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

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

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

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

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this 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 (the “Directors”) of Thiz Technology Group Limited collectively and individually accept full responsibility, includes particulars
given in compliance with the Rules Governing the Listing of Securities on the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited for the
purpose of giving information with regard to Thiz Technology Group Limited. The Directors, having made all reasonable enquiries, confirm that, 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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Based in Hong Kong, Thiz Technology Group Limited (“Thiz”, the “Company” or the
“Group”) is the first and a leading developer of Linux solutions for PC and provider of
internet application technology users. Thiz was also the first Linux software solution
provider listed in the Growth Enterprise Market (“GEM”) of the Stock Exchange of
Hong Kong in July 2001 (Stock Code: 8119). Thiz is a provider of various computing
solutions and related services targeting individuals, small to medium size enterprises
and educational institutions. The products and services provided by the Group include
ThizLinux (desktop operating system and server), applications and other related
services, such as software installation, training and education. Thiz launches high
quality products that are flexible to customise for SMEs, government and educational
institutions.

Thiz is devoted to developing Linux systems, internet application technology and
related applications, and promote the Group’s brandname to the global market.
ThizLinux is the Group’s R&D backbone on Linux operating systems and applications.
The Group has introduced a wide range of products including ThizLinux desktop
systems, office suites, server applications, Internet trading systems, diskless solution,
intranet collaborative software, anti-virus software and firewall.

To promote Linux general education, Thiz provides various solutions on Linux
education for primary and secondary schooals, tertiary institutions and training centres.
The solutions include course management, training materials, teaching plans, training
certifications, examination system and other related services. Currently, the Group is
actively promoting learning and usage of ThizLinux products.

On regional development, the Group has offices in Hong Kong, Taiwan and China.
Through software bundling, OEM partnerships, education and ThizLinux enterprise
solutions, the Group offers comprehensive support and services to governments,
private enterprises, educational institutions as well as individual users in the Greater
China region.
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March 2006

The Xian Subsidiary of Thiz was awarded “2005 Excellent IT Training Institute of
Shaanxi” by CPCW (ZEf#R). The Shenzhen Subsidiary of Thiz was designated by
Shenzhen Software Industry Association as “LINUX Software Engineer Training Base”.

May 2006

The 28th International Conference on Software Engineering, LinuxWorld Shanghai
2006 was held on 23-24 May in Shanghai successfully. Thiz was the Gold sponsor of
the Conference and Mr. Wong Hoi Wong, our Chief Executive Officer, participated in
the symposia as an invited guest. The training department of the Group was awarded
“2006-2007 Top Ten Training Institute Elected by Students of the Beijing University
- Trusted by University Students”. The Xian Subsidiary of Thiz signed a college-
enterprise cooperation agreement with Xi’an University of Finance and Econmics.

June 2006

The Shenzhen Subsidiary of Thiz signed a software bundling agreement with Tsinghua
Tongfang Co. Ltd.

July 2006

The Xian Subsidiary of Thiz signed a college-enterprise cooperation agreement with
Shaanxi Aerospace Staffs & Vocation University. The Shenzhen Subsidiary of Thiz
signed a sale and purchase agreement and a quality agreement with BenQ (Shanghai)
Co. Ltd.

Jan 2007

As reported in Jan 2007 by CPCW (& 4 ), The Xian Subsidiary of Thiz was
accredited as “Top Ten Training School” in the 2006 IT consumer satisfaction research
conducted among university students in Shaanxi. The Xian Subsidiary of Thiz were
accredited “2006 Top Ten Education Brand” by 1% 5| B B .
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Product development strategies

The Group will maintain and strengthen its existing market position as the “software
factory specialising in Linux”, fully expand the scale of our “factory” and enhance
our competitiveness for sustainable development. We shall continue to develop
customised products, and emphasize on the research and development of Linux
based entertainment and security products to further enhance their market position
and make them more user friendly. The Group will also expand its share in the PC
bundling market. Through utilising the training resources of our “Huangpu Military
Academy of Linux” fully, the Group will increase its software outsourcing capability,
and strengthen and enhance the overall market position of “Thiz software factory”.

Training and education strategies:

The Group developed its own embedded starter kit for its training and education
activities. We have established management centers in the Northeast, Northern,
Northwest and Eastern China and have enabled an overall upgrade of the trainings
we provided, and significantly increased the training hours and technology content of
our training programmes. The number of licenced centers and licenced schools in the
northeast region increased, these centers and schools are distributed across eastern
and western Liaoning, Jilin and Heilongjiang. The universities we worked with also
increased in Northeast China, which included first class institutions such as Dalian
University of Technology, Heilongjiang University and Changchun University.

During the year 2006 to 2007, the Group further strengthened the development of
its nationwide training network, and currently we have directly owned schools and
licenced schools in all major cities. Meanwhile, in order to cope with changes in
the overall training market, the Group’s training department proactively considered
improvement measures and innovative training methods, which included: the
launching of training programmes for embedded software in Dalian in June 2006,
which was very successful and the Group has become the only manufacturer
providing comprehensive Linux trainings in the PRC; and in the end of 2006, the
Group’s training department renewed the whole system of its training programmes
to bring them in line with market demand, and received overwhelming favourable
comments from licenced centers of various regions.

In 2007, our training department has shifted its focus and planned to build a complete
training chain in the coming year. Universities and colleges are at the upstream of
the entire training chain, and building on the experience already gained, our training
department will expand the collaboration with such institutions. It is our aim to
become one of the major college and enterprise joint effort solution providers in the
PRC by 2008. At the midstream of the training chain are the training schools located
in major cities. They will take further responsibilities in establishing our brand name in
training, extending the influence of Linux and operating the Group’s training sector. In
addition, we also plan to focus in developing the downstream portion of training chain.
A key part of which is to establish a recruitment service that is appropriate to the
development of our training activities. Through our upcoming recruitment website, the
Group’s training department will develop head hunt services such as talent dispatch
and supply of customized corporate talents.

