group and the Company. Note 3 provides
information on the changes in accounting policies
resulting from initial application of these
developments to the extent that they are relevant
to the Group for the current and prior accounting
periods reflected in these financial statements.

Basis of presentation of the financial
statements

The financial statements are in Renminbi (“RMB”),
rounded to the nearest thousand. The
measurement basis used in the preparation of the
financial statements is the historical cost basis,
except that the following assets and liabilities are
stated at their fair value as explained in the
accounting policies set out below:

— financial instruments classified as trading
securities (see note 2(d)).

The consolidated financial statements for the year
ended 31 December 2006 comprise the Company
and its subsidiaries.

The preparation of financial statements in
conformity with HKFRSs requires management to
make judgements, estimates and assumptions that
affect the application of policies and reported
amounts of assets, liabilities, income and
expenses. The estimates and associated
assumptions are based on historical experience
and various other factors that are believed to be
reasonable under the circumstances, the results
of which form the basis of making the judgements
about carrying values of assets and liabilities that
are not readily apparent from other sources. Actual

results may differ from these estimates.

2.

TESTEE (@)

(a) TEEH (&)

(b)

FE A E MM S IR MK
f& ET%E/%EM%EE#EEE'J C AR
HEER  HAREFRAKEEA
RAERZ G5 HRERA - MEESH
BEEBRER R ZAE st HEED
FRERAEPEANEEER2ARM
EEZBFBREH 2ER R
MR ZERBHRERA -

BBEHRREBEE

MBHRRGUAARE [ARKE]) O
EEREOTL)IE - R TIINEE
REENRERFERZTIXEEZE
TR ARRSD - A BB TS SRR B
R BREEREL KA :

— BREREIVFIZEMT
H(RE2(d) -

HE_ZZF+-_A=+—A81
FEZGAUBEHRERBET ARF
FKEHBAT -

\

BT AT BV RHRER 2 75
BRE  BEETEBEHFERE

ZERMEBEE  BFE  WAR
FSc 2 2B FIE - B RE

B o REHHRABBRREE
SRR SRR (RER K
ERTRE) TR - FiE&RE
B IR B % B A1 R B 1 EL A SR BB
1 H R 0 A 2 R B (R AR
B2 0 - BEBTRE BRI
HEF o



2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

(c)

Basis of presentation of the financial
statements (Continued)

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period
in which the estimate is revised if the revision
affects only that period, or in the period of the
revision and future periods if the revision affects
both current and future periods.

Judgements made by management in the
application of HKFRSs that have significant effect
on the financial statements and estimates with a
significant risk of material adjustment in the next
year are discussed in note 4.

Subsidiaries

Subsidiaries are entities controlled by the Group.
Control exists when the Group has the power to
govern the financial and operating policies of an
entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that
presently exercisable are taken into account.

An investment in a subsidiary is consolidated into
the consolidated financial statements from the date
that control commences until the date that control
ceases. Intra-group balances and transactions,
and any unrealised profits arising from intra-group
transactions, are eliminated in full in preparing the
consolidated financial statements. Unrealised
losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but
only to the extent that there is no evidence of
impairment.

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

2. FESTHBEG@E

(b) BtBHmREIHEE (&)
REE BT ERET MR EREK
{EH TG - @FHEFTZEBMRF
28 MBRATERETEHE
HiRER - MZAG At 2 BB Y
EHLRARERE - MERZER
EHR AR B RER

REREEMBRELEANKERE
P2 #VE (BB TS R BREAF
8) st (FEHTHFEHERS
Bz EXRRER) GRME4T 5l o

(c) KMEBAF
WBAR ARSI 2 EE - K
AEEEHEEZERB UL
BIRE - A B HEBERA SR
BT fE 122l o P RTAL =Bl - #& 5T
NIRRT 2 B -

o

KRB AR ZREREH RIS
ERHEILE B ESEMBHRERT
REFHE  SEARAHEIZIERK
RXHAREERNRRERSRES
ZIEMARBREMGNREEES Y
BmRK 2 EHME - KEARLQFM
RPMEEZABREBINZRAR
B W 2 TOERB T AME - HE
ERNBERLEZA -
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Notes to the Financial Statements
Bt F5 #R R P 5E

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

2.

54

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

Subsidiaries (Continued)

Minority interests represent the portion of the net
assets of subsidiaries attributable to interests that
are not owned by the Company, whether directly
or indirectly through subsidiaries, and in respect
of which the Group has not agreed any additional
terms with the holders of those interests which
would result in the Group as a whole having a
contractual obligation in respect of those interests
that meets the definition of a financial liability.
Minority interests are presented in the consolidated
balance sheet within equity, separately from equity
attributable to the equity shareholders of the
Company. Minority interests in the results of the
Group are presented on the face of the
consolidated income statement as an allocation
of the total profit or loss for the year between
minority interests and the equity shareholders of
the Company.

Where losses applicable to the minority exceed the
minority’s interest in the equity of a subsidiary, the
excess, and any future losses applicable to the
minority, are charged against the Group’s interest
except to the extent that the minority has a binding
obligation to, and is able to, make additional
investment to cover the losses. If the subsidiary
subsequently reports profits, the Group’s interest
is allocated all such profits until the minority’s share
of losses previously absorbed by the Group has
been recovered.

In the Company’s balance sheet, an investment in
a subsidiary is stated at cost less impairment
losses (see note 2(h)(ii)).

2.

TESTEE (@)

(c)

BB A A (&)

PR RESEYIFAA R R ERE
SEEEBNBAREE 2 EEE
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AR ERGARRESVBAE
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Other investment in debt and equity
securities

The Group’s and the Company’s policies for
investments in debt and equity securities, other
than investments in subsidiaries, associates and
jointly controlled entities, are as follows:

Investments in securities held for trading are
classified as current assets and are initially stated
at fair value. At each balance sheet date the fair
value is remeasured, with any resultant gain or loss
being recognised in profit and loss.

Dated debt securities that the Group and/or the
Company have the positive ability and intention to
hold to maturity are classified as held-to-maturity
securities. Held-to-maturity securities are initially
recognised in the balance sheet at fair value plus
transaction costs. Subsequently, they are stated
in the balance sheet at amortised cost less
impairment losses (see note 2(h)(i)).

Investments in equity securities that do not have a
quoted market price in an active market and whose
fair value cannot be reliably measured are
recognised in the balance sheet at cost less
impairment losses (see note 2(h)(i)).

Other investments in securities which do not fall
into any of the above categories are classified as
available-for-sale investments and are initially
recognised at fair value plus transaction costs. At
each balance sheet date the fair value is
remeasured, with any resultant gain or loss being
recognised directly in equity, except foreign
exchange gains and losses in respect of monetary
items such as debt securities which are recognised
directly in profit or loss. Where these investments
are interest-bearing, interest calculated using the

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

2. FESTHBEG@E
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Notes to the Financial Statements
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

2.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

(e)

Other investment in debt and equity
securities (Continued)

effective interest method is recognised in profit or
loss. When these investments are derecognised
or impaired (see note 2(h)(i)), the cumulative gain
or loss previously recognised directly in equity is
recognised in profit or loss.

Investments are recognised/derecognised on the
date the Group and/or the Company commits to
purchase/sell the investments or they expire.

Property, plant and equipment

The following items of property, plant and
equipment are stated in the balance sheet at cost
less accumulated depreciation and impairment
losses (see note 2(h)(ii)).

— buildings held for own use which are
situated on leasehold land, where the fair
value of the building could be measured
separately from the fair value of the
leasehold land at the inception of the lease
(see note 2(g)); and

= other items of plant and equipment.

Changes arising on the revaluation of properties
held for own use are generally dealt with in
reserves. The only exceptions are as follows:

— when a deficit arises on revaluation, it will
be charged to profit or loss to the extent
that it exceeds the amount held in the
reserve in respect of that same asset
immediately prior to the revaluation; and

— when a surplus arises on revaluation, it will
be credited to profit or loss to the extent
that a deficit on revaluation in respect of
that same asset had previously been
charged to profit or loss.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Property, plant and equipment
(Continued)

Gains or losses arising from the retirement or
disposal of an item of property, plant and
equipment are determined as the difference
between the net disposal proceeds and the
carrying amount of the item and are recognised in
the profit or loss on the date of retirement or
disposal. Any related revaluation surplus is
transferred from the revaluation reserve to retained
profits.

Depreciation is calculated to write off the cost of
valuation of items of property, plant and equipment,
less their estimated residual value, if any, using the
straight-line method over their estimated useful
lives as follows:

— Buildings situated on leasehold land are depreciated
over the shorter of the unexpired term of lease and
their estimated useful lives of 20 years.

Over the shorter of
unexpired term of the
leases and 20 years

= Leasehold improvements

— Computer equipment 3 — 5 years
— Furniture and equipment 5 years
— Motor vehicles 5 — 8 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost or
valuation of the item is allocated on a reasonable
basis between the parts and each part is
depreciated separately. Both the useful life of an
asset and its residual value, if any, are reviewed
annually.

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

2. FESHBE @
() W=  #HBERRME @

ZRFHLEME  BSENREEREB
Ef iR UEERLEMEN
EFEEBARAECER IR
ZRFHERHN KSR RER - (F
MEEEGRR - DREAREET
BRERRGN -

RAENENRYE - KR R&RER
B 2Bt A EAFEHA - RERE
MEHR ARG (E - B E 2 fh5HER
BAE) - WEAAMAT

— [UREELHMZET R
MAZARERFRRREZ
At Al 2 A #2045 (AR
MERE) TIAME -

— HMEEEITR RELOZ
K JE W F
Hi K% 204
(AREE
RH4E)
—  BIEERE 3-54F
—  RERFE 54
— A= 5-84F

HWEWE s RERERB BB
ZAEREHTR - RIZIEE 2K
AR GHEDNEEEEENEERS
- MEMORBILTAFTE - B
EZRERFHNGEMWE) HE
FTNER -

57

+ 5 461 8] o

g%

)
t
i
el




N
=
=}
o
—
M
o
w
o
3
e
<
)
wv
~+
3
0}
=}
~+
)
=
o
=

o
N
o
(o
3
=
M
a

Notes to the Financial Statements
Bt F5 #R R P 5E

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

2.

58

SIGNIFICANT ACCOUNTING POLICIES
(Continued)
() Intangible assets (other than goodwill)

(0

(i

Expenditure on research activities is
recognised as an expense in the period in
which it is incurred. Expenditure on
development activities is capitalised if the
product or process is technically and
commercially feasible and the Group has
sufficient resources and the intention to
complete development. The expenditure
capitalised includes the cost of materials,
direct labour and an appropriate proportion
of overheads. Capitalised development
costs are stated at cost less accumulated
amortistation and impairment losses (see
note 2(h)(ii)). Other development
expenditure is recognised as an expense
in the period in which it is incurred.

Amortisation of intangible assets is charged
to profit or loss on a straight-line basis over
the assets’ estimated useful lives are
indefinite. Capitalised development costs
with finite useful lives are amortised from
the date they are available for use and their
estimated useful lives of not exceeding five
years.

Both the period and method of amortisation
and any conclusion that the useful life of
an intangible asset is indefinite are reviewed
annually.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

(h)

Leases

Leases are classified as finance leases whenever
the terms of lease transfer substantially all the risks
and rewards of ownership to the leasee. All other
leases are classified as operating leases.

Where the Group has the use of assets held under
operating leases, payments made under the leases
are charged to profit or loss in equal instalments
over the accounting periods covered by the lease
term, except where an alternative basis is more
representative of the pattern of benefits to be
derived from the leased asset. Lease incentives
received are recognised in profit or loss as an
integral part of the aggregate net lease payments
made. Contingent rentals are charged to profit or
loss in the accounting period in which they are
incurred.

The cost of acquiring land held under an operating
lease is amortised on a straight-line basis over the
period of the lease term.

Impairment of assets
(i) Impairment of investments in debt and
equity securities and other receivables

Investments in debt and equity securities
and other current and non-current
receivables that are stated at cost or
amortised cost or are classified as available-
for-sale securities are reviewed at each
balance sheet date to determine whether
there is objective evidence of impairment.
If any such evidence exists, any impairment
loss is determined and recognised as
follows:
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(h) Impairment of assets (Continued)

U

Impairment of investments in debt and

equity securities and other receivables
(Continued)

For unquoted equity securities and
current receivables that are carried
at cost, the impairment loss is
measured as the difference between
the carrying amount of the financial
asset and the estimated future cash
flows, discounted at the current
market rate of return for a similar
financial asset where the effect of
discounting is material. Impairment
losses for current receivables are
reversed if in a subsequent period
the amount of the impairment loss
decreases. Impairment losses to
equity securities are not reversed.

For trade and other current
receivables financial assets carried
at amortised cost, the impairment
loss is measured as the difference
between the asset’s carrying
amount and the present value of
estimated future cash flows,
discounted at the financial asset’s
original effective interest rate (i.e.
effective interest rate computed at
initial recognition of these assets),
where the effect of discounting is
immaterial.
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For the year ended 31 December 2006 (Expressed in Renminbi)
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FESEBUR (&)
(Continued)
(h) Impairment of assets (Continued) (hy EERE@E

(i Impairment of investments in debt and (i)  REBRRAZESZIZER
equity securities and other receivables B i fEWK KA 2 1B ()
(Continued)

If in a subsequent period the amount
of an impairment loss decreases and
the decrease can be linked

i 5 P B AR R (E B 18
ZBERL - BAR
B A B SR B

objectively to an event occurring RREBEEEE Y
after the impairment loss was EHETRR - AR
recognised, the impairment loss is 8 2 BR A BRI E 1S
reversed through profit or loss. A 18 - BEDREEET
reversal of an impairment loss shall eEREECKREEAE
not result in the asset’s carrying HAERNBEFEL
amount exceeding that which would T SROR (B S 1B R AT
have been determined had no EEZHE -

impairment loss been recognised in
prior years.

— For available-for-sale securities, the
cumulative loss that had been
recognised directly in equity is

removed from equity and is HERPREEERR
recognised in profit or loss. The NER - REZEERN -E;
amount of the cumulative loss that Rz B EER 5
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value, less any impairment loss on BRANERCEE 2T

the asset previously recognised in
profit or loss.