We have grounds to believe that before the end of the next financial year, the Group’s
training operation will achieve greater successes. By then, the Group will become
a leading provider of Linux training, training solution provider for government and
enterprises, college and enterprise joint effort solution provider and talent provider in
respect of Linux professionals in the PRC.
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Business development strategies and plans (Continued])
FHBRRWRE (8)

Mr. Wong Hoi Wong, our Chairman and Chief Executive Officer, and the dean of
Xian University of Finance and Economics at the signing ceremony of a college-
enterprise cooperation agreement.
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Wong Hoi Wong, our Chairman and Chief Executive Officer, and Mr. Ni Guangnan,
Research Fellow, Chinese Academy of Engineering at the 28th International
Conference on Software Engineering, Linux World Shanghai 2006.
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Wong Hoi Wong, our Chairman and Chief Executive Officer, and staff of the Group
taking a photo with representatives from licencing school regions.
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Wong Hoi Wong, our Chairman and Chief Executive Officer, presents the award
“2006 The Best Partner for IT Professional Training of Thiz Technology Group” to
Mr. Liu, head of the Hangzhou school region

B A5 B £ F 3% CEO T2 L MR B B AR A [RIERITEE T
15537312006 FRESEBH | 5

Wong Hoi Wong, our Chairman and Chief Executive Officer, presents the award
“2006 The Best Licenced Center for IT Professional Training of Thiz Technology
Group” to Mr. Li Wenxue, Principal of the Changchun school region
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Turnover Analysis

2007 (HK$'000)
—B2RLE(FET)

. Sales of computer products
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2006 (HK$'000)
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. Distribution of Group's Linux based software and hardware products
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Financial Position

— Total assets

— Net current (liabilities)/assets
Financial Ratios

— Current ratio

— Gross profit margin
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Review:

In the middle of 2006, four Ministries of the PRC (i.e. Ministry of Information Industry,
National Copyright Administration, Ministry of Commerce and Ministry of Finance)
jointly announced the “Notice on Issues Regarding Pre-installation of Authorized
Operating System Software in Computers (FRFHEHTEHE FHURIER ST B
FIRERYIBAN) . The Group actively supported the government directives of State and
promptly instructed our product department to set up the Thiz desktop operating
system for major computer manufacturers in the PRC. Within a short period of just
three months, the Group secured sales contracts for the pre-installation of nearly one
million sets of operating system. With excellent compatibility and accompanied by our
highly efficient service, our product has gained support and recognition from many
manufacturers.

The Group entered into software bundling agreements with major manufacturers,
such as Tsinghua Tongfang Co. Ltd., Tsinghua Unisplendour, Hisense and BenQ.
Subsequently, we received firm orders for large quantities and achieved the record of
mass production for one million sets in the PRC. Our business development has thus
leaped forward and preliminary achieved a scale of securing monthly orders for the
Linux desktop operating system of exceeding 100,000 sets, making us the pioneer
in introducing Linux desktop operating system into the PRC market. Through the
performance of such orders, the Group has also developed the complete production
procedures and processes specifically adapted to the PRC market for the pre-
installation of Linux operating system.

The excellent compatibility and strong scalability of the Group’s Linux operating
system earned high praise. On such backdrop, laptop and notebook computer
manufacturers have raised new and higher demand to the Group. In view of the
strong demand from manufacturers, our product department has submitted project
demands for the Thiz SOS System, and commenced research and development of
Thiz SOS System based on demands of the market and our customers.

Thiz SOS System has passed internal test and assessments. It was then submitted
to our customers for external test and assessment by them. The Group signed
a contract with Beijing ZTEway Biotech to complete the Fingerprint Security
Authentication System for Inspur in Venezuela. The Fingerprint Security Authentication
System is solely Linux based and has been well received by our customers. The
System passed extensive tests and fully satisfied the need of our customer and was
sold to Inspur’s customer in the Venezuela market.

The Group has signed a sales cooperation agreement, product quality assurance and
service agreement with Haier Information Technology (Shen Zhen) Co., Ltd. Whilst
conducting extensive tests for desktop operating system and solving the compatibility
and stability issues, we have basically established a joint testing platform with major
international motherboard manufacturers such as ECS, Asus and Foxconn and
display card manufacturers such as NVDIA to ensure the stable supply from computer
manufacturers. Subsequent to the establishment of the platform, a testing laboratory
has been set up preliminarily to conduct Linux compatibility tests. Such laboratory
helps solve existing and future compatibility problems and significantly upgraded the
compatibility testing for our Linux products.
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Catering for the market demand of end-users, the Group has developed the Thiz
LiveCD basing on a new Linux kernel. Thiz LiveCD completely solved the troubles
encountered by end-users in system installation. The launching of Linux system that
can be boot-up and run by a CD-ROM has attracted much attention from computer
manufacturers and they have vigorously tested Thiz LiveCD. Thiz LiveCD version has
made material achievements in improving stability, compatibility and user-friendliness,
and it may be considered the most stable CD-ROM Linux boot-up and running
software in the PRC. The Group also custom made a Linux pre-installation version
for BenQ notebook computers and the version passed the compatibility and stability
tests successfully.

Prospect:

Product development strategy for 2007 and the next three years:

° Product development Family digital entertainment center
direction 1 Thiz Easy Theatre;
BIES AR BB ARR T 2R
° Product development Network information security applications
direction 2 BN SRR ERI R 2 BEBRAT .

Fingerprint U-disk; fingerprint mouse; fingerprint
keyboard; Chinabank Payment UKey (48R UKey);
fingerprint hard disk.

We adopt demand oriented strategy to develop products that meet the needs of
customers. Leveraging on the strong human resource and market influence derived
from our education and training activities, we will work to promote the penetration
of our products. Our product business department has earned us the reputation of
being “the training manufacturer and the trainer of manufacturers”. The training we
provide strengthens our leading position in integrating training with products, and
demonstrates the value of services on the product level and help built our brand
name.

Thiz SOS System and office applications have been formally included in the
procurement plans of government in the PRC. Currently, the government project
has commenced operation in Yingkou, Liaoning. Our additional software distributors
for Thiz SOS System and office applications are located in the Dalian and Yingkou
regions.
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The 28th International Conference on Software Engineering, LinuxWorld Shanghai
2006 organised by IDG was successfully held in Shanghai in 2006. The theme
used by the Conference was “Linux - the Mainstream Application for Enterprise”.
Honorable guests included leading Linux experts and officials of the PRC such as Mr.
Xu Shaomin, Director, Informatization Commission of Shanghai, Municipal People’s
Government IT Industry Administration Division, Mr. Ni Guangnan, Research Fellow,
Chinese Academy of Engineering, and Mr. Wong Hoi Wong, Chief Executive Officer
and Chairman, Thiz Technology Group. The guests and speakers have again clarified
and pointed out the future development direction for the Linux sector in the PRC,
and also made this a paramount event for Linux in 2006. In addition, the Shenzhen
Subsidiary of Thiz participated in the 2006 annual meeting of the Shenzhen Software
Industry Association, in which more than a thousand persons attended. The Dalian
Subsidiary of Thiz also entered into a licence agreement with Heishijiao.

In July 20086, the Group was invited to participate in the “2nd Forum of IT Deans
from China Universities and Colleges 2006” organized by the Ministry of Information
Industry and China Association for Science and Technology. The theme of the Forum
was “making own innovation and cooperation between enterprises and institutions”.
Officials from relevant state departments, eminent experts and research fellows,
renowned domestic and foreign IT manufacturers, representatives from investment
institutions together with nearly 400 deans or department heads of IT or similar
faculties from more than 300 universities and colleges were invited to the Forum.
They held detailed discussion regarding topics such as talent training, innovation of
research system, cooperation among production, academic and research. The Forum
also acted as a platform for the sharing and display of research achievements transfer,
research and development cooperation and specific training of talents between
IT institutions and enterprises. During the forum, the chief of our China education
department, gave speeches on “ IEAREL{HL3#ETT /4T and “Prospect of Linux”.

The Dalian Subsidiary of Thiz started to provide embedded R&D engineer training
programmes. the chief of our China education department and our senior technology
lecturers, were granted the “Excellent Teacher of Private Education Award” and
the “Contribution Award for Teacher of Private Education” respectively in the “1st
Honoring Activities for Private Teachers” organized by “thebeijingnews.com”. The
first network management programme has commenced on 20 November 2006.
The Xian Subsidiary of Thiz was awarded the contract of management project for
The Construction Engineering Machine Co., Ltd. of China Railway First Group, and
reached an agreement with 78 2 Lt B 55 45 & 7 & R /A & for cooperation in training
driver engineers. Meanwhile, an agreement was reached with College of Software
and Microelectronics, Northwestern Polytechnical University, State Training Center of
International Software Talents, Xian and Bl 5% Linux A 7 55 5)I| B2 33 fiir 4 & 97 /0 reach an
agreement to establish the Thiz Linux Research Institute jointly. Moreover, the Dalian
Subsidiary of Thiz has submitted application to the Dalian Education Committee,
Dalian Bureau of Information Industry, and Dalian Labor and Social Security Bureau
for the joint certification of 3A Computer Training Institutution (the highest rank
designated after assessment in various aspects and is now pending for the result.
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Our product passed the compatibility and stability tests for Amoi’s notebook
computer in 2007, and we have commenced bundling sales of desktop system.
We also passed product tests for “Thiz SOS system - Nurse of BenQ” in respect of
BenQ’s desktop PCs and entered the stage of mass sales of bundled products.

As indicated by figures from June 2006 to June 2007, sales recorded by our product
department increased significantly. With the success in the cooperation with Tsinghua
Tongfang in the bundling sales of desktop operating system, we renewed the contract
with them in June 2007, which laid a solid foundation for sales of desktop bundled
system in 2008 and paves way for setting a new record of Linux desktop system
bundling market in the PRC.

With the 2008 Beijing Oympics drawing near, the Group has achieved great
progress and development in respect of its Linux products. Looking back on 2006,
with the policy for pre-installation of authorised operating system announced by
the four ministries, our hard working and dedicated staff have bring vitality and
strength to the Linux bundling market in the PRC. In 2007, on the basis of the
well earned accreditation of being the “Linux software factory of China”, our team
has achieved new heights again, and our innovative products have bring us even
more opportunities. In light of this background, our product department has set the
following objective for the year 2007: to increase significantly the actual number of
bundled pre-installation.

Financial Review
Financial highlights

The Group’s consolidated turnover amounted to HK$14,141,000 (2006:
HK$8,368,000). During the year, loss from operation for the year was
HK$42,309,000, compared to HK$29,002,000 in the corresponding period of last
year. Further, loss attributable to shareholders for the year was HK$48,468,000 while
the corresponding amount of last year was HK$31,700,000.

In line with the increase in turnover, gross profit for the Group increased from
HK$3,147,000 in 2006 to HK$9,393,000 in 2007, while the gross profit margin
increased from 37% to 66%. The major reason for the increase in gross profitability
was due to increase in the distribution of the Group’s Linux based software products
that had much higher profit margins and the amounts of trading in computer products
and training income have increased during the year.

During the year, provision for doubtful debts of HK$26,350,000 (2006:
HK$7,605,000) had been made for outstanding debtors balance. Details are set out
in note 18 to the financial statements.

Total operating costs were approximately HK$27,807,000 (2006: HK$24,921,000).
Compare to last year, the operating costs have increased by 12%.
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Financial Review (continued)
Financial highlights (continued]

Loss attributable to shareholders and loss per share for the year were HK$48,468,000
(2006: HK$31,700,000) and HK15.8 cents (2006: HK10.4 cents) respectively.

Capitalisation

During the year, the Group had capitalised operating costs of approximately
HK$12,922,000 (2006: HK$11,022,000) in respect of development of the Group’
s Linux based products, proprietary training materials and e-commerce application
systems.

Financial resources and liquidity

As at 31 March 2007, total assets of the Group amounted to HK$45,409,000
(2006: HK$68,685,000). Current assets amounted to HK$8,645,000 (2006:
HK$43,234,000), of which HK$1,457,000 (2006: HK$10,338,000) were cash and
bank deposits. Current liabilities of HK$53,832,000 (2006: HK$29,489,000) mainly
comprised of trade payables, other payables and accruals, convertible notes, and
amounts due to directors and his spouse. There was no significant provision for tax
payable during the year. Current ratio of the Group was 0.2 (2006: 1.5).