Impairment losses recognised in profit or
loss in respect of available-for-sale equity
securities are not reversed through profit
or loss. Any subsequent increase in the fair
value of such assets is recognised directly
in equity.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(h) Impairment of assets (Continued)

U

(i)

Impairment of investments in debt and
equity securities and other receivables
(Continued)

Impairment losses in respect of available-
for-sale debt securities are reversed if the
subsequent increase in fair value can be
objectively related to an event occurring
after the impairment loss was recognised.
Reversals of impairment losses in such
circumstances are recognsied in profit or
loss.

Impairment of other assets

Internal and external sources of information
are reviewed at each balance sheet date to
identify indications that the following assets
may be impaired, an impairment loss
previously recognised no longer exists or
may have decreased:

— property, plant and equipment (other
than properties carried at revalued
amounts);

— land lease prepayments classified as
being held under an operating lease;

— intangible assets;
— investments in subsidiaries.

If any such indication exists, the asset’s
recoverable amount is estimated. In
addition, intangible assets that are not yet
available for use and intangible assets that
have indefinite useful lives, the recoverable
amount is estimated annually whether or
not there is any indication of impairment.
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Notes to the Financial Statements
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For the year ended 31 December 2006 (Expressed in Renminbi)
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FEE:BEXK (@)
(Continued)

(h) Impairment of assets (Continued) (hy EERE@E
(i) Impairment of other assets (Continued) (i) EHaEERE E)
Calculation of recoverable amount FrE R D &5

The recoverable amount of an asset BE A E S REIE
is the greater of its net selling price BHHEBREAE

and value in use. In assessing value
in use, the estimated future cash

BZBERE - £#ETE
EREER - @E: A

flows are discounted to their present BIEERERREI
value using a pre-tax discount rate s 35 3 2 FE R A
that reflects current market & ERE R BT
assessments of time value of money it 2 BB AT T s R T
and the risks specific to the asset. EEHBEME - W—I8
Where an asset does not generate BEMEZRSRA
cash inflows largely independent of FERARRE LI IEB
those from other assets, the SNREMEEMRES
recoverable amount is determined for ZBEMA - BB
the smallest group of assets that VEARERAZE
generates cash inflows N EE (IR <
independently (i.e. a cash-generating EEEIT) BE AR
unit). B & & o

Recognition of impairment losses —  WRBEERE

An impairment loss is recognised in EEEXHMER S
profit or loss whenever the carrying EABT REER
amount of an asset, or the cash- WE U EIREE - Al
generating unit to which it belongs, e AR HERRE
exceeds its recoverable amount. EiE - RRSELES
Impairment losses recognsied in TR BEFE
respect of cash-generating unit are HE RS AR D
allocated first to reduce the carrying NERERSELET

amount of any goodwill allocated to
the cash-generating unit (or group
of units) and then, to reduce the
carrying amount of the other assets

(H—HET) 2 [
BB ZIREE - K&
72 Be AR LE DR 5%
Br(—HERT) 2

in the unit (or group of units) on a B &EEZREE -
pro rata basis, except that the EEEZREEBEST
carrying value of an asset will not be SRR E KR E(ER
reduced below its individual fair N FAE RS & A A 3
value less costs to sell, or value in ERERE (A TE
use, if determinable. E) °
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(h) Impairment of assets (Continued)

(i)

(i)

Impairment of other assets (Continued)
— Reversals of impairment losses
In respect of assets other than
goodwill, an impairment loss is
reversed if there has been a
favourable change in the estimates
used to determine the recoverable
amount. An impairment loss in

respect of goodwill is not reversed.

A reversal of impairment losses is
limited to the asset’s carrying amount
that would have been determined
had no impairment loss been
recognised in prior years. Reversals
of impairment losses are credited to
profit or loss in the year in which the
reversals are recognised.

Interim financial reporting and impairment
Under the Rules Governing the Listing of
Securities on the GEM of the Stock
Exchange, the Group is required to prepare
an interim financial report in compliance
with HKAS 34, Interim financial reporting,
in respect of the first six months of the
financial year. At the end of the interim
period, the Group applies the same
impairment testing, recognition, and
reversal criteria as it would at the end of
the financial year (see notes 2(h)(i) and (ii)).

Impairment losses recognised in an interim
period in respect of available-for-sale
investments and unquoted equity securities
carried at costs are not reversed in a
subsequent period. This is the case even if
no loss, or a smaller loss, would have been
recognised had the impairment been
assessed only at the end of the financial
year to which the interim period relates.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

)]

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

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs
of conversion and other costs incurred in bringing
the inventories to their present location and
condition.

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

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in
the period in which the related revenue is
recognised. The amount of any write-down of
inventories to net realisable value and all losses of
inventories are recognised as an expense in the
period in which the write-down or loss occurs. The
amount of any reversal of any write-down of
inventories, is recognised as a reduction in the
amount of inventories recognised as an expense
in the period in which the reversal occurs.

Trade and other receivables

Trade and other receivables are initially recognised
at fair value and thereafter stated at amortised cost
less impairment losses for bad and doubtful debts
(see note 2(h)), except where the receivables are
interest-free loans made to related parties without
any fixed repayment terms or the effect of
discounting would be immaterial. In such cases,
the receivables are stated at cost less impairment
losses for bad and doubtful debts (see note 2(h)).

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

2. FESTHBEG@E

W =E
FEURARAIZEFEME 2R
EEANR -

RS Th IR A F AR AART B
BEMBBEKRAN - MITRARE
b T7 & 1K B AT SE A Al
AIFTEEZ B o

BEF AN BB LB 2 it
%Eﬁﬁﬁﬁlﬂ$&¢ﬁ%%%
B o

EHEFER  AEGEZREER
KB B ERER RS
X o B RFERRER ZRFE
ZBBERERGTEZMEBRRM
Ak IR BRI R AR o fd
A fF 8 2 7] &35 FE I 01 8 {E

IR - BB AN EEREE
HRZEBRARAI 2 FEEER
DR o
() EWERIRRHEAMEWRRK

JFEE LT B R e L A P UL IEFJEA%)]H;@
BRATERR - HEREBHEKAT
HREFERMBRREEETIR (R M
2(h) - HEMEKEIFIBAG TE

BEATZ 2 RER EEEFEE
BB MzZELNEAR) AR
Sh o MZFJ/RT - A EIFRIFY
12BN B R IR AR FNBR OB E &S 1R 5
B (RtaE2(h)) »

65




a)
=
3
Y
—
m
[\
v
©]
=J
=)
<
m
v
+
3
m
3
~+
o
=
o
=
o
n
2
5
3
=
m
o

Notes to the Financial Statements
Bt F5 #R R P 5E

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

2.

66

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k)

()

(m)

Trade and other payables

Trade and other payables are initially recognised
at fair value and thereafter stated at amortised cost
unless the effect of discounting would be
immaterial, in which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible into
known amounts of cash and which are subject to
an insignificant risk of changes in value, having
been within three months of maturity at acquisition.
Bank overdrafts that are repayable on demand and
form an integral part of the Group’s cash
management are also included as a component
of cash and cash equivalents for the purpose of
the consolidated cash flow statement.

Employee benefits

(i) Salaries, annual bonuses, paid annual
leave, contributions to defined contribution
plans and the cost of non-monetary
benefits are accrued in the year in which
the associated services are rendered by
employees. Where payment or settlement
is deferred and the effect would be material,
these amounts are stated at their present
values.

(i) Contributions to Mandatory Provident
Funds are required under the Hong Kong
Mandatory Provident Fund Schemes
Ordinance and mandatory central pension
schemes organised by The People’s
Republic of China (the “PRC”) government
are recognised as an expense in the income
statement as incurred.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(m) Employee benefits (Continued)

(ii)

The fair value of share options granted to
employees is recognised as an employee
cost with a corresponding increase in a
share option reserve within equity. The fair
value is measured at grant date using
Black-Scholes Option Pricing Model, taking
into account the terms and conditions upon
which the options were granted. Where the
employees have to meet vesting conditions
before becoming unconditionally entitled to
the share options, the total estimated fair
value of the share options is spread over
the vesting period, taking into account the
probability that the options will vest.

During the vesting period, the number of
share options that is expected to vest is
reviewed. Any adjustment to the cumulative
fair value recognised in prior years is
charged/credited to the profit or loss for the
year of the review, unless the original
employee expenses qualify for recognition
as an asset, with a corresponding
adjustment to the share option reserve. On
vesting date, the amount recognised as an
expense is adjusted to reflect the actual
number of share options that vest (with a
corresponding adjustment to the share
option reserve) except where forfeiture is
only due to not achieving vesting conditions
that relate to the market price of the
Company’s shares. The equity amount is
recognised in the share option reserve until
either the option is exercised (when it is
transferred to the share premium account)
or the option expires (when it is released
directly to the retained profits).
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n)

Income tax

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

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

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax
losses and unused tax credits.

Apart from certain limited exceptions, all deferred
tax liabilities, and all deferred tax assets to the
extent that it is probable that future taxable profits
will be available against which the asset can be
utilised, are recognised. Future taxable profits that
may support the recognition of deferred tax assets
arising from deductible temporary differences
include those that will arise from the reversal of
existing taxable temporary differences, provided
those differences relate to the same taxation
authority and the same taxable entity, and are
expected to reverse either in the same period as
the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising
from the deferred tax asset can be carried back or
forward. The same criteria are adopted when
determining whether existing taxable temporary
differences support the recognition of deferred tax
assets arising from unused tax losses and credits,
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n)

Income tax (Continued)

that is, those differences are taken into account if
they relate to the same taxation authority and the
same taxable entity, and are expected to reverse
in a period, or periods, in which the tax loss or
credit can be utilised.

The limited exceptions to recognition of deferred
tax assets and liabilities are those temporary
differences arising from goodwill not deductible for
tax purposes, the initial recognition of assets or
liabilities that affect neither accounting nor taxable
profit (provided they are not part of a business
combination), and temporary differences relating
to investments in subsidiaries to the extent that,
in the case of taxable differences, the Group
controls the timing of the reversal and it is probable
that the differences will not reverse in the
foreseeable future, or in the case of deductible
differences, unless it is probable that they will
reverse in the future.

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

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

Additional income taxes that arise from the
distribution of dividends are recognised when the
liability to pay the related dividends is recognised.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n)

(o)

Income tax (Continued)

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

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

— in the case of deferred tax assets and
liabilities, if they relate to income taxes
levied by the same taxation authority on
either:

— the same taxable entity; or

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

Provisions and contingent liabilities
Provisions are recognised for liabilities of uncertain
timing or amount when the Company or the Group
has a legal or constructive obligation arising as a
result of a past event, it is probable that an outflow
of economic benefits will be required to settle the
obligation and a reliable estimate can be made.
Where the time value of money is material,
provisions are stated at the present value of the
expenditure expected to settle the obligation.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o)

(p)

Provisions and contingent liabilities
(Continued)

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

Revenue recognition

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

(i) Sales of software and hardware
Revenue is recognised when the Group has
transferred to the customer the significant
risks and rewards of ownership of the
goods. Revenue excludes value added and
business taxes, and is after deduction of
any goods returns and trade discounts.

(i) Income from provision of maintenance and
other services
Revenue from maintenance and other
services is recognised at the time when the
service is performed.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(p) Revenue recognition (Continued)

(ifi)

(iv)

v)

(vi)

Dividends

— Dividend income from unlisted
investments is recognised when the
shareholders’ rights to receive
payment is established.

— Dividend income from listed
investments is recognised when the
share price of the investments goes
ex-dividend.

Interest income
Interest income is recognised as it accrues
using the effective interest method.

Value added tax refunds

Value added tax refunds is recognised when
the acknowledgement of refunds from the
Tax Bureau has been received.

Government grants

Government grants are recognised in the
balance sheet initially as deferred income
when there is reasonable assurance that
they will be received and that the Group
will comply with the conditions attaching to
them. Grants that compensate the Group
for expenses incurred are recognised as
revenue in profit or loss on a systematic
basis in the same periods in which the
expenses are incurred. Grants that
compensate the Group for the cost of an
asset are recognised in profit or loss as
revenue on a systematic basis over the
useful life of the asset.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q)

(r)

Deferred income

Warranty costs are received in advance for the
whole period under warranty and are recognised
in the balance sheet initially as deferred income.
They will be deferred usually for one year and
subsequently charged to the consolidated income
statement when incurred.

Translation of foreign currencies

Items included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment in
which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in RMB, which is the Group’s
presentation currency. The functional currency of
the Company is Hong Kong dollars and the
presentation currency is RMB. The reason for using
RMB as a presentation currency of the Company
is that the functional currency of the substantive
entities within the Group is RMB.

Foreign currency transactions during the year are
translated into RMB at the exchange rates ruling
at the transaction dates. Monetary assets and
liabilities denominated in foreign currencies are
translated into RMB at the foreign exchange rates
ruling at the balance sheet date. Exchange gains
and losses are recognised in profit or loss.

Non-monetary assets and liabilities that are
measured in terms of historical cost in a foreign
currency are translated using the foreign exchange
rates ruling at the transaction dates. Non-monetary
assets and liabilities denominated in foreign
currencies that are stated at fair value are
translated using the foreign exchange rates ruling
at the dates the fair value was determined.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r)

(s)

Translation of foreign currencies
(Continued)

The results of foreign operations are translated into
RMB at the exchange rates approximately the
foreign exchange rates ruling at the dates of the
transactions. Balance sheet items, including
goodwill arising on consolidation of foreign
operations acquired on or after 1 January 2005,
are translated into RMB at the foreign exchange
rates ruling at the balance sheet date. The resulting
exchange differences are recognised directly in a
separate component of equity. Goodwill arising on
consolidation of a foreign operation acquired
before 1 January 2005 is translated at the foreign
exchange rate that applied at the date of
acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative
amount of the exchange differences recognised in
equity which relate to that foreign operation is
included in the calculation of the profit or loss on
disposal.