As at 31 March 2007, the Group had net current liabilities of approximately
HK$45,187,000 (2006: net current assets of opproximately HK$13,745,000).

Foreign currency exposure

Except for the operations in the Mainland where the transactions are denominated in
Renminbi, the sales and purchases of the Group are denominated in Taiwan dollars
and Hong Kong dollars. In view of the relative stability of the exchange rates between
Hong Kong dollars, Taiwan dollars and Renminbi the Board considers that the Group
is not exposed to any significant exchange risk.
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Financial Review (continued)
Charges on assets and contingent liabilities

As at 31 March 2007, the Group had no charge or pledge of assets and contingent
liabilities are set out in note 31 to the financial statements.

Capital commitments

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

As at 31 March 2007, the Group had about 280 employees, including the Directors of
the Company. Salaries of employees are primarily based on prevailing market salary

levels and year end bonuses are granted at the end of each calendar year. Other
employees’ benefits include provident fund, medical cover and other insurance.
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Executive Directors

Mr. Wong Hoi Wong

Chief Executive Officer and Chairman

Mr. Wong Hoi Wong, aged 52, is an Executive Director and a founder of the Group.
Mr. Wong has over 28 years’ experience in sales and marketing, in particular in
electronics and computer industries. Mr. Wong was the Chairman of Association of
Electronic Components Industry of Taipei from 1990 to 1993. He oversees the sales
and marketing strategies of the Group. Mr. Wong graduated from the Department of
Industrial Management of Tamsui Oxford College in Taiwan with a diploma.

Mr. Yuan Luke Tsu

Mr. Yuan Luke Tsu, aged 33, has been elected as an Executive Director during the
year. Mr. Yuan graduated from a Business Administration department of the California
State University. He was the President of F.T. Data Management Inc. since 1997 to
date. Mr. Yuan has substantial experience in the field of corporate administration and
management.

Mr. Lin En Fu

Mr. Lin En Fu, aged 51, is currently the chief operational officer of the Company.
He holds a degree of Master of Economics from the University of Kansas and was
employed by First Commercial Bank of Taiwan for 21 years.

Non-executive Directors

Mr. Lin Chien Hsin

Mr. Lin Chien Hsin, aged 53, graduated from the Economic Faculty of Taiwan
University and had been involved in research studies in Harvard and Standford
Business Schools. He was the Vice President of Holtek Semiconductor Manufacturing
Co., Ltd. in 1999. Besides, he was also the Chief Financial Officer of United
Microelectronics Corporation from 1983 to 2001, a semi-conductor manufactuurer
whose shares are listed in the Stock Exchange of Taiwan, and had been working there
for about 18 years.

Ms. Hsieh Yi Chen

Ms. Hsieh Yi Chen, aged 42, has been elected as a Non-executive Director during
the year. Ms. Hsieh graduated from the department of Broadcasting and TV of Shih
Hsin University in Taiwan. She was the executive secretary of Franklin Advisors Inc.
and subsequently as the Vice President of Le Kao Co., Ltd. Ms. Hsieh has extensive
experience in the field of administration and management.

Ms. Wu Chiao Ru

Ms. Wu Chiao Ru, aged 39, has been elected as a Non-executive Director during the
year. Ms. Wu graduated with a Master Degree in Management from Yuan Ze University
in Taiwan. She was assistant to president of Lung Hwa Electronics Co., Ltd. from
2002 to 2003, and subsequently the Vice President of Chi Fu Jong Hua Co., Ltd. Ms.
Wu has extensive experience in the field of public relations and consultancy.
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Independent Nlon-executive Directors

Ms. Li Zhe

Ms. Li Zhe, aged 37, is a qualified PRC lawyer. Ms. Li graduated with a Bachelor’
s Degree in Economic Law from Zhongshan University, the PRC, a Master’s Degree
of Business Administration from Murdoch University, Australia and a Postgraduate
Diploma in Law from the Manchester Metropolitan University of the United Kingdom.
Ms. Li has served a number of law firms in the PRC and Hong Kong. She was
appointed as an independent non-executive Director in July 2001.

Mr. Chu Meng Chi

Mr. Chu Meng Chi, aged 42, has been appointed as independent non-executive
director during the year. He obtained a bachelor degree in business administration
from the Taiwan National Sun Yat-sen University. Mr. Chu has over 16 years’
experience in the field of corporate administration and financial investments.

Ms. Chan Mei Sze

Ms. Chan Mei Sze, aged 42, is an associate member of Hong Kong Institute of
Certified Public Accountants and fellow member of Association of Chartered Certified
Accountants. She has over 20 years’ accounting and finance experience in various
industries in Hong Kong.
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INTRODUCTION

The Company endeavours to comply with all the code provisions on Corporate
Governance Practices as set out in the GEM Listing Rules by establishing a formal and
transparent procedure to protect and maximize the interests of shareholders during
the year ended 31 March 2007.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding Directors’ securities
transactions on terms no less exacting than the required standard of dealings as set
out in Rules 5.48 to 5.67 of the GEM Listing Rules. Having made specific enquiry of
all Directors, the Directors have complied with such code of conduct and the required
standard of dealings and its code of conduct regarding securities transactions by the
Directors throughout the year ended 31 March 2007.

BOARD OF DIRECTORS

The Board is responsible for managing the Company on behalf of shareholders.
The Board is of the view that it is the Directors’ responsibility to create value for
shareholders as a whole and safeguard the best interests of the Company and the
shareholders by discharging its duties in a dedicated, diligent and prudent manner on
the principle of good faith.

The Board comprises a total of 9 Directors, with three Executive Directors, namely,
Mr. Wong Hoi Wong (CEO and Chairman), Mr. Lin En Fu and Mr. Yuan Luke Tsu; three
Non-executive Directors, namely, Mr. Lin Chien Hsin, Ms. Hsieh Yi Chen and Ms. Wu
Chiao Ru and three Independent Non-executive Directors, namely, Ms. Li Zhe, Mr.
Chu Meng Chi and Ms. Chan Mei Sze.