Related parties
For the purposes of these financial statements, a
party is considered to be related to the Group if:

(i) the party has the ability, directly or indirectly
through one or more intermediaries, to
control the Group or exercise significant
influence over the Group in making financial
and operating policy decisions, or has joint
control over the Group;

(i) the Group and the party are subject to
common control;

(iif) the party is an associate of the Group or a
joint venture in which the Group is a
venturer;
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s)

®)

Related parties (Continued)

(iv) the party is a member of key management
personnel of the Group or the Group’s
parent, or a close family member of such
an individual, or is an entity under the
control, joint control or significant influence
of such individuals;

(v) the party is a close family member of a party
referred to in (i) or is an entity under the
control, joint control or significant influence
of such individuals; or

(vi) the party is a post-employment benefit plan
which is for the benefit of employees of the
Group or of any entity that is a related party
of the Group.

Close family members of an individual are those
family members who may be expected to influence,
or be influenced by, that individual in their dealings
with the entity.

Segment reporting

A segment is a distinguishable component of the
Group that is engaged either in providing products
or services (business segment), or in providing
products or services within a particular economic
environment (geographical segment), which is
subject to risks and rewards that are different from
those of other segments.

In accordance with the Group’s internal financial
reporting system, the Group has chosen business
segment information as the primary reporting
format and geographical segment information as
the secondary reporting format for the purposes
of these financial statements.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

®)

Segment reporting (Continued)

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a
segment as well as those that can be allocated on
a reasonable basis to that segment. For example,
segment assets may include inventories, trade
receivables and property, plant and equipment.
Segment revenue, expenses, assets and liabilities
are determined before intra-group balances and
intra-group transactions are eliminated as part of
the consolidation process, except to the extent that
such intra-group balances and transactions are
between group entities within a single segment.
Inter-segment pricing is based on similar terms as
those available to other external parties.

Segment capital expenditure is the total cost
incurred during the period to acquire segment
assets (both tangible and intangible) that are
expected to be used for more than one period.

Unallocated items mainly comprise financial and
corporate assets, interest-bearing loans,
borrowings, tax balances, corporate and financial
expenses.
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Notes to the Financial Statements

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for
the current accounting period of the Group.

Note 2 summarises the significant accounting policies of
the Group after the adoption of these developments to
the extent that they are relevant to the Group. The
adoption of the new HKFRSs had no material effect on
how the results for the current or prior accounting periods
have been prepared and presented. Accordingly, no prior
period adjustment has been required.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period (see note 33) except for HK(IFRIC) 10,
Interim financial reporting and impairment, which is
effective for annual periods beginning on or after 1
November 2006.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies
which are described in note 2, management has made
the following judgements that have significant effect on
the amounts recognised in the financial statements. The
key assumptions concerning the future, and other key
sources of estimation uncertainty at the balance sheet
date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are also discussed below.

Impairment of property, plant and equipment,
land lease prepayments and intangible assets
In determining whether an asset is impaired or the event
previously causing the impairment no longer exists, the
Group has to exercise judgement in the area of asset
impairment, particularly in assessing: (i) whether an event
has occurred that may affect the asset value or such event
affecting the asset value has not been in existence; (ii)
whether the carrying value of an asset can be supported
by the net present value of future cash flows which are

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)

3.

BE_ZZRF+ _A=+—BLFEUARKIIE)

B BRERZED
BEGFMARCEMBIRN REETZ
FEMBHREER - LA RAFEARH
Z BT MR R IR AR -

MfFE2 AN R B R AN E B AR B AE R 2 %
AIRZ TR EFTHRME - RATEEY
BREENHAEER A ST HEIBE
EREIDPE L L EX ] 23 Y
EXTE - Ut - AEEBAFHAHH

%go

BR_ZERET—A—BHARFRIEH
S M AENM B L (BRMBREELR
BZEe)2EF105I - AEEAEER
(AR AN & R 1 R AR RO # AT 2B Rl 3
2 (RKE33) -

REaeTtHERETIREM ZE
ERIR

RIERAREEZ &5 BOR (SN HE2) 872
T EEEABRCIERIATHE - MAR
I 7 S5 B 75 S R R P HE AR 2 SRR B R R
AREE - BARAKZEIEZRR - ARRE
BRI REEZEMERNR (AEE
EYTNEMBFEALEERBERAE
TR RIBERT 2 EARER) IR N XHEE

M BBERRE - THBEEENSRK
BREVEERE

RTBETEERTRMEN ZAEZRELZ
EHEETBEE  ASEAHEERE
TEL A - BRI RS - O REEHAER
EFEEEBEZEN  AXEEEEE
ZEBENRBE T FE (D EEZRE
BEREDFIREREREZRBFEMR

77




N
=
=}
o
—
M
o
w
o
3
e
<
)
wv
~+
3
0}
=}
~+
)
=
o
=

o
N
o
(o
3
=
M
a

Notes to the Financial Statements
Bt F5 #R R P 5E

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

4.

78

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Impairment of property, plant and equipment,
land lease prepayments and intangible assets
(Continued)

estimated based upon the continued use of the asset or
derecognition; and (iii) the appropriate key assumptions
to be applied in preparing cash flow projections including
whether these cash flow projections are discounted using
an appropriate rate. Changing the assumptions selected
by management to determine the level of impairment,
including the discount rates or the growth rate
assumptions in the cash flow projections, could materially
affect the net present value used in the impairment test.
The Group determines whether an asset is impaired at
least on an annual basis or where an indication of
impairment exists. This requires an estimation of the value
in use of the asset. Estimating the value in use requires
the Group to make an estimate of the expected future
cash flows from the assets and also to choose a suitable
discount rate in order to calculate the present value of
those cash flows.

Impairment of receivables

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

RSt A RAET T RESY ZE
ERIR (&)

P - EBERRE - THBEERSK
ERBERLEERE &)

BREEREEXTBHAEEMEL G
) BTSIHr ¢ R (i) REH R & R E TR
FIEMZIBREEIERR BRAFRER
ERAESERABEERRTIARR - &H
EABHEETREKTRAREZRR (2
ERERETAR T 2B XLIRRRER
2B SREFERENATMERZ
REFHE AKEE)EEFETEER
BHIREE  AEEFEREDTR - EF
ZHAEECHEREE - HHEREE
B BREAKEGFEEZERRERE
mE - WAREZFREREZREM
REBEO MR -

FE W RIE 2 RE
AEBRKFIBREZBE - HREFE
B 2R EEE MRER DT - ARRIR
EEBABZHE MRS - R EZFE
WA Z R BRBER - BIEHAREH
B - BEREEFZAREENEEWRE
£ MERNEEEF Z BRI AR WME
B ORERENRZEES - RIFTREZAIER
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EXHE
ARARRREERAR - AEBMZEBE
BRAEMEHRE BHEE  RERR
K RMHE IR -

TURNOVER 5.
The Company is an investment holding company. The
principal activities of the Group are development of
computer software, resale of hardware, provision of
system integration and maintenance.

Turnover represents the sales value of goods supplied
and services provided to customers, which excludes
value-added and business taxes, and is after deduction
of any goods returns and trade discounts. The amount of

EEBRERETEPEAERERE 2HE
B ETEEEERIERR - YRR
EAREMBETARIGE - FARER
BERCSRENmBRSBEOT

each significant category of revenue recognised in

turnover during the year is as follows:

2006 2005
—EERE —ZETRF
RMB’000 RMB’000
ARET T AREFIT
Sales of software HFHE 16,387 23,732
Sales of hardware S 764 2,341
Maintenance and other services fees A CYSER B = 8,622 5,173
25,773 31,246
OTHER REVENUE AND NET INCOME 6. Hiplhsm R WA FE
+H
B 2?06 B 2005
=5 1 YA —PERE 2
RMB’000 RMB’000 B
ARMT R ARWETF T o
b3
Other revenue H b 25 at
Interest income from bank deposits RITFRF B WA 268 168 §
Interest income from others H b F) B U A - 66 Eﬁ
Value-added tax refunds HERE 2,815 2,917
Government grants received B U B R 213 84
Gain on disposal of subsidiaries HEWE ARz Yss
(note 34) (Fft=E34) 160 —
Recovery of bad and doubtful debt RERR Z I 557 =
Others H At 317 20
4,330 8,265
Other net income HAi W AR5
Net realised and unrealised gains BEHEZEEEK
on trading securities I8 B F A 1,518 185
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7.

80

(LOSS)/PROFIT BEFORE INCOME TAX 7. HBRFEHA 2 (BE) RF
(Loss)/profit before income tax is arrived at after charging/ HBRFAEFATZ (BB) sF B0k, GGt
(crediting): A) NoIEIR
2006 2005
—EEXRF —ETRF
RMB’000 RMB’000
AR¥T T AREF T
(a) Staff costs BTIRA
Retirement benefits scheme R RAEF T B
contributions 1,058 727
Employee share option benefits & & B B # 4% 5l - 393
Salaries, wages and other 5o ILEREMEF
benefits 15,545 14,860
Total staff costs * A8 TR # 16,603 15,980
Less: Amount capitalised as W BEIER B
development costs AR 2 I8 (10,404) (3,079)
6,199 12,901
(b)  Other items HiE g
Cost of inventories sold and EHFERREMR
services rendered * AR 75 2 B A # 10,379 10,748
Amortisation of intangible assets 12 & 7= # £4 5,859 5,450
Auditors’ remuneration 1% B AN B & 403 379
Depreciation # PrE 1,356 1,361
Less: Amount capitalised as B BAER KA
development costs Z 5 - (255
1,356 1,106
Amortisation of land lease T A E AR
prepayments SRIBHESE 87 87
Operating lease charges in T RIEF L&
respect of land and buildings HAE A 387 537
Impairment loss for bad and RIZRBEEE
doubtful debts - 3,700
Impairment loss on intangible mRAE
assets BB B 1R 2,517 483
Loss on disposal of property, HEMHE - e K
plant and equipment X E51E 2 134
Research costs iff 22 A AN 3,871 4,156
# Cost of inventories sold and services rendered # EHFERRERBEZKAR - 2

includes staff costs of approximately
RMB2,204,000 (2005: RMB2,469,000) and
depreciation expenses of approximately
RMB83,000 (2005: RMB38,000) that are also
included in the respective total amounts
disclosed separately above for each of these

types of expenses.

B IRAKARME2,204,000
T(ZZZTRE : ARK
2,469,0007T) RITEFRLZHAR
#83,0007c (ZZZTRHF : AR
#38,0007T) * B ET A Ll & FH
STHEREERTHREZBSEE
ﬁq °
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8. INCOME TAX IN THE CONSOLIDATED 8. #HRAWZRZFESH
INCOME STATEMENT
(@) Income tax in the consolidated income (a)

REWERZAEHIE

statement represents:

2006 2005
—EEXREF —ETRF
RMB’000 RMB’000
AR T ARBEFIT
Current tax — Provision BEMRE-PEALE
for the PRC enterprise FrisBiieE
income tax
Provided for the year NEFEEE 369 1,134
Deferred taxation IEERIE
Origination and reversal Ty = R AROR kB E
of temporary (KtzE26 (a))
differences(note 26(a)) (396) (673)
Tax (credit)/expenses B GIA) /BX (27) 461

Note:

No provision for Hong Kong profits tax has been made as
the Group has no estimated assessable profits for the
years ended 31 December 2006 and 2005. Taxes on
profits assessable elsewhere have been calculated at the
applicable rates of tax prevailing in the jurisdiction in which
the Group operates, based on existing legislation,
interpretations and practices in respect thereof during the
year.

Fujian Shine Science & Technology Limited (“Fujian Shine
Science”), which is a subsidiary of the Company and
obtained the approval from PRC tax authority on 26
February 2003, is exempted from PRC enterprise income
tax for the two years starting from its first profit-making
year after Fujian Shine Science became a wholly foreign-
owned enterprise, and is entitled to a 50% relief on PRC
enterprise income tax for the subsequent three years. No
provision for PRC enterprise income tax has been made
in the financial statements of Fujian Shine Science as Fujian
Shine Science has no estimated assessable profits for the
year ended 31 December 2006. For year ended 31
December 2005, Fujian Shine Science was subject to PRC
enterprise income tax at a rate of 15%.

B &E -

HRAEBRBE-_TERFR-_TE
RE+ A=+ —HLEFETEMEFE
ARBURA - I EAEEFNEBELE
I « RIBAKBEEBEREE S
BEAZRBEED - RERIED] - ERE
w2z BIAERIEE 2 RITER X
AHE

RAFIMERRRENERRER AR
([BEFER=EE=F=_A=1+~
BEREFBERSEELE  HERENE
BRABEINEDER S EEFFE RN
EFEEERCHMNTECEMSH - m
B& 1% = 4F Bl A] R 2. 50% P B (> S FT 15
o ARBEFENEEZ_ZZT F+
Z A=+ B IEFEWETAGTER
Fim ) - SRR E 2 MR &
B b FE PR AS B AR AT A o Fai
:ff£$+ A=+—RLt&EE "

ME&H$W%%H¢I¢%%
mo
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8.

82

INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (Continued)

(a)

Income tax in the consolidated income

statement represents: (Continued)

Note: (Continued)

Shanghai Shine Science & Technology Limited
(“Shanghai Shine Science”), which is a subsidiary of the
Company and obtained a certificate of “Software
Enterprise” on 10 April 2002, is exempted from PRC
enterprise income tax for the two years starting from its
first profit-making year, and is entitled to a 50% relief on
PRC enterprise income tax for the subsequent three
years. Accordingly, Shanghai Shine Science is subject
to PRC enterprise income tax at a rate of 7.5% for the
years ended 31 December 2006 and 2005.

No provision for PRC enterprise income tax has been
made in the financial statements of Fuzhou Xinwangluo
Network Company Limited (“Xinwangluo”) and Shanghai
Xingyishi Management Consulting Company Limited
(“Shanghai Xingyishi”), subsidiaries of the Company, as
Xinwangluo and Shanghai Xingyishi have no estimated
assessable profits for the years ended 31 December
2006 and 2005. Shanghai Xingyishi has been disposed
of during the year.

No provision for PRC enterprise income tax had been
made in the financial statements of Shenzhen Yinggitong
Technology Limited (‘Shenzhen Yinggitong”), a subsidiary
of the Company, as Shenzhen Yinggitong has no
estimated assessable profits for the years ended 31
December 2006 and 2005. Shenzhen Yingquitong has
been disposed of during the year.