Mr. Lin En Fu was appointed as the Company’s new Executive Director, Mr. Lin Chien
Hsin was redesignated as the Company’s Non-executive Directors with effect from 14
November 2006.

Mr. Chu Wei Jen resigned as an Independent Non-executive Director of the Company
with effect from 1 March 2007 and Ms. Chan Mei Sze was appointed as the
Company’s new Independent Non-executive Director with effect from 21 May 2007.

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

The primary functions of the Board include:

0

(i)

()

(V)

deciding on the overall strategies, overseeing operational and financial
performance and formulating appropriate policies to manage risk exposure
associated with realizing the strategies and goals of the Group;

being held accountable for the internal control system of the Company and
responsible for reviewing its effectiveness;

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

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

The management is well informed of its powers and duties with clear guidelines
and instructions, in particular regarding situations under which reporting to the
Board is necessary and matters that require the approval of the Board before
any decisions or commitments can be made on behalf of the Company.

The full Board meets at least four times a year, at approximately quarterly
intervals, to review the financial performance, results of each period, material
investments and other matters of the Group that require the resolution of the
Board. Simultaneous conference call may be used to improve attendance
when Individual Director cannot attend the meeting in person. Opinions of the
Independent Non-executive Directors are actively sought by the Company if
they are unable to attend the meeting in person.
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BOARD OF DIRECTORS (continued)
The primary functions of the Board include: (continued)

During the year ended 31 March 2007, the Board held four regular board meetings.

The attendance record of each member of the Board is set out below:

Attendance
Executive Directors
Mr. Wong Hoi Wong (CEO & Chairman) 4/4
Mr. Yuan Luke Tsu 4/4
Mr. Lin En Fu 2/2
Non-executive Directors
Ms. Hsieh Yi Chen 4/4
Ms. Wu Chiao Ru 4/4
Mr. Lin Chien Hsin 4/4
Independent Non-executive Directors
Ms. Li Zhe 4/4
Mr. Chu Wei Jen 3/3
Mr. Chu Meng Chi 4/4
Ms. Chan Mei Sze 11

All directors attended all regular board meetings during their terms of appointment
in the year. The number of total meetings of each director shown above indicates
the number of regular meetings held during their terms of appointment and take into

account the effect of resignation or appointment during the year.

CORPORATE GOVERNANCE PRACTICES

The Group has adopted 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 Code on Corporate
Governance Practices (“GEM Code”) contained in Appendix 15 of the GEM Listing
Rules, which came into effect on 1st January 2005. The Board will continue to
monitor and revise the Company Code and assess the effectiveness of our corporate
governance practices in tandem with changes in the environment and requirements
under the GEM Code, to ensure the Company Code is in line with the expectations

and interests of shareholders and comply with the GEM Code.

The Company has complied with all the GEM Code during the period under review.
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REMUNERATION OF DIRECTORS

The remuneration committee was established in March 2006. The chairman of
the committee is Mr. Chu Meng Chi, an Independent Non-executive Director, and
other members include Ms. Li Zhe and Ms. Chan Mei Sze being Independent Non-
executive Directors.

During the period, the remuneration committee of the Company convened one meeting,
in which duties of the remuneration committee were identified, all matters concerning
the determination of remuneration of the Directors and senior management were
discussed. In addition, the remuneration policies and incentive mechanism applicable
to the Directors and senior management and the overall remuneration system of the
Group were further refined and reasonable recommendations were made to the Board
in the meetings. The remuneration committee of the Company has considered and
reviewed the existing terms of employment contracts of the Executive Directors and
appointment letters of the Independent Non-executive Directors.

NOMINATION OF DIRECTORS

The Board is responsible for considering the suitability of a candidate to act as a director
and approving and terminating the appointment of a director. The Company has not set
up any nomination committee in the period.

The Chairman is mainly responsible for identifying suitable candidates for members of
the Board when there is a vacancy or an additional director is considered necessary.
The Chairman will propose the appointment of such candidates to each member
of the Board for consideration and each member of the Board will review the
qualifications of the relevant candidates for determining the suitability to the Group on
the basis of his qualifications, experience and background. The decision of appointing
a director must be approved unanimously by the members of the Board.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

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

The statements of the external auditor of the Company, Horwath Hong Kong CPA
Limited, about their reporting responsibilities on the financial statements of the Group
is set out in the Independent Auditor’s Report on pages 30 to 31 of this annual report.
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(@)

Audit Committee

The Audit Committee of the Company was established in August 2001 and
currently comprises three Independent Non-executive Directors, namely
Ms. Li Zhe, Mr. Chu Meng Chi and Ms. Chan Mei Sze. The Audit Committee
possesses a wealth of experience and expertise including accounting
profession, and regulatory experience both in Hong Kong, Taiwan and the
Mainland.

Mr. Chu Wei Jen has resigned as a member of the Audit Committee upon his
resignation as an Independent Non-executive Director on 1 March 2007 and
Ms. Chan Mei Sze was appointed as the Company’s new Independent Non-
executive Director and member.

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

(c) The primary function of the Audit Committee is to review and supervise the
Group’s financial reporting system, internal control procedures and to maintain
good and independent communications with the management as well as
auditors of the Company.

(d) In discharging its responsibility, the Audit Committee has performed the
following work:

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

(ii) reviewed, in conjunction with the auditors, the development of
accounting standards and assessed their potential impacts on the
Group’s financial statements;

(e) The Audit Committee met four times during the year to review the results of the
Group.

Auditor

(@) A resolution to re-appoint the retiring auditor, Messrs. Horwath Hong Kong
CPA Limited is to be proposed at the forthcoming annual general meeting.

(b) During the year ended 31 March 2007, audit fees and non-audit service fees
payable to the auditor amounted to HK$300,000 (2006: HK$250,000) and
HK$NIl (2006: HK$35,000) respectively.