8.

REWBERZAEHR (&)

(a)

meEWERZAERE (&)

B« ()
ARRME AR LB ERRER QA
(TEBHEDR—TFE—FHA+BR
SIRHEEIFE - 8B EENFER
EReHMPBELEMSHME M
& = FRRF50%H B EEHMSH -
- RBE—ZZER_TTAF+
“A=t+—BLFE - LEREREH
K7 5% BB ERSH -

HRAARME QRN EFREE
AR (GhEMERE]) R DEREHRE
B#AGRAR ([ HEREH]) REE
TETREFRETERF T A=1—
HIEFE WG ERTRET - SR
MR EERE R M HRRER
REIESHIEL S - DEEEH
ERFEALE -

BARARRZHE A BRI R ER
EERAT (DRYIMREE]) REE=
EERNFR_ETERAF+_A=1+—H
LIEFEWEEFERTOSEA - BURYIT
R BRI ER R BECEME
PAEL B - RYITIREABERFAL
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REWBERZAEHR ()

BRERABRGFEZHE GA)
BIXEES (BR) BRI zY

8. INCOME TAX IN THE CONSOLIDATED 8.
INCOME STATEMENT (Continued)
(b) Reconciliation between tax (credit)/ (b)
expense and accounting (loss)/profit at

applicable tax rates: R :
2006 2005
—EERE —ETHF
RMB’000 RMB’000
ARETT ARBTT
(Loss)/profit before income tax ~ FERETEF AT Z (B518) & FI (6,618) 1,399
Notional tax on (loss)/profit REATE
before income tax, calculated AT E 2 HBRFTEBLAT
at the applicable rate 2 (E518) /& 7
BEMIA (2,148) 462
Tax effect of non-deductible AR A 2 B 2
expenses 632 595
Tax effect of non-taxable IR S 2 B IS o 2
revenue (518) (831)
Tax effect of unused tax losses 7 7 33 & A 5 FA §i 1B
not recognised B RGR2 1,315 677
Tax effect of utilisation of tax RERDFEARIEESRE
loss not recognised 2RI E - (25)
Effect of different tax rates of NEBMKE A A
companies of the Group TR E Z 2 692 (417)
Actual tax (credit)/expense EBREBEGIA) HAX (27) 461 B
m
9. DIRECTORS’ REMUNERATION 9. EEME
Directors’ remuneration disclosed pursuant to section 161 BIEEBRNENE161 T HE L ESWE ot
of the Hong Kong Companies Ordinance is as follows: wmr E
el
2006 2005
—EEXREF —ZTTRHF
RMB’000 RMB’000
AR¥T AR T T
Fees ik 168 240
Salaries and other emoluments ¥ N At E o 3,048 1,162
Bonus TEAL 33 124
Employee share option benefits & B I5 ik iR Al - 51
Retirement benefit scheme RIRTE A ET SR
contributions 14 18
3,263 1,595

83




Notes to the Financial Statements
Bt F5 #R R P 5E

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

9. DIRECTORS’ REMUNERATION (Continued) 9. E =M% (&)

Details of directors’ remuneration by individuals are as BRIATZEEMESEBFOT -
follows:
Retirement
Employee henefit
Salaries and share option scheme
Fees other benefits Bonus benefits  contributions Total
HeR L EiEA
fie EEA T4 REEA I [ @it

RMBOOO  RMBOOD  RWBOO0O  RMBOOD  RWBOOO  RMBOOO
ARBTR  ARETR  ARBTR  ARETR  ARETR  ARETR

Executive directors #17Es
Wang Zhong Sheng (note 1) T () = 1,024 = = = 1,024
Shi Liang (note 1) oz (W) = 819 = = = 819
Gu Yun (note 2) FE R = 208 11 = 8 222
Quu Yixin note 2) 5= (R t2) = 233 - - - 233
Li Xiaoyuan (note 2) Fihve (W) - 2 2 = 1 %
Jiang Yulal (note?) TER (Hit2) = 66 3 — 3 7
Chen Yunrong (note 2) =1 (f£2) = 187 10 = 4 151
Non-executive directors FUTES
A Chang Jian (note 1) EE (W) = 205 = = = 205
= Kwok Shun Tim (note 1) Ptg (W) - 205 S S S 205
E Chen Qun (note 2 B (fzk2) = 19 = - - 19
2 Ye Jinxing (note 5) 08 (Wisko) = 110 7 = 3 120
?D Independent non-executive BUFHES
‘g directors
o Yan Chang Ming (note 3) R (f£3) 18 = = = = 18
a Luo Wei Kun note 3) BHE (W) 18 - - - - 18
S Pang Yuk Fong (note 3) Zx5 (W3k3) 18 = = = = 18
° Choy Tak Ho (note 4 B (Hi4) 4 - - - - 4
2 Liu Bo [note 4) 2% (izk4) 18 - - — — 18
= Sin Ka Man (note 4) AR E () 51 - - = = 51
E
Total in 2006 RZFENE 285 168 3,048 88 — 14 3,263
Note: B &E
1, Appointed as executive director on 16 May 2006. 1 RZZZRFRA T ANBEZERNT
Exo
2. Resigned as executive director on 16 May 2006. 2. R-ZZEZT AR+ RBEENTE
=.
3. Appointed as independent non-executive director on 15 3. RZZZERFNATHLBEZELABE L
August 2006. 3F$ﬂﬁ§$
4, Resigned as independent non-executive director on 15 4. RZZTRFNA+ I BEEEIFHR
August 2006. TEF -
5, Redesignated as non-executive director from executive 5. RZZERFRATNBRBTESZR

.

director on 16 May 2006. FUESESHEZRABIENTES -
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E-BEAFT-AST-ALFE UARKIIE)

DIRECTORS’ REMUNERATION (Continued) 9. EEME (8
Retirement
Employee henefit
Salaries and share option scheme
Fees other benefits Bonus benefits  contributions Total
#e% =] AR
ik R A RERA TR @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETTE  ARETr  ARETR  ARETr  ARETR  ARETx
Executive directors HIES
Gu Yun Bz = a7 37 = 3 257
Qiu Yixin il — 304 37 — 3 344
Ye Jinxing e = 157 23 = 3 183
Li Xiaoyuan EX\y = 37 = = 3 40
Jiang Yulai 57 — 173 2 — 3 203
Chen Yunrong E = 274 = = 3 77
Non-executive director FunEs
Chen Qun # 21 = = = = 21
Independent non-executive BUkunES
directors
Choy Tak Ho -2 73 = = 17 = 90
Liu Bo % 73 — — 17 — 90
Siu Ka Man FRE 78 - = 17 = o)
Total in 2005 RZRBRE 24 240 1,162 124 51 18 1595
Certain directors were granted options to subscribe for ETEEERXERENARERNARRKRG

shares in the Company. The details of the share options
granted and outstanding in respect of each director as at
31 December 2006 and 2005 are disclosed under the
paragraph “Share Option Scheme” in the directors’ report
and note 29.

During the years ended 31 December 2006 and 2005,
no directors waived any emoluments. No inducement
payments to join or upon joining the Group or as
compensation for loss of office was paid or payable to
any director for the years ended 31 December 2006 and
2005.

Each of the executive directors entered into a service
contract with the Company for a term of three years and
these contracts shall continue thereafter until terminated
by either party giving to the other not less than three
months’ notice in writing.

RIBERNFR_EZRF+_A=1+—
HERERAMAITEBREZFBNRES
SHRE [ERETE] — B R E20RE

g% ©

THFE+TZZH=
d *ﬁﬂﬁgﬁyﬁfﬂﬂ%é—? °
%@E_gg/\iﬁ_ggﬁiﬂ—:ﬂz
T—BIEFE  WEREANESIE
AT I AZR &2 B =i 58 N A 7R £ B B 2 2
B SR

BERTEFEARER ARG EH iﬂ;ﬁ
R=%F &t%é%ﬁﬁ?ﬁﬂ%%%ﬁﬁ
ERA—TRARZ—AEL IR ={E
BATARIERLE ©
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10. INDIVIDUALS WITH HIGHEST

EMOLUMENTS

Of the five individuals with the highest emoluments, all
(2005: all) are directors whose emoluments are disclosed
in note 9. However, one of the five highest paid directors
of the Company resigned and remained as an employee
of the Group during the year, whose emolument as director
is set out in note 9 above. The emolument for the resigned
director remained as an employee is as follows:

10.

REHAL

hEBESFALT  ME(CTERHF M
B)RES  BEZMERNKFOWE - A
M FRARRTALERDHFESTZ B
T YHREEAAEBZESR  RIERE
EZMER LA - EREESE
REEZMEIT

2006 2005

—ETXREF —ETERE

RMB’000 RMB’000

AR¥T T ARETIT

Salaries and other emoluments e REMmie 13 —
Retirement scheme contributions RIRET B R 3 —
16 —

During the years ended 31 December 2006 and 2005,
no emoluments were paid or payable to the five highest
paid individuals (including directors and other employees)
as inducement to join or upon joining the Group or as
compensation for loss of office. For the year ended 31
December 2006, the emoluments of the one individual
with the highest emoluments are within the following band:

REBEE_ZEENEN_ZTETRF+_A=
T—HRLEEE  SiEARENKENEE
EZNEMEETEAZRERRTALTZ
M (ERBREBEENARSEESMARE
B2 RESIEABERME  REE_Z
ERNF+ZA=Z+—HLEEE —FFS
FALZBEN TUTEE :

Number of individuals

AE
2006 2005
—EEXRE —ETREF
RMB Nil — RMB1,060,000 (equivalent AREZT— AR
to approximately HK$ nil to 1,060,0007T (X948 & 1A
HK$1,000,000) Z T £ 1,000,000 7T) 1 .
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11.

12.

13.

(LOSS)/PROFIT ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

The consolidated (loss)/profit attributable to equity
shareholders of the Company includes a loss of
approximately RMB7,732,000 (2005: RMB3,634,000)
which has been dealt with in the financial statements of
the Company.

(LOSS)/EARNINGS PER SHARE

(@) Basic (loss)/earnings per share
The calculation of basic (loss)/earnings per share
is based on the loss attributable to equity holders
of the Company of approximately RMB6,591,000
(2005: a profit of approximately RMB938,000) and
the weighted average of 473,000,000 (2005:
473,000,000) ordinary shares in issue during the
year.

(b) Diluted (loss)/earnings per share
There is no potential dilution of loss per share
during the year ended 31 December 2006.

The diluted earnings per share for the year ended
31 December 2005 was the same as the basic
earnings per share as the exercise price of the
Company’s outstanding share option was higher
than the fair price per share of the Company during
the year ended 31 December 2005.

SEGMENT REPORTING

Segment information is presented in respect of the
Group’s business segments. As all of the Group’s revenue
and results were substantially derived from the PRC, no
geographical segment information is presented.

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

11. ARATEZBRREMS (BB & F
AR R RELGRE (B518) &
BEERARAVBEREREEZEBLOA
R¥7,732,000c (ZZZTHF : ARK
3,634,0007T) °

12. B (B8 &F
(@) EBREX(ER) BA
BREXR (BB /BFITRAAR
BB EAEBEEBEROARYE
6,591,0007C (ZZEZFHEF : HH 4
AR ¥938,0007T) R FRNE EBEITE
38 A% N4 7 928 473,000,0008% (=
TETHE : 473,000,0008%) 5+ & -

(b) SKREE (FHE) BA
BE-FTEAF+-A=+—BL
FE - HEREETESHEES -

RBEE_ZTZRF+_A=+—H
LEFE - BRARBIRTTERERE
ZITREBEBRARBEREN 2 F19
mERS MEBEE_ZTTOHF+=
A=+t—BLEFEZEREFTEF
HEREAREFER -

13. ZEEW
PBERBRAEEZ LBEHHB25] - R
AEEZ NS REBADBDERERE -
A 2 510 5 SR

N
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7 8B 2 ) (4])
%ﬁ\%
AEBZEBEEHHRE

13. SEGMENT REPORTING (Continued) 13.
Business segments
The Group comprises the following main business

segments:

Software sales Sales of software relating to NI E EREHEERS e
securities and financial BhE BB 2 '
industries in the PRC

Hardware sales Sales of hardware e S SHE 4

Provision of Provision of technical support for R AE(E MERFRERIi T

maintenance its customers K H A AR 75 & R %
and other
services
() An analysis of the Group’s revenue and results by () REBRERHHBEI D 2 e R
business segments is as follows: BOMMWT :
2006 2005
—ETRE —EERF
RMB’000 RMB’000
ARET AREFIT
Revenue from external REMREE 2 W=
customers
5 Software sales MIFEHE 16,387 23,732
3 Hardware sales & 764 2,341
o Provision of maintenance TR A e I B A RS
g and other services 8,622 5173
3
3 Total revenue from external REIREFE 2K B 58
% customers 25,773 31,246
3
m
= Other revenue H it U 35
5‘? Software sales HEHE 2,815 2,917
£ Unallocated items AHBIEE 1,515 338
a)
i Total other revenue H b U 25 AR RE 4,330 3,255
=
& Total operating revenue I ZE AR 30,103 34,501
o
Segment results DEEE
Software sales HEHE 3,771 11,845
Hardware sales W E 29 95
Provision of maintenance R4S R H A AR
and other services 8,456 14,898
12,256 26,838
Unallocated operating income RO LB A KL
and expenses (18,874) (25,439)
(Loss)/profit before income tax  F1[& Fr 5 %4 Al Al Z
(&8) & F (6,618) 1,399
Income tax FriS#t 27 (461)
(Loss)/profit for the year REE (BEB),#F (6,591) 938
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13. SEGMENT REPORTING (Continued) 13.

Business segments (Continued)

(i

(i)

An analysis of the Group’s depreciation and

2 EB 2, (&)
EB o (&)

iy AKREZERBOEME D 2ITENLE

amortisation by business segments is as follows: HATAT
2006 2005
S L —TTRE
RMB’000 RMB’000
ARET ARETIT
Depreciation and amortisation 7 & [ # &
Software sales M E 6,585 6,077
Hardware sales e - —
Provision of maintenance TR A S R H A AR
and other services 65 36
Unallocated assets ROMEE 652 785
7,302 6,398

An analysis of the Group’s assets and liabilities by

(i) AEEZREBHITE L EERE

business segments is as follows: BT :
2006 2005
—ETXRE —EERF
RMB’000 RMB’000
ARET T AREF T
Segment assets PHEE
Software sales B EEE 22,080 17,670
Hardware sales B E 274 1,137
Provision of maintenance TR 4 e K E b R 7%
and other services 133 147
22,487 18,954
Unallocated assets ROBEE 34,613 41,078
Total assets BE E 57,100 60,032
Segment liabilities PEEE
Software sales B EEE 6,061 3,856
Hardware sales B E 38 78
Provision of maintenance RS R E A AR TS
and other services 1,616 1,551
7,715 5,485
Unallocated liabilities ROEEE 7,057 5,166
Total liabilities BEE 14,772 10,651
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13. SEGMENT REPORTING (Continued) 13. o HEH (&)
Business segments (Continued) Ko ()
(iv)  An analysis of the Group’s capital expenditure by vy, AEERXEBHIE D 2ERRR
business segments is as follows: STOMMT
2006 2005
—EEXRE —ETRF
RMB’000 RMB’000
ARET ARBTT
Capital expenditure BEAXREX
Software sales I E 10,749 3,588
Hardware sales WS - —
Provision of maintenance R #E S R H M AR 75
and other services 285 55
Unallocated assets ADEEE 549 1,107
11,583 4,750
14. PROPERTY, PLANT AND EQUIPMENT 14. Y% - BEBERRE
3 (@) The Group (a) &&EHE
>
2
S Furniture
% Leasehold  Leasehold ~ Computer and Motor
?D buildings improvements  equipment  equipment vehicles Total
5’ HEg: HEXBIR EERE HERRG RE @it
% RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
S ARETR  ABBTR ARMTR ARMTR ARETR  ARETR
c
A
2 Cost RE
5: At 1 January 2005 R-ZE51%F-A-H 1,673 1,085 4486 665 1,099 8,998
§ Additions AE - 97 381 78 — 1,416
Disposals HE - (1,035) (2,809) (57) (206) (4,100)
Exchange adjustments B A = = = @) = @)
At 31 December 2005and R EERELA
1 January 2006 Zt-AR-EENE
-A-H 1,673 97 2,064 684 894 6,272
Additions AE - — 4 108 330 1,179
Disposal of subsidiaries HERBAR = = ) = = 1)
Disposals HE - (38) (275) 62) (435) (810)
Exchange adjustments B A = = ?) 4 = (0)
31 December 2006 R_REAETZA=1-H 1678 919 2487 726 789 6,504
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

14. PROPERTY, PLANT AND EQUIPMENT 14. Y% > HBREHE (@)
(Continued)
(@ The Group (Continued) (a) ZAKME (8)
Furniture
Leasehold  Leasehold Computer and Motor
buildings improvements  equipment equipment vehicles Total

HERT RERBIR  SERE GERRR nE #it
RMBOOO  RWBOOO  RWBOOO  RMBOOO  RMBOOO  RMBIOO
ARETR  ARETL  ARMTL  ARETR  ARBTI  ARMTR

Accumulated depreciation ~ B3fifE

At1 January 2005 R=ZERE-A-A 40 1,032 2,888 314 414 4688
Charge for the year ERZH 84 197 818 131 131 1361
Disposals HE = (1,089) (2.659) (46) (194) (3,934)
At 31 December 2005 RZEEREF-A=1-H
and 1 January 2006 “555-A-R 124 194 1,047 399 351 2115
Charge for the year ERZH 82 397 622 139 116 1356
Disposals of subsidiaries HERBAR = = U] = = )
Disposals e = = (299) (52) (224) (575)
Exchange adjustments B A% = = i) ) = () 5
At 31 December 2006 RZEERFTZA=T-H 206 591 1,362 482 243 2,884 %
Net book value FEFE
At 31 December 2006 RZFERFTZA=1-H 1467 38 1125 244 546 3710 f
g:_\,
At 31 December 2005 R-EFRET-A=1-R 1549 763 1017 285 543 4,157
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

14. PROPERTY, PLANT AND EQUIPMENT 14. ¥ - #33 KRB (B)
(Continued)

(b) The Company (b) ZAAF
Computer  Furniture and Motor
equipment equipment vehicles Total
BiRE RERRE AE @t
RMB’000 RMB’000 RMB'000 RMB’000

ARET T ARBTT ARBTT ARETT

Cost RE
At 1 January 2005 R-EZHF—A—H 42 106 — 148
Exchange adjustment B % A% = @ = ©

At 31 December 2005 i
and 1 January 2006 X

[
A
B4
<FH’
1
|
I Sm
[
m —+
|
I

TERF-A- 42 104 = 146
Additions RE 35 12 330 377
Exchange adjustment i AR 2) @ = 6)
At 31 December 2006 RZEE F+ZA=1—H 75 112 330 517
)
E Accumulated 2HE
& depreciation
S At1 January 2005 W-2ERE- A0 21 ) — 63
g Charge for the year FRZ 10 21 = 31
;D'
i At 31 December 2005 R-EFRE+-A=1+—H
S and 1 January 2006 RZEEE—-H—H 31 63 = 9
3
< Charge for the year FRZ 8 21 16 45
3 Exchange adjustment X A% (1) @) - )
i
At 31 December 2006 WZEE F+ZA=1—H 38 81 16 135
Net book value REREE
At 31 December 2006 RZZERFTZA=1—H 37 31 314 382
At 31 December 2005 RZEERE+A=1—H 11 41 = 52
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

15. LAND LEASE PREPAYMENTS 15. T #HAEELFKE
The Group
REH
2006 2005
—ETXREF —ETERE
RMB’000 RMB’000
AR¥ET T ARETIT
Net book value at 1 January R—A—BZEREFE
— as previously reported — RAE TR 1,742 —
— effect of adopting HKAS 17 — R BB G AL
FATRZE - 1,829
— as restated — &7 1,742 1,829
Amortisation B 5 (87) (87)
Net book value at 31 December R+-_A=+—HZ2
REFE 1,655 1,742
Current portion of non-current assets IERBNE E Z BIERE 7 (87) (87)
Non-current portion JEBNEAER 5 1,568 1,655
The leasehold land is held under medium term lease and BHREBAOFEVRATRE 2 HE i -
situated in the PRC. The cost of the leasehold land is Bz kAN A ARY1,881,000T (=ZF &
RMB1,881,000 (2005: RMB1,881,000). ZTHF : AR¥1,881,0007T) ° i3

g%

o
iy
=
ha
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

16. INTANGIBLE ASSETS 16. BEEE
The Group
Development
costs
BB AR
RMB’000
ARMET T
Cost RE
At 1 January 2005 R-_EZEZR&FE—H—H 15,331
Additions through internal development 7 8 N EP 5 B Mg R 3,334
At 31 December 2005 and 1 January 2006 RZBEZRFF+_A=+—80K
—ZETRF-HA—H 18,665
Additions through internal development 75 38 X E6 5 B2 i 1 R 10,404
At 31 December 2006 RZZEERF+-_A=+—H 29,069
2 Accumulated amortisation and impairment R @R EE
3
¢ At 1 January 2005 R-_ZZRF—H—H 2,135
§ Amortisation for the year F N 5,450
= Impairment loss BIEEE 483
g e —
3 At 31 December 2005 and 1 January 2006 R-ETHRGE+-A=+—H8K
? —TERF—HA—H 8,068
S Amortisation for the year F N 5,859
2 Impairment loss BB 18 2,517
o e
=
= At 31 December 2006 RZZBTRFE+-ZRA=+—H 16,444
2 -
Net book value BRI R E
At 31 December 2006 RZZBERF+A=+—H 12,625
At 31 December 2005 R_ZZERF+-_A=+—H 10,597
Amortisation of intangible assets is recognised as an B A ER IR AN HIR T 2 ] A4 H
expense on a straight-line basis over their useful lives with NEBEERART
the period of not exceeding five years.
The amortisation charge for the year is included in “cost FREET E R RE W SR [HER ] F
of sales” in the consolidated income statement. AR
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17.

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)

E-BEAFT-AST-ALFE UARKIIE)

INTANGIBLE ASSETS (Continued) 16. B EE (B
During the year ended 31 December 2006, the REBEEZZEENF+_A=+—HLFE
management of the Group assessed the recoverable AN AEECZERBABNGETLEEZ
amounts of the intangible assets. Based on this AR EIFREE - RIBFLE - BREEZEA
assessment, the carrying amount of the intangible assets ERUR T 4 ARE?2,517,0007T ° AT UK [E 5k
was written down by approximately RMB2,517,000. The HERBEAEEAEREMERE - B
recoverable amounts have been determined on the basis EREEFEREZORBREEREASRT
of value in use calculations. Their recoverable amounts FHIRABE 2 TTEE mE A TE R €
are based on certain key assumptions. All value in use mE @ UAREBRIRE15%M#EST - RTEHH
calculations use cash flow projections based on the RMzETEBEEFEEZ RS R=EEA
financial budgets approved by the management cover a TIRIE TR E B 2 THEE R ER M #ET ©
4-year period, and a discount rate of 15%. Cash flow KB ZEBRENERBBAEIRBARER
projections during the budget period for the intangible ABEHMGER 2 IEHMERE -
assets are based on the expected gross margins during
the budget period. Budgeted gross margins have been
determined based on past performance and
management’s expectations for the market development.
INVESTMENTS IN SUBSIDIARIES 17. AMIBRARIZERE
The Company
AR F]
2006 2005
—EEXRE —TTRF
RMB’000 RMB’000
AR¥T AR T T
Unlisted shares, at cost EEMRD - ZIRE 6,018 19
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

17. INVESTMENTS IN SUBSIDIARIES 17. RHBRARIZERE (&)
(Continued)
As at 31 December 2008, the details of all subsidiaries of RZZEZRF+_A=+—H ' KQapT

the Company were as follows: BNBARIZFIBWT :

Proportion of
ownership interest

96

BRERLA
Particulars of issued Group’s
Place of and fully paid share effective
Name of company incorporation  capital/registered capital interest Direct Indirect Principal activities
BRATRBRRE/ LS 1
NEER LR EMERFE BN R EE g TZEE
Shine Science & British Virgin 100,000 ordinary 100% 100% — Investment holding
Technology (BVI) Islands (“BVI") shares of
Company Limited US$0.01 each
(“Shine Science BVI")
ZERAME 100,0008% REZR
(EERXHE]) H v
EER
S
5 Inboom Holdings* BvI 50 ordinary 100% 100% — Not yet commenced business
- Limited (‘Inboom’) shares of
2 US$1.00 each
; ZBRAES 50 HARREE X%
& SHREE1.00%TL
r% EER
2
g Fujian Shine Science PRC Registered capital 100% — 100%  Development of computer
s (REFENEERAF) RMB12,500,000 software, resale of hardware,
? (note (a)) provision of system integration
g. and maintenance in the PRC
= BEMENR hEARHENE AR EPEREEREN  BERAR
= BRAR (W3 (a) (rhE)) A& 12,500,007 REZGEMREERE
Shanghai Shine Science PRC Registered capital 100% — 100%  Development of computer
(EEMERRREBERAF) RMB5,000,000 software, resale of hardware,
(note (b)) provision of system integration
and maintenance in the PRC
EEREIRE el &R EPEREEREMN  EERAR
ARAR (M (b)) AR 85,000,007 REZGEAREERSE
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

17. INVESTMENTS IN SUBSIDIARIES 17. RBBEARZRE (&)

(Continued)
Proportion of
ownership interest

BRERLY
Particulars of issued Group’s
Place of and fully paid share effective
Name of company incorporation ~ capital/registered capital interest Direct Indirect Principal activities
BRATRBRRE/ LS 1

NAER AR 3 2 AMERFSE ERER B B FEEE

Xinwangluo PRC Registered capital 100% — 100%  Resale of hardware and
(BMFEHBRERAR) RMB1,000,000 network installation in the PRC
(note ()

B E RS el &R REEBERHRETREZR
ARAR (W3 () AR %1,000,0007

WEGH IR RERER AR PRC Registered capital 100%  100% —  Provision of natural gases
(note(d)) RMB6,000,000 in the PRC
(A

WP IR AR % gl AR RAERERAR
ARAR (M (d) AR %6,000,0007
(MuAEBH)

WAk Bz R R R R R A A PRC Registered capital 100%  100% —  Provision of natural gases 5
(note(e)) RMB6,000,000 in the PRC
(LK) B

WENKIERRRERA R HE HMEAR RPERERAR fﬁ;
(Kt (e)) (T3 K]) AR 6,000,000

*

year.

Incorporated and not yet commenced business during the

* REREEMARIL R ARG E X
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Notes to the Financial Statements
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

17.

INVESTMENTS IN SUBSIDIARIES
(Continued)

Note:

(@)

Fujian Shine Science is a wholly foreign-owned enterprise
established in the PRC to be operated for 24.5 years up
to July 2022.

Shanghai Shine Science is an equity joint venture
established in the PRC to be operated for 20 years up
to February 2021. The Group nominated Ms. Gu Yun
(“Ms. Gu”), the Chairperson of the Company to hold the
10% interest in trust for and on behalf of the Group.

Xinwangluo is an equity joint venture established in the
PRC to be operated for 10 years up to June 2011. In
January 2005, the Group acquired the remaining 33%
of its interest in Xinwangluo and nominated Ms. Gu to
hold the 33% interest in trust for and on behalf of the
Group.

PGS is a wholly foreign-owned enterprise
established in the PRC to be operated for 31 years up
to November 2036.

WP 7K is a wholly foreign-owned enterprise
established in the PRC to be operated for 31 years up
to November 2036.