INTERNAL CONTROL

The Company has conducted a review of its system of internal control periodically to

ensure it is effective and adequate. The Company convened meetings periodically to

discuss financial, operational and risk management control.
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The directors submit their report together with the audited financial statements for the
year ended 31 March 2007.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The activities of the
subsidiaries are set out in note 14 to the financial statements.

SEGMENT INFORMATION

An analysis of the Group’s performance for the year by business and geographical
segments is set out in note 5 to the financial statements.

RESULTS

The loss of the Group for the year ended 31 March 2007 and the state of affairs of the
Company and of the Group at that date are set out on pages 32 to 87.

The directors do not recommend the payment of a dividend.

RESERVES

Movements in the reserves of the Group and the Company during the year are set out
in the consolidated statement of changes in equity on page 38 and in note 28 to the
financial statements, respectively.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment during the year are set out in note 13 to
the financial statements.

SHARE CAPITAL

Details of movements in share capital during the year are set out in note 25 to the
financial statements.

PRE-EMPTIVE RIGHTS
There are no provisions for the pre-emptive rights under the Company'’s Articles of

Association, or the laws of the Cayman Islands, which would oblige the Company to
offer new shares on a pro-rata basis to existing shareholders.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last five
financial years is set out on page 88 to page 89.
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PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

The Company has not redeemed any of its shares during the year. Neither the
Company nor any of its subsidiaries has purchased or sold any of the Company’s
listed securities during the year.

DIRECTORS

The Directors during the year were:—

Executive Directors:
Mr. Wong Hoi Wong
Mr. Yuan Luke Tsu

Mr. Lin En Fu

Mr. Lin Chien Hsin

(appointed on 14 November 2006)
(resigned on 14 November 2006)

Non-executive Directors:
Ms. Hsieh Yi Chen
Ms. Wu Chiao Ru
Mr. Lin Chien Hsin (appointed on 14 November 2006)
Independent Non-executive Directors:

Ms. Li Zhe

Mr. Chu Wei Jen
Mr. Chu Meng Chi
Ms. Chan Mei Sze

(resigned on 1 March 2007)

(appointed on 21 May 2007)

In accordance with article 116 of the Company’s Articles of Association, Mr. Lin En Fu
shall retire from the board by rotation and, being eligible, offer himself for re-election.

Mr. Lin Chien Hsin, Non-executive Director, was appointed for a term expiring on the
closing of the forthcoming Annual General Meeting of the Company. Ms. Li Zhe, Mr.
Chu Meng Chi and Ms.Chan Mei Sze, Independent Non-executive Directors, were
not appointed for a specific term as they are subject to retirement and re-election at
the Company’s Annual General Meeting in accordance with the Company’s Articles of
Association.

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

No director has a service contract with the Company which is not determinable by
the Company within one year without payment of compensation, other than statutory
compensation.

Each of the Independent Non-executive Directors has confirmed his/her
independence to the Company pursuant to Rule 5.09 of the Rules Governing the
Listing of Securities on the Growth Enterprise Market of The Stock Exchange of Hong
Kong Limited (the “GEM”) (the “GEM Listing Rules”) for the year ended 31 March
2007 and the Company considers the independent non-executive directors to be
independent.
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DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the transactions as disclosed in note 33 to the financial statements, no
other contracts of significance to which the Company or any of its subsidiaries was a
party and in which a director of the Company had a material interest subsisted at the
end of the year or at any time during the year.

SHARE OPTION SCHEME

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

Details of the New Scheme are set out in note 26 to the financial statements. No share
option was granted under the New Scheme.

A summary of the movements of the outstanding share options granted under the Old
Scheme during the year, which continue to be exercisable, is as follows:—

Number of share options
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SHARE OPTION SCHEME (continued)

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

2. The exercise price and the outstanding number of options have been adjusted for the share
consolidation of the Company’s shares on 3 October 2005.

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

At 31 March 2007, the number of shares to be issued under share options granted
under the Old Scheme was 194,211, representing 0.05% of the issued share capital
of the Company.

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

As at 31 March 2007, the interests or short positions of the directors and chief
executives in the shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFO”), Chapter 571 under the Laws of Hong Kong), which
were notified to the Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they have taken or deemed to have taken under
such provisions of the SFO), or which were required, pursuant to Section 352 of the
SFO, to be entered in the register referred to therein, or which were required, pursuant
to Rule 5.61 of the GEM Listing Rules, to be notified to the Company and the Stock
Exchange, were as follows: —

(a) Long positions in ordinary shares and underlying shares of the Company

Type of interests and
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SECURITIES OF THE COMPANY (continued)

(a) Long positions in ordinary shares and underlying shares of the Company

(continued)

Note: These shares are registered in the name of Eaglemax International Investment
Limited (“EIIL”), a company owned by Intelligent Management Limited (“IML”) as the
trustee of Intelligent Management Discretionary Trust, a family discretionary trust, the
objects of which include Mr. Wong Hoi Wong, his family and any charity in the world.
As at 31 March 2007, Mr. Wong Hoi Wong held the entire issued share capital of IML.

By virtue of SFO, Mr. Wong Hoi Wong has an interest of such shares.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 31 March 2007, the following persons (not being the directors and chief

executives of the Company) had interests or short positions in the shares, underlying

shares or debentures of the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to be kept under

Section 336 of the SFO as follows: —
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Eaglemax International Investment Limited (Note 1) 24,970,000 - 8.2% -
Eaglemax International Investment Limited (452 7))

United Fu Shen Chen Technology Corporation (Note 2) 52,434,000 - 17.1% -

BER R AR AR (A5t 2)

Richagain International Limited 6,658,000 112,307,692 2.2% 33.0%

Maxbase Holdings Limited - 111,500,000 - 32.8%

Extra Bright Trading Limited - 95,000,000 - 27.9%

Note 1:  These 24,970,000 ordinary shares are registered in the name of Eaglemax International
Investment Limited, a company wholly owned by Intelligent Management Limited as the
trustee of Intelligent Management Discretionary Trust, a family discretionary trust, the
objects of which include Mr. Albert Wong and his family and any charity in the world.
As at 31 March 2007, Mr. Albert Wong held the entire issued share capital of Intelligent
Management Limited. By virtue of the SFO, Mr. Albert Wong is deemed to have interest in
such shares. The shares held in the name of Eaglemax International Investment Limited

are duplication of the shares held by the director, Mr. Albert Wong.

Note 2:  Formerly known as Applied Component Technology Corporation.

Save as disclosed above, as at 31 March 2007, there was no person (not being
the directors and chief executives of the Company) who had any interests or short

positions in the shares, underlying shares and debentures of the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the

register required to be kept under Section 336 of the SFO.
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MANAGEMENT SHAREHOLDERS’ INTERESTS

Save as disclosed under the sections headed “Directors’ and Chief Executives’
Interests in Securities of the Company” and “Substantial Shareholders’ Interests”
above, as at 31 March 2007, no other person was individually and/or collectively
entitled to exercise or control the exercise of 5% or more of the voting power at
general meetings of the Company and was able, as a practical matter, to direct or
influence the management of the Company.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the purchases from the five largest suppliers of the Group accounted
for approximately 44% of the total purchases of the Group and the purchases from the
largest supplier included therein accounted for approximately 12%.

The sales to the five largest customers of the Group accounted for approximately 22%
of the total sales for the year and the sales to the largest customer included therein
accounted for approximately 7%.

None of the directors, their respective associates and shareholders of the Company
(which to the knowledge of the directors own more than 5% of the issued share
capital of the Company) had any interest in any of the five largest customers and
suppliers of the Group for the year.

CONNECTED TRANSACTIONS

Details of connected transactions under the GEM Listing Rules during the year are set
out in note 33 to the financial statements.

COMPETING INTERESTS

None of the directors, the substantial shareholders or the management shareholders
(as defined in the GEM Listing Rules) had any interests in any business which
competed with or might compete with the business of the Group.

COMPLIANCE WITH RULES 5.34 TO 5.45 OF THE GEM LISTING
RULES

The Company has complied with Rules 5.34 to 5.45 of the GEM Listing Rules
concerning board practices and procedures during the year ended 31 March 2007.
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AUDIT COMMITTEE

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

During the year, the Audit Committee has met four times to review the results of the
Group.

AUDITOR

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

the Company.

By Order of the Board

Wong Hoi Wong
Chairman

Hong Kong, 28 June 2007
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N\ Horwath

TO THE SHAREHOLDERS OF THIZ TECHNOLOGY GROUP LIMITED
(AP RERRAR)

(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Thiz Technology Group
Limited (the “Company”) and its subsidiaries (hereinafter referred to as the “Group”)
set out on pages 32 to 87, which comprise the consolidated and Company
balance sheets as at 31 March 2007, and the consolidated income statement, the
consolidated statement of changes in equity and 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 are responsible for the preparation and the true and fair presentation
of these financial statements in accordance with the 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

QOur 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.

HORWATH HONG KONG CPA LIMITED
Certified Public Accountants

A member of Horwath International

2001 Central Plaza

18 Harbour Road

Wanchai Hong Kong

Telephone : (852) 2526 2191

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

Fundamental uncertainty

In forming our opinion, we have considered the adequacy of the disclosures made
in the financial statements concerning the Company’s plan to raise funds through
a rights issue exercise. The financial statements have been prepared on a going
concern basis and do not include any adjustments that would result if the proposed
rights issue would not proceed. Details of the circumstances relating to this
fundamental uncertainty are described in note 3(a) to the financial statements. We
consider that the fundamental uncertainty in regard to the going concern of the Group
and the Company has been adequately disclosed and our opinion is not qualified in
this respect.

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the
state of affairs of the Company and of the Group as at 31 March 2007 and of the loss
and cash flows of the Group 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.

HORWATH HONG KONG CPA LIMITED
Certified Public Accountants

28 June 2007
Li Pak Ki
Practising Certificate number PO1330
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2007

—BELF
Note HK$'000
feE

Turnover

Cost of sales

Gross profit
Other revenue

Impairment loss for bad and doubtful debts

Selling and distribution expenses
General and administrative expenses

Loss from operations

Finance costs

Loss before taxation

Taxation

Loss for the year

Attributable to:
Equity holders of the Company
Minority interests

Dividend

Loss per share-Basic (in cents)

EE S

SHEMA

7
HAtA

RERAERSE
HERTHER
—RRITHRER
REER

BB A

BB AT 1R
BiE
FEEFR
BAT ek

RARESEFEA
DER RS

3=}

BRER-EFR (L)

The accompanying notes form part of these financial statements.

BaMT 2 PR AU M IS 3R 2 ARk EB

2006

SEEAF

=

HK$000
TAT

8,368

(6,221)

3,147
377

(7,605)
4,227)
(20,694)

(29,002)

(2,845)

(31,847)

(31,847)

(31,700)
(147)

(31,847)

(10.4)

o
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Note
sk
ASSETS AND LIABILITIES BEERAE
Non-current assets FRBEE
Property, plant and equipment M - BEREE 13
Product development costs EmFER AR 15
Current assets REBEE
Inventories TE 17
Trade receivables FEMERIE 18
Other receivables, deposits and prepayments HAJEWGRIE « s MIBARE
Cash and bank balances R RIRITET 19
Current liabilities REBAE
Trade payables FERTERIE 20
Other payables, accruals and deposits received HAbFENFRIE - FER 21
FIERE YRS
Amounts due to directors JERTEEFIE 22
Amount due to a spouse of a director N EREERIE 23
Tax payable FESTIIE 24
Net current (liabilities)/assets e (BE), BEZFE
Total assets less current liabilities REERRBEE

2007

—BE2LF
HK$’000

FTERT

2006
ZETREF

HK$°000
TAT

2,855
22,596

25,451

2,599
25,556

4,741
10,338

43,234

920

16,762
4,309
1,840
5,658

29,489

13,745

39,196
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2007

et 2 553
Note HK$’000
i THET

EQUITY

Share capital
Reserves

Equity attributable to equity holders
of the Company
Minority interest

Total equity

Non-current liabilities

Tax payable

Convertible notes

Convertible preference shares

[

B
Gt

RAREHEFEA
eI AR
DHBCRER

EREH

FRBEME
JEBBIE
AHBERR

A AR ST

These financial statements were approved and authorised for issue by the board of

directors on 28 June 2007.