18. TRADING SECURITIES

98

17. RBLARAZKRE (&)

fisE -

(@ BRIEARTBEKLZ2INELE
HiaFHAa - +NF¥ T -
FLAILE-

(b) EEFERRFEKIZEERED
¥ OHREEHA— & F-F——
FZALE - AEEREARRAREFEEE
ZE ([BZt]) Mt AREAEE
BHHEA0%ES °

() METREERPEKLIZEEEE D
¥ HEEEHHAI0FE  E-T——4F
NALE - R=—ZTTHFE—HF - AEBEK
BHNN BB T33% e « Wik
FEZTUERARAREREAEBREZ
33% s °

(d) LB ARPBERS 2 2 ERE
HREFHAE=1t—F E_T=R%F
T—ALk-

(€) HEDO R BN BRSL 2 2N ERE
HEEFH/=T—"F E-_T=R%F
+—Alk-

18. B %%

The Group
rEEH
2006 2005
—EERE —TERF
RMB’000 RMB’000
ARET ARET T
Trading securities (at market value) ¥ HEIIKZESZH S
Listed equity securities in Hong Kong BEBEZ ETRAES 1,009 753
Unlisted investment funds in PRC PR ZIELTIREES 1,983 1,000
2,992 1,753




19.

20.

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

INVENTORIES 19. ®E
The Group
AEE
2006 2005
—EEXRE —EERF
RMB’000 RMB’000
ARE T AR T T
Computer hardware and BISE R AEE S
accessories acquired for resale ifn B A 2 B 15 120 121
All inventories were stated at cost as at 31 December RZEERNFR_ZTERF+-_A=1+—H
2006 and 2005. ZEEFEHUNREBEIIE -
TRADE AND OTHER RECEIVABLES 20. EWERRKH i ERRIE
The Group The Company
AEE AT
2006 2005 2006 2005
ZEERE —_ZTNF ZBEARF —_ZTILF
RMB’000 RMB’000 RMB’000 RMB’000
AREBTn ARETT AR%®TR ARBTT
Amounts due from subsidiaries & U fff BB A &) R 3K
(note (a)) K IE (Kt3E (a) - — 19,138 30,907
Trade receivables (note(d)) JE s BR 5k (Bt = (d)) 4,280 6,351 - —
Rental and other deposits e REMZS 111 110 - —
Advances to suppliers BT E R 2 SR 498 453 — —
Prepayments and other AR FIE K&
receivables H b e Y FkIE 7,440 523 868 156
Due from securities broker PR B H 41T
firms (note (b)) A (K EE (b)) 6,646 1,161 - —
Others HAth 1,220 = 324 =
20,195 8,598 20,330 31,063
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Notes to the Financial Statements
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

20. TRADE AND OTHER RECEIVABLES
(Continued)

Note:
(@)

(o)

100

The amounts due from subsidiaries are unsecured, non-
interest bearing and have no fixed terms of repayment.

During the year ended 31 December 2006, the Group
traded equity and debt securities through securities
broker firms. As at 31 December 2006, amount of
approximately RMB6,646,000 (2005: RMB1,161,000)
was due from securities broker firms. The amounts are
unsecured, bears interest at 2.5 per cent. (2005: 2.5 per
cent.) per annum and can be withdrawn by the Group at
any time.

All of the trade and other receivables, apart from rental
and other deposits, are expected to be recovered within
one year.

Included in trade and other receivables are trade
receivables (net of impairment loss for doubtful debts) with
the following ageing analysis as of the balance sheet date:

20. BWRMK H M EWRE (&)

FEN P B A R R USSR - 28 RE
Bl E &R -

HE-_ZTZTF+_-_A=+—H1ItHF
B AEEEB - REFELTEER
AREBES R-TEAF+_A=
+—B ' ZBFELROTZRANBAR
#6,646,000C (ZETHF : B
1,161,0007T) ° ZEHRIELEER - 17
BF25B (ZZTTRF : 2.5F) B K&t
BRAIBAEERERREA -

BRiEe REMESI - BHIMA RKER
R E A UGB R —F AR E -

REBEFEER  FFARBURR L E M
JE TR IR 2 FEM AR R ORUR IR AR 2 IR (B
18) BRie DT AT

The Group
REH
2006 2005
—ETXRE —ZETRF
RMB’000 RMB’000
AR TR ARETT
Within 1 month 1EA A - 3,613
More than 1 month but 1EA#%&E3EARA
less than 3 months 2,279 1,384
More than 3 months but 3EA%E6REAR
less than 6 months 2,001 1,334
More than 6 months but 6@ A& B12(E AR
less than 12 months 1,179 2,927
More than 12 months 12{E A & 2,932 1,761
8,391 11,019
Less: Impairment loss for bad B REBIRZREEE
and doubtful debts (4,111) (4,668)
4,280 6,351

The Group generally grants credit terms of 30 days
to 180 days to its customers. The Group may, on
a case by case basis and after evaluation of the
business relationship and credit worthiness, extend
the credit period upon customers’ request.

REBE—RAETEFIE180HEEH - K

KEAREEBEREE

ISONSEEE 212

REREBER BREPEXREREEH -
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

21. TAX RECOVERABLE 21. Ak EHIE
The Group
AEH

2006 2005
—EEXRF —ETRF
RMB’000 RMB’000
AR¥T T ARET T
Value added tax refunds receivable FEUE BT R T 794 1,046

22. CASH AND CASH EQUIVALENTS 22, BHEeRRLZEEY

The Group The Company
AEH P N/NE|

2006 2005 2006 2005
—BEERFE —_TTHF ZBERE —_ZTTHF
RMB’000 RMB’000 RMB’000 RMB’000
ARBT R ARETT AR%MTR AR®TT
Cash at banks RITIRE 14,886 17,952 1,373 753
Cash on hand FHEES 123 31 - 1
Money at call and short notice %2 Hi 3@ £ 3X - 14,035 - —
Cash and cash equivalents RehBeEEY 15,009 32,018 1,373 754

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Money at call and short notice
for the year ended 31 December 2005 were made for
various periods between one day and seven days
depended on the immediate cash requirement of the
Group and earned interest rate at the respective short
term time deposit rate.

ROTRESIREBEARTERME - ¥
BNERBREBANE: BE_ZTTRF+ A
=t ALEFEZEHBARFTERE AN
SEZARRSHFTRMANF—BELH
Z T RMEEL - WiZEE T RERA
REREUH S,
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

23. TRADE AND OTHER PAYABLES 23. ENFRAREMESRIE
The Group The Company
KEH PN
2006 2005 2006 2005

—BEXRF —_TTHF —BEAF —TTILF
RMB’000 RMB'000 RMB’000  RMB’'000
ARBTR ARBTIT AR®TR ARBTT

Trade payables FERT AR K 26 78 - =
Amount due to a e EEHRIB
director (note (a)) (FF5E (@) 1,549 — — —
Deposits received from Mm% WEE S
customers 6,111 3,861 - —
Employees welfare payable FERT B Itz A 609 603 — —
Accrued expenses and ErrAE Rk
other payables H & 5 5108 3,997 1,617 4,140 596
Other tax payables Eh FE #7518 353 1,112 3 —
12,645 7,271 4,143 596
5
>
% Included in trade and other payables are trade payables REER - BIEREN KRR EMER R
2 with the ageing analysis as of the balance sheet date: THH FER BRFERE AT A0 T
;
3 The Group
3 L
z 2006 2005
S ZEEXRE —ZTTHF
A RMB’000 RMB’000
e ARMF T ARBT T
3
a After 1 month but less than 3 months 118 A & 831E A A 26 78
Note: B &E
(a) The amount due to the director — Wang Zhong Sheng (@) BERNEZTRBIRBERAEERR 28
is unsecured, non-interest bearing and repayable on RARERER -
demand.
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

24. DEFERRED INCOME 24. EEWA
The Group
AEH
2006 2005
—EEXRE —EERF
RMB’000 RMB’000
ARMT T ARET T
At 1 January Rn—A—H 1,546 856
Released to the consolidated ERESRAENER
income statement (1,546) (856)
Income deferred during the year F N RERA 1,616 1,546
At 31 December R+=—A=+—H 1,616 1,546
25. TAXATION PAYABLE 25. FEHBIE
The Group
REE
2006 2005
—EEARE —EERF
RMB’000 RMB’000
AR TR AREFIT
PRC enterprise income tax REEMER
At 1 January Rn—A—H 997 92
Provided for the year FERE 369 1,134
PRC enterprise income tax paid BRSPS (1,296) (229)
At 31 December R+=-—A=+—8H 70 997
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

26. DEFERRED TAXATION
(a) Deferred tax assets and liabilities
recognised
The following are the major deferred tax assets/
(liabilities) recognised and movements thereon
during the current year are as follows:

26. ELEBLIE

(@) CRIAEEHNREERER

UTRERAFEERRAZERIE

BEEE/(BE) REWELD:
The Group
&R
Impairment  Impairment
loss for loss of
Tax Development badand intangible
losses costs doubtful debt asset Total
REE  ENEE
HEE# BERA  HEEE  WERR At

RMB'OO  RWBO0  RWB'000
ARBIT  ARBTT  ARETR

RMB'000  RMB'000
ARETT  ARETR

At 1 January 2005 R-EZR%-f-H
Credited to the consolidated REARGERTALEE (H:8(a)

income statement (note 8(a))

At 31 December 2005 and RZEERE+-A=T-HE

1 January 2006 Z2%55-A-H

Credited to the consolidated REARGERTALEE (H8(a)
income statement (note 8(a))

At 31 December 2006 RZEEAETZA=1-R

The following is the analysis of the deferred tax

123 (1,720) 9 - (1,510)
(123) 260 536 - 673

- (1,467) 630 - 637)
380 @) (193) 27 39
380 (1515) 47 257 (441)

PATS BYERI 5 SR R A i

B IR AE R TR A R D

balances for financial reporting purposes: #r
2006 2005
—BEXEF —ETHF
RMB’000 RMB’000
AR¥T T ARBFTT
Deferred tax liabilities EEFIBEE (441) (837)
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26. DEFERRED TAXATION (Continued)

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

26. EZLEBE (&)

(b) Deferred tax assets/liabilities not (b) KRBREEBEBEEE (BE)
recognised
The Group has not recognised deferred tax assets AEEBTELFEEBEHOARE
in respect of tax losses of approximately 2,095,000T ( ZZEZTHF : ARK
RMB2,095,000 (2005: RMB1,009,000) as it is not 1,009,0007T) ERIELEF B E = -
probable that taxable profit will be available against IbE 75 B8 B4 B ER A Vi 1) AT FR DA SH AR
which tax losses can be utilised. HEEZ R K ©
At 31 December 2006, the Group’s tax losses RZZEERNF+_A=1+—H " &
of approximately RMB2,095,000 (2005: BEROTEE  AEBZHRIEBED
RMB590,000) will expire in five years from the AR#2,095,000T (ZEZHF :
year in which they were incurred and no tax ARM590, 0007T) BRELEFER
losses that do not expire under current tax STRFRE - AYETSH /M
legislation (2005: RMB419,000). HEB(ZZEZARTF : ARK
419,0007T) °
The Group and the Company have no other RAFERLEER  KAEERAR
deferred assets/(liabilities) not recognised for the A B AR R 2 A RER BB =
year and at the balance sheet date. S (BE) -
27. SHARE CAPITAL 27. B
The Group and the Company
AEERAKAT
2006 2005
—EEAREF —TTHF s
Number of Number of
shares Amount shares Amount Ei
B3 & E I & 15 £t B I o
‘000 RMB’000 ‘000 RMB’000 f}];;
TR AR®TR TR ARETT
Authorised — Ordinary shares AT — &R EE E
of HK$0.01 (approximately 0.0187T (HWAEE 2
equivalent to R AR¥0.01067T)
RMBO0.0106) each: 2B
At 1 January and R—A—BXK
31 December +=—A=+—H 5,000,000 53,000 5,000,000 53,000
Issued and fully paid — BEETEAR - 5K
Ordinary shares of H1E0.01/8 7T
HK$0.01 (approximately (KIHEERARK
equivalent to 0.01067T)
RMBO0.0106) each: B
At 1 January and R—H—BR
31 December +=—A=+—H 473,000 5,014 473,000 5,014
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

28. RESERVES 28. f#fE
(a) The Group (a) #&&KE

Attributable to equity holders of the Company
ANz BERAES
Common
General  welfare Share
Share  Merger  reserve  reserve  option Translation Retained Minority
premium  reserve fund fund  reserve  reserve profits Total interests Total
(note (i)) (note (ii)) (note iii))
-RiEE  ALER
AHRE B¢ G
REEE (W)  (WEG) (hEGi) BRESE BERE REEA Bt YURRER a3t
RMB'000  RMB'000  RMB'000 RMB'000 RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
AEETT ARBTT ARBTT ARETR ARMTR ARMTR ARETT ARETT ARETT ARETR

At 1 January 2006 RITERE-A-B U8 (2,351) 21N 1,09 234 - 7024 42918 185 43133

Exchange diference on tranglaion & SNEIEE 28175

financial statements of RR/ERER
foreign entities - - - - - 97 - 97) - 97)
Proft for the year RER T - = = = = = 938 938 = 938
Profit appropriations wHA TR - = 732 366 = - (1,00 = = =
S
5 Employee share option benefits ERERERT - - - - 3% - - 3% - 303
n
% Forfeiture of employee XMz EEERE
S share options - - - - (24) - 24 - - -
z
4 At 31 December 2005 and RZFERET2A
3 1 January 2006, as previously =+-Ak
2 reported “E55F
a)
3 -R-R"
= KR 34,845 (2,351) 2,903 1,421 603 ) 6,888 44212 155 44,367
a)
o
p Transfer o generalreserve HI-REkAS
3 fund (note (i) (I i) - -t (4 = = = = = =
a

At1 January 2006, as restated RZFENE
—-A-B(&H) 845 %) 43 - 603 07 6888 44212 155 44967

Exchange difference on translation ~~ BENEEE 251

financial statements of BRI ERER

foreign entities - - - - - (307) - (307) - 307)
Loss for the year TEEEE - = = = = — b)) - 5
Profit appropriations BHAK = = 106 = = = (106) = = =
Forfeiture of employee BXiz

share options [BEERE - - = = (603) = 603 - - -
Disposal of subsidiaries HENBAF - - - - - - - - (165) (155)
At 31 December 2006 RZEEE

$IRSH-R MM5 %Y 440 - N T I TR 2.1 - 3
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28. RESERVES (Continued)
(@) The Group (Continued)

Note:
(i)

(i

Merger reserve

The merger reserve represents the amount of
reserves of subsidiaries that have been
capitalised as a result of the merger.

General reserve fund

According to the relevant laws and regulations
in the PRC, each of the PRC subsidiaries is
required to appropriate at least 10% of after-tax
profit (after offsetting prior year’s losses), based
on the PRC statutory financial statements
prepared in accordance with the generally
accepted accounting principals (“GAAP”) and
financial regulations applicable to the PRC
enterprises, to a general reserve fund until the
balance of the fund reaches 50% of the PRC
subsidiary’s registered capital. Thereafter, any
further appropriation can be made at the
directors’ discretion.

The general reserve fund can be utilised to offset
the prior years’ losses, or be utilised to increase
the capital on the condition that the general
reserve fund shall be maintained at a minimum
of 25% of the registered capital after such
increase.

The directors of Fujian Shine Science determined
not to make any appropriation to the general
reserve fund as this subsidiary has sustained loss
for the year ended 31 December 2006 and had
proposed to transfer 10% of the profit after
taxation to the general reserve fund for the year
ended 31 December 2005.

The directors of Shanghai Shine Science have
proposed to transfer 10% of the profit after
taxation to the general reserve fund for the years
ended 31 December 2006 and 2005.

The directors of Xinwangluo and Shanghai
Xingyishi determined not to make any
appropriation to the general reserve fund as
these subsidiaries have sustained loss for the
year ended 31 December 2005.

The directors of Shenzhen Yingitong determined
not to make any appropriation to the general
reserve fund as the subsidiary have sustained
loss for the year ended 31 December 2005.

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

28. f#fE (&)

(@) A&KH &

B &E -
(i)

(i

B B

& Gt B A R R A fFm B
REAZ BT -

—RERES

RETEEGRERIER - &
BB ARNEE EFREER
% AERBREBRMAGE
A (TAREFTEA) RHBIdE
BRZHBRORELZ PEDEE
B 75 3R 3R R A5t 1% 02 A BER Ax
10% @ (ER—RFHEES BE
Ee 2 AERPEHBARZ
AEMEARL0% AL - K% - BE
A EYIERE VR AR RRIMEGR ©

—RFEES A BERERES
EEE - AEEMEAR - 1
MEARE  —REGERBER
PAREMER25% e

HAREFTENEE _TTRF
T A=+ R UEFERHEERS
B - MZHB AR ZERRE
A —RFEEE S o b
ZARESEBREE_TTA
F+-—RA=t+—HILFERBIE
wN10%HEHE—RFEED -

EBFECESEREEET
ERNER_TETRFE+ A=
— B L FERFZIEFI0%E5 5
E—RFEEES -

BRI B R e REHRN
BE_TTAFt-_A=1+—H
L FERHBREER - SRS
BRRZERRENA—REHE
BEERA

HRRNTREBREE—TE
EFE+-A=+—HILFERE
BISEBE  MEBFERENFA—
REFRESER -
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Notes to the Financial Statements
Bt F5 #R R P 5E

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

28. RESERVES (Continued)
The Group (Continued)
Note: (Continued)

(a)

108

(i)

Common welfare reserve fund

In accordance with the relevant laws and
regulations in the PRC and the articles of
association of all the subsidiaries in PRC, each
of the subsidiaries is required to appropriate 5%
to 10% of their statutory profit after tax under
PRC GAAP after offsetting prior years’ losses to
common welfare reserve fund. Such fund can
be used for collective employees benefits, but
cannot be used to pay for employees welfare
expenses. However, according to the Ministry
of Finance of the PRC announcement number
67 on the 15 March 2006, pursuant to the
Company Law of PRC Sec 167, the reserve
previously allocated to be common welfare
reserve fund will be deemed to transferred to the
general reserve fund on 1 January 2006. Upon
the announcement, no subsequent profit
distribution of the common welfare reserve fund
was needed.

The directors of Fujian Shine Science had
proposed to transfer 5% of the profit after
taxation to the common welfare reserve fund for
the year ended 31 December 2005.

The directors of Shanghai Shine Science had
proposed to transfer 10% of the profit after
taxation to the general reserve fund for the year
ended 31 December 2005.

The directors of Xinwangluo, Shanghai Xingyishi
and ShenZhen Yingitong determined not to make
any appropriation to the common welfare reserve
fund for the years ended 31 December 2005.

28. f#fs (&)
AEHE (F)

(a)

B 5
(i)

(%)

AHBANHESR

RIEBEABHRBIEG « VAR RAER
FTEM B AR 2 A RMEEEIZMA
Al - ZHIBARRIEEBEFE
Bi8% - ARBREBTEARE:
ERIFTE 2 X ER T &R 5%
F10RBIEARBENRES © %
SHSTANB TEEERN - B
A AEZ N B T/FAE - A
i REFEFRBR =TT N
F=ZRA+HEBBEMZETHRA
& KBRBRRNEE 167
ZRIDREAKEFFEES 2
FHEEHEEABER_TT X F—HA
—HERA—REHES - it
NERKE  THRERAEZZ
wm Al A R EE SRR -

HREETERESESSHES
ZERET_A=+—HIEEE
BRI 1% 05 M5 % 8 1 = — R e
Hp o

bENEZEFEERBE"T
ZRET-A=T—HILFER
T 12 7 11 0% 5 48 2= 1N HAB A 7
BT e

B - DEEERORI
ROBZEEREIRBE—Z
ERFET_A=T—HIEFER
RNITRRN EESIE R -



28. RESERVES (Continued)
(b) The Company

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

28. f# & (&)
b) A2F
Share Accumulated Share option
premium losses reserve Total
R4 % 8 2ER BRERB st

RMB’000 RMB'000 RMB'000 RMB’000
ARBTT  ARBTT ARBTRE ARETR

At 1 January 2005 “Z2ZRF—A—H 34,845 (5,536) 234 29,543
Employee share option EEERERT
benefits — — 393 393
Forfeiture of employee KMz EEERE
share option = — (24) (24)
Loss for the year FNEE = (3,634) = (3,634)
At 31 December 2005and ~ RZZTHEF
1 January 2006 +-A=+—-HBk
—EERE—-HA—H 34,845 (9,170) 603 26,278
Forfeiture of REAR R
employee share option ZEEBRE - 603 (603) =
Loss for the year FNER - (7,332 = (7,332
At 31 December 2006 R-ZZERF
+-B=+-A 34,845 (15,899) - 18,946
Notes: B 5E

Under the Companies Law (Revised) of the Cayman
Islands, share premium is distributable to shareholders,
subject to the condition that the Company cannot declare
or pay a dividend, or make a distribution out of share
premium if (i) it is, or would after the payment be, unable
to pay its liabilities as they become due, or (ii) the
realisable value of its assets would thereby be less than
the aggregate of its liabilities and its issued share capital
account.

REFAERERANE (BFTA) - BROEER DK
TR A () 2 IR SR AR R B (R E F
Haf (EEVZRAEERMIREEE
REBTRARZ #5E - AARRB N FEIREK
AT BB SRR B A e (B AR (E M AR 20K ©
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Notes to the Financial Statements
Bt F5 #R R P 5E

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

28.

29.

RESERVES (Continued)

(b) The Company (Continued)

Note: (Continued)

At 31 December 2006, the aggregate amount of the
Company’s reserves available for distribution to
shareholders was approximately RMB18,946,000 (2005:
RMB25,675,000) computing in accordance with the
Companies Law (Revised) of the Cayman Islands and
the Company’s articles of association. This includes the
Company’s share premium of approximately
RMB34,845,000 (2005: RMB34,845,000) less
accumulated losses of approximately RMB15,899,000
(2005: RMB9,170,000), which is available for distribution
provided that immediately following the date on which
the dividend is proposed, the Company will be able to
pay off its debts as they fall due in the ordinary course of
business.

SHARE OPTION SCHEME

The Company'’s share option scheme (the “Scheme”) was
adopted pursuant to a resolution passed on 28 July 2004
for the purpose of providing incentives or rewards to
eligible persons for their contributions to the Group. The
Scheme will expire on 27 July 20183. Under the Scheme,
the Company may grant options to any person who is a
director or employee (whether full-time or part-time) of
the Group or any entity in which the Group holds any
equity interest, or any classes of supplier, customer,
consultant, adviser, manager or officer of the Group or
any entity in which the Group holds any equity interest.

The total number of shares in respect of which options
may be granted under the Scheme and any other share
option schemes of the Company must not in aggregate
exceed ten per cent. of the total shares of the Company
in issue at the date of listing of the Company. The total
number of shares which may be issued upon exercise of
all outstanding options granted and yet to be exercised
under the Scheme and any other share option schemes
of the Company shall not in aggregate exceed thirty per
cent. of the total shares of the Company in issue from
time to time. The total number of shares issued and which
may fall to be issued upon exercise of the options granted
(including both exercised or outstanding options) to each
eligible person in any 12-month period must not exceed
one per cent. of the total shares of the Company in issue.
Any further grant of options in excess of the individual
limit must be subject to shareholders’ approval.
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28. f#fE ()
(b) ZA&2AF (&)

ik - (8
R-ZEXF+-_A=+—H K27
AESRFREZFEEBENHARE
18,946,000t (ZZTZTHF : AR
25,675,0007) © JiiREBEH SRS ARNE
(BFTAR) RAR R Z AR ERMA
TE EREEARARMEENAR
#:34,845,0007T (ZZEEHE : AR
34,845,0007T) B Rt BIEH AR
15,899,000t (ZZTZTHF : AR
9,170,0007T) * LEEFIEAHE DR - M
SREEHRMNBRE BH% - ARBAERE
MEBEHNB BRI 2 ER -

29. IR AEHE

Rpal 2 ERRER & ([FZETE]]) RBER
—ZEENFLA T N\BBAZRABER
W BMERRAERATHASEMER
RIBEE B R 2(E - ZtElFen =5 —
=FtA=t+tRAEM- - BEZTE - K
ARAAAEES AR EEBFEEMBREZ
FREEBNESHES (TwmE2B IR
) - SAEESAEEFE T ARE T
M EROEMEREER TP - EHE
- ER - IR EE R AR -

RIFFLET 8 A 2 BEAAT E A B A et &l
ARHZBRERERNDAR A HXTE
ZRARE LM HEHE RS HITRMH AR
Z10% ° RIFZTEI AR REAIEAMLE
PRiEET IR 2 RA D BITERARITER
RAEEITRR A TRITZRNEE &K
TRBERRRATKRERTRNDEEZ
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29.

Notes to the Financial Statements

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)

BE_ZZRF+ _A=+—BLFEUARKIIE)

SHARE OPTION SCHEME (Continued) 29. BREE (&)
Options granted must be taken up within 21 days from B ERENERR T B BBE21RANE
the date of grant, upon payment of HK$1 as consideration W ERAXNIUBTERREMNRE o Bt
for the grant. In respect of option holders other than EEREFPUIINIBREREAMNS @ &
suppliers and customers, option may be exercised, which AR #E A R RS AR AE I 1 H BB R — F 1R F R
shall commence 1 year from the date on which that option I - EEA ()% EXRE B BB TF
is granted and shall expire on the earlier of the last day of A ki) 22T =F+ A=+ /\AF10
(i) a 10-year period from the date of such grant and (i) 10 FHRUREERE) 2 &E—HERM -
years from 28 July 2003. In respect of option holders who MERHEBREP 2BREREAM
are suppliers and customers, such period shall commence T RERHESERRE AR - WRZ
on the date of grant and expire 1 year thereafter. The HEZ1FEEm - RIBERESSET - &
subscription price is determined by the Board, but shall MELR TN =Rz &EEE  @RED
not be less than the highest of (a) the closing price of the BREDBH(WMEREXA) EHBRME
shares of the Company as stated in the Stock Exchange’s BRERARARRIRG ZHHE: (b) R
daily quotations on the date of grant of that option, which SR R R B A BB S X BT
must be a business day; (b) the average closing price of BREXRFIAARABRG 2 FHRT
the shares of the Company as stated in the Stock B ROOARTRNER 2GRAEE -
Exchange’s daily quotations for the five business days
immediately preceding the date of grant of that option;
and (c) the nominal value for the time being of each shares
of the Company.
(@) Movements in share options (a) EBRESE
Number of options
BREHE
2006 2005
—EEXRE —TTRF
At 1 January Rn—HA—H 17,930,000 20,000,000
Forfeited during the year RER KK (17,930,000) (2,070,000)
At 31 December R+=—A=+—H - 17,930,000
Options vested at 31 December R+—-—A=+—H
BBz BRE - 5,379,000

During the year ended 31 December 2005, no
options were exercised or granted.

REBEE-_ZETERF+_A=1+—HILFE
A WEEREETFERIRD -
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Notes to the Financial Statements
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For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

29. SHARE OPTION SCHEME (Continued) 29. HERRETE (&)
(@) Movements in share options (Continued) (a) BREZ3 (@&
The following table discloses the details of the TEREBR-_ZZEFR_ZFZTH
TN EZREEMFEREZF
B ARE@AESD :

share options held by directors and employees and
movements in such holdings during the years 2006
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and 2005:
Number of share options
ERESA
Outstanding at
31 December Forfeited
Outsstanding  Lapsed during 2005 and during  Outstandingat  Exercise price
Date of grant 1 January 2005 the year 1 January 2006 the year 31 December 2006 per share
it £ 3ik3
t2R=1-RR H-BEAE
H-8%1%-8-R 3 tZR=1-H
RiHAS HATE RERXN -A-RHAAR RERXN LERi ShikE
HiKS
B
Directors £ 6 July 2004 1,410,000 - 1,410,000 (1,410,000) - 0.256
NERMELATE
Employees [E2 6 July 2004 18,590,000 (2,070,000 16,520,000 (16,520,000) - 0.256
RZZEMELAAR
20,000,000 (2,070,000) 17,930,000 (17,930,000) -
(b) Terms of unexpired and unexercised (b) REEBRERRERTERER

112

share options at balance sheet date

BZEH

Number of options

BRERE
Date of grant Exercisable period Exercise price 2006 2005
g l=p T THREE —EBERFE —_TEZNF
6 July 2004 6 July 2005 to 5 July 2008 HK$0.256 - 5,379,000
—ZETNE —EERFELASNEE 0.256% 7T
+HXHE —EZN\EFELHEA
6 July 2004 6 July 2006 to 5 July 2008 HK$0.256 - 5,379,000
—ZETNE —EERFLARBE 0.256/%8 7T
+HXHE —EZN\EFELHEA
6 July 2004 6 July 2007 to 5 July 2008 HK$0.256 - 7,172,000
—ZETNE —ETELFLARBEE 0.256/%8 7T
+HXHE —EZN\EFELHERA
— 17,930,000




Notes to the Financial Statements

29. SHARE OPTION SCHEME (Continued)

(c)

Fair value of share options and
assumptions

For the year ended 31 December 2005, the fair
value of services received in return for share
options granted were measured by reference to
the fair value of share options granted. The
estimated fair values of the options granted on 6
July 2004 were approximately RMB 1,089,000.
The estimate of the fair value of the services
received was measured based on Black-Scholes
Option Pricing Model as follows:

Fair value of share options and assumptions

Share price on grant date 6 July 2004

Exercise price HK$0.256
Expected maximum volatility
(expressed as weighted
average volatility used in

the modeling) 36%
Expected Option life
(expressed as weighted
average life used in the
model)
Risk-free rate (based on

2.4 years

the yields to maturity of

Hong Kong Exchange Fund
Note as at 6 July 2004) 2.22%
Expected dividend yield 0%

Expected volatility was determined by using the
historical volatility of the Company’s share price
annualised for one year. The expected life used in
the model had been adjusted, based on
management’s best estimate, for the effects of non
transferability, exercise restrictions and behavioural
considerations.

The above calculation was based on the
assumption that there was no material difference
between the expected volatility over the whole life
of the options and the historical volatility of the
ordinary shares as set out above.

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+—BLFEUARKIIE)

29. HERRFESTE (])
(c) BREZAFTERER

RBE—ZTTERF+=-A=+—H
IEFE - RERLERENES 2R
B2 ATE - HREHMK L BRE
ZATEMEE - RZETWEF L
ARNBELERE G ATEELD
A ARHA1,089,0007T © FTES 2 AR
%2 AY1E + ThiEBlack-ScholesHA
BEBRENEITEE - W
T

BREz 2 FERRR

RIEFHBZ
AR 1 (B 15

1TfEE

TEHA & KK B
(AR FTEA
2 INAE K B
£751))

i P e 78 B 4 A
(AKX H A A
2 NnE 5 4F B
£7%1))

1 [ e 1| 3
(RBE—ZZNF
+ BB EBINE
AL EH 25 K
mEMEE) 2.22%

TREARR B X 0%

—EET 4
+ AN H
0.25678 7T

36%

2.4%F

BHIRB RBEA R RIRER —F
FEEZELKBMEE - RAH
FrRAZERFEE  EREEEEA
EYARER - TERBIRITAT
Mz ERBARZZEMEZ REM
T T AGEE o

GBI TIARE A T RER M #EAT ¢
BRERRFHAERR K &
bt E B2 E LR 2 M RS
RER o
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Notes to the Financial Statements
Bt F5 #R R P 5E

For the year ended 31 December 2006 (Expressed in Renminbi)
BE_ZZRF+ _A=+-BLFEUARKIIE

30.

RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund Scheme
(the “MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees
employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF Scheme is a defined
contribution retirement scheme administered by
independent trustees. Under the MPF Scheme, the
employer and its employees are each required to make
contributions to the scheme at 5% of the employees’
relevant income, subject to a cap of monthly relevant
income of HK$20,000. Contributions to the MPF Scheme
vest immediately.

The Company’s subsidiaries established in the PRC
participates in a mandatory central pension scheme
organised by the PRC government for certain of its
employees, the assets of which are held separately from
those of the Group. Contributions made are based on a
percentage of the eligible employees’ salaries and are
charged to the consolidated income statement as they
become payable, in accordance with the rules of the
scheme. The employer’s contributions vest fully once they
are made.

Under the above schemes, retirement benefits of existing
and retired employees are payable by the relevant scheme
administrators and the Group has no further obligations
beyond the annual contributions.

The aggregate amounts of employer’s contributions by
the Group in respect of retirement benefits scheme dealt
with in the consolidated income statement for the year
are disclosed in note 7(a) to these financial statements.

The Group does not have any other pension schemes for
its employees in respect of the subsidiaries outside Hong
Kong and PRC. In the opinion of the directors of the
Company, the Group did not have any significant
contingent liabilities as at 31 December 2006 and 2005
in respect of the retirement of its employees.
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31.

Notes to the Financial Statements

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise cash
at banks, cash on hand, money at call and short notice,
trade and other receivables, trading securities, and, trade
and other payables. The main risks arising from the
Group’s financial instruments are interest rate risk, foreign
exchange risk, credit risk, liquidity risk and price risk. The
directors of the Company meet periodically to analyse and
formulate measures to manage the Group’s exposure to
these risks. Generally, the Group introduces conservative
strategies on its risk management. As the Group’s
exposure to these risks is kept to a minimum, the Group
has not used any derivatives and other instruments for
hedging purposes. The directors review and agree policies
for managing each of these risks and they are summarised
as follows:

(@) Fair value and cash flow interest rate
risks
Fair value interest rate risk is the risk that the value
of a financial instrument will fluctuate because of
changes in market interest rates. Cash flow interest
rate risk is the risk that the future cash flows of a
financial instrument will fluctuate because of
changes in market interest rates. The Group
believes its exposure to fair value and cash flow
interest risks is normal.

(b) Foreign exchange risk

The Group’s monetary assets and transactions are
principally denominated in RMB. The Group
believes its exposure to foreign exchange rate risk
is normal. At present, the Group does not intend
to seek to hedge its exposure to foreign exchange
risk profile, and will consider appropriate hedging
measures in future as may be necessary.

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
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31.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

(c)

(d)

(e)

116

Credit risk

Credit risk arises from the possibility that the
counterparty to a transaction is unwilling or unable
to fulfill its obligation with the results that the Group
thereby suffers financial loss. In order to minimise
the credit risk, the management of the Group
evaluates regularly the level of credit limits, credit
approvals and other monitoring procedures to
ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews
regularly the recoverable amount of each individual
receivable to ensure that adequate impairment
losses are made for irrecoverable amounts. In this
regards, the directors of the Company consider
that the Group’s credit risks is significantly reduced.
The Group has no significant concentrations of
credit risk.

Liquidity risk

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

Price risk

The Group’s trading securities are measured at fair
value at each balance sheet date. The fair value of
trading securities is based on the quoted market
price as at the balance sheet date. Therefore, the
Group is exposed to equity security price risk. The
management manages this exposure by
maintaining a portfolio of investments with different
risk profiles.
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33.

Notes to the Financial Statements
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For the year ended 31 December 2006 (Expressed in Renminbi)
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COMMITMENTS 32. KiE
At the balance sheet date, the total future minimum lease REZR > BESATHESEHNENZ
payments under non-cancellable operating leases were AEmEESERIBAENT :

payable as follows:

The Group The Company
rEH AT
2006 2005 2006 2005

—BERF —_TTHF —BEAF —TTILF
RMB’000 RMB'000 RMB’000  RMB’'000
ARBTR ARBTIT AR®TRT ARBTT

Within 1 year 16 R 21 207 - —
After 1 year but within 5 years 112 {B5F X - 98 - —

21 305 - —
The Group leases a number of properties under operating AEEZEEHOEES TWE - HA—
leases. The leases typically run for an initial period of one BV FEHEA—EMETE » AIREFNE
to two years, with an option to renew the lease when all FIFTE kB B - BEmA LM A F{sk
terms are renegotiated. None of the leases includes MR o

contingent rentals.

POSSIBLE IMPACT OF AMENDMENTS, 33. BE-EERF+ZA=+—HL

NEW STANDARDS AND FESEMEMRERNIET - 5
INTERPRETATIONS ISSUED BUT NOT HARTRAREHN ZEE

YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2006

Up to the date of issue of these financial statements, the EEREVBHRERTIZE 2B - FE€s
HKICPA has issued a number of amendments, new MAgERME TEE - TEEMB®RE
HKFRSs, HKASs and interpretations which are not yet R HESFERRRE  EREEC
effective for the year ended 31 December 2006 and which TZERNF+_A=+t—HBLEFEHNRE
have not been adopted in the financial statements. B MR SR ARRNZFIERT
BEEVBREER  BASHEARR
o
The Group is in the process of making an assessment of REBEEFHZEER]  TEBVB®
what the impact of these amendments, new HKFRSs, HAER| - BB ERREERE X ER
HKASs and interpretations is expected to be in the period Ko ® - S|BERAL NEERE - £
of initial application. So far it has concluded that the Mz EEE] ~ BBV BREEN - BH
adoption of them is unlikely to have a significant impact S ERERRBHEE 22 B RIS
on the Group’s results of operations and financial position. AR ERZE Z AKX °
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33. POSSIBLE IMPACT OF AMENDMENTS, 33.

NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2006 (Continued)

In addition, the following developments may result in new
or amended disclosures in the financial statements:

HKAS 1 Presentation of Financial Statements:
(Amendment) Capital Disclosures'

HKFRS 7 Financial Instruments: Disclosures’

! Effective for annual periods beginning on or after 1
January 2007.

34. DISPOSAL OF SUBSIDIARIES 34.

During the year, the Group disposed of certain
subsidiaries, the net assets disposed of were as follows:—

BE_ZTAF+-A=1+—HL
FECHEMERE RERNERT »
HARTEARER ZZE (B)

BESN - AT ERAIBESI BRI B HRER A
TR AT R BRT 2 R E -

BB G LR MKz
ERLACCHD 2 BAW
=
BAMBG®RE TRTA : WE

RSB T
1 R-TTHF— A BRHEKFIRZF
J& B A 3

HEHE AR
FR - AREREETHEAR - D&
ZBEFEMT

2006 2005
—EEREF —TTRF
RMB’000 RMB’000
AR%T AR T T
Net assets disposal of: BEHECEEFE :
Property, plant and equipment I E T Y 34 —
Cash and bank balance e MIRITHER 690 —
Accounts receivables JE Y2 BR R 50 =
Other receivables H fth & W FR T8 1,000 —
Amount due to a related company FET — R B A Rk IE (1) -
Employee welfare payables FEfT B TR (52) —
Accrued expenses FERTF X (59) —
Other payables A FE T 5RI8 (12) —
Minority interests DEIR R B = (155) —
1,495 —
Gain on disposal of subsidiaries (note 6) & E A A2 Wz (H:E6) 160 —
Total consideration BB 1,655 —
Satisfied by AR
Cash H& 1,655 —
Net cash inflow arising on disposal EEMBARZHEESRAFE
Cash consideration ReNRE 965 —
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35.

36.

POST BALANCE SHEET EVENTS
Subsequent to the balance sheet date, two subsidiaries
have entered into the following transactions with

independent third parties as follows:

(@)

To purchase a developed software amounted to
RMB 4,800,000 of which was paid before year end
and classified under prepayment at the balance
date. Details of the purchase refer to the
announcement dated 29 January 2007.

To acquire a property amounted to RMB 6,566,120
of which certain properties were approved to be
pledged for the whole payment. The deposit of
RMB 650,000 has been paid before year end and
classified under prepayment at the balance date.
Details of the acquisition refer to the announcement
dated 15 January 2007.

ULTIMATE CONTROLLING PARTY
At 31 December 2006, the directors consider the ultimate
controlling party of the Group to be Jumbo Lane

Investments Limited, which is incorporated in BVI. This

entity does not produce financial statements available for

public use.

At F5 R R M aE

For the year ended 31 December 2006 (Expressed in Renminbi)
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35. WHARER
REE B MM E A R BB E= 8]
TATRS

@ BE-FERERN KESAR
#4,800,0007T * ZEHRIELNFE
RIS R AEE BIIBRRIAR K
He EARSHBEFZHER _ZZ
tF-AZThBRHEZRMHm -

b BE-EWE REAARE
6,566,1207T * ERETYELEE
BIEX A 2 BB 2R - RS A
RME650,0007EERFEAZ A - 3
WNEE R ABNEE - BBX
SHEBSHR =TT LT A+
B2 A -

36. RERERA
R-ZETAFE+-_A=+—0 EERA
EEREBRAR  —RREBELES
R MR R AREBRERIZRY - BiEik
BEBRARL G IRHEMERRURRE
)EH °
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Five year financial summary
AFEMBRE
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RESULTS S
For the year ended 31 December
BZE+-A=1+—-HLEFE
2006 2005 2004 2003 2002
—EEXRFE —TTRF —TENF —TE2=F —ITIET-F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETRT AR®TT ARETT ARBTRT ARBTET
Turnover e 25,773 31,246 17,985 16,287 39,904
(Loss)/profit before & Fr{S %1 Al
income tax (E518) /& A (6,618) 1,399 657 141 15,825
Income tax 5% 27 (461) (753) 238 (1,180)
(Loss)/profit before  Aat D EPRRERS
minority interests Al (E518) /& 7 (6,591) 938 (96) 379 14,645
Minority interests DHRE R - - 95 329 (1,480)
(Loss)/profit REE (BE)
3 for the year pil (6,591) 938 (1) 708 13,165
3
[y ~.
S ASSETS AND LIABILITIES EEREE
o
2 At 31 December
M
‘g R+=—B=+—H
3 2006 2005 2004 2003 2002
a —EEARF —TTRF —TEEF —TT=F 2T =F
o
= RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
e ARBFT ARBTT ARETE ARBTT ARETET
—
3
5 Total assets BEE 57,100 60,032 55,583 55,904 41,150
Total liabilities FES=R (14,772) (10,651) (7,908) (6,424) (32,308)
Minority interest DHRERE S - (155) (155) (488) (2,1083)
Shareholders’ fund IR E £ 42,328 49,226 47,520 48,992 6,739