Wong Hoi Wong
Director

Lin En Fu
Director

The accompanying notes form part of these financial statements.

25
28

24
29
25(b)

IEFBBRN _ZTLFRNA -\ BREESIERIRE

T -

e
BE

BaMT 2 IR AU S ISR 2 AR S -

2006
Cemamo

— ==/

HK$'000
TAT

30,617
(39,033)

17,957
29,655

47,612

39,196

MEE
BE
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2007 2006

—BELF ZERTRE
Note HK$°000 HK$'000
FreE TEx THRT

ASSETS AND LIABILITIES

Non-current assets
Interests in subsidiaries

Current assets
Other receivables, deposits and prepayments
Cash and bank balances

Current liabilities
Trade and other payables

Net current (liabilities)/assets

Total assets less current liabilities

EQUITY
Share capital
Reserves

Total equity

Non-current liabilities
Convertible notes

Convertible preference shares

BEREE

FRBEE
Pt 8 A R) 2 # s

RBEE
HALRUWKIA - 128 RIENRIEA
Be MRITETF

REAE
B 5 REMENFA

RE(BE) EEFE

REERRBRE

R
A
1

BB
FRBAME
ABERR
AR R ST

These financial statements were approved and authorised for issue by the board of

directors on 28 June 2007.

Wong Hoi Wong
Director

Lin En Fu
Director

The accompanying notes form part of these financial statements.

47,863

1,150
8,294

9,444

1,602

7,842

55,7056

25
28

30,617
(22,524)

8,093

29
25(b)

17,957
29,655

47,612

55,7056

IEUBHRN -_EZLFNA -\ BEERSIERIRE
AT

EsE R
BE BE

BEMIBH R AU SIS SRR 2 MR EE S -
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2007 2006

—ERLE R %

Note HK$°000 HK$'000
3 FHRT T

Cash flows from operating activities
Loss before taxation
Adjustment for:-
Loss on disposal of property, plant
and equipment
Negative goodwill arising on acquisition of
a subsidiary
Interest income
Interest expenses
Impairment loss for bad and doubtful debts
Depreciation
Amortisation

Operating loss before working capital changes

Decrease/(increase) in inventories

(Increase)/decrease in trade receivables

Decrease/(increase) in other receivables, deposits
and prepayments

Decrease in trade payables

Increase in other payables, accruals and
deposits received

Effect on foreign exchange rate changes

Cash used in operations
Interest received
Interest paid

Tax paid

Net cash outflow from operating activities

Cash flows from investing activities
Payments to acquire property, plant and
equipment
Product development expenditure incurred
Sales proceeds of property, plant and equipment
Acquisition of a subsidiary

Net cash used in investing activities
carried forward

REEBCRERE
BRI AT 18
R
HEWE  BEX
HiBER
Ui — I Pl /8 2 )
EEzamE
WA
FBRX
RIBARRER 1B
bl
#3H

EEASEPHZLEBIA
FRRD/(8m)
JEARERIE (42 00) R
HAEUHIA - 28 R
BN, (E )
e BRIEURL
HALEN A - 5T
IR YRS
SVEER B 2 BB

REXEBMARE
A B
RS
[REGEA

REEBZRETHFR

REZHZRERE
NEYE S

RS MR A 2 R
EmPAEREX

HEWE - BB RREFSHR

Wi — I B A F)

REZHFAARE
FEAE

(31,847)

(7)
2,845
7,605

571
2,341

(18,492)
(70)
160

(492)
(1,144)

9,804
(338)

(10,572)
7

(722)
(526)

(11,813

(1,576)
(10,679)

27

(12,255)
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2007

—EELF
Notes HK$’000
gz FHET

Net cash used in investing activities
brought forward

Cash flows from financing activities

Share issue expenses

Proceeds from issue of convertible notes

Repayment of advances from directors
and a spouse of a director

Proceeds from issue of convertible
preference shares

Payment for redemption of convertible notes

Additional loans raised

Advances from directors

Net cash generated from financing activities

Net (decrease)/increase in cash
and cash equivalents

Cash and cash equivalents
at beginning of year

Cash and cash equivalents at end of year

Cash and bank balances at end of year

AR EEB A
REB8

METHRERE
B in 1T
BATRHAR SRR S SR
BEEEN—HES
ZIRBZER
BITRHARRE LR
PR{S3IA
@ AHRRR SRR R
BEBINERK
BEER

MEFHFEEZRETHE

RERREEEERE
(R4 /18 iS4

RENREREE
%£E1|E

RERZRERREEEER

REBZRERRITER

The accompanying notes form part of these financial statements.

BEHTZ PR E AL BB TS HR 2 PR ER S o

2006
ZEEREF
HK$'000
FHBT

(12,255)

(750)
10,000

(5,501)

31,000
(4,000)

30,749

6,681

3,657

10,338

10,338
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Attributable

to equity
Capital Accumu-  holders
Share Share redemption  Capital ~ Special Translation lated ofthe  Minority
capital  premium  reserve  reserve  reserve  reserve losses Company interest Total
-0 NG 8
Bk RORE BERE EARE  RARE  ENRE ZHEE GEARGE  RRER Eh
HK$000  HK$000  HK§000  HKS000  HKS000  HKS000  HK$'000  HK$000  HK$O000  HKS000
Tér  TEr  TEr  TEn  TEr TR TEr A TEn TER
Balance at 1 Apri 2005 RZSEREMA-A
&
- as originally stated -RA25 30,617 2401 84 - 360 (213 (40,042) 15,077 147 15,224
- effects of changes In accounting policies -SHEREY VE - - - 1692 - - (736) 956 - 956
- asrestated -5j| VT 227 oo 1R 30 Py 0TI 16083 w1610
Issue of convertile preference shares BAMERELR - - - 6,541 - - - 6,541 - 6,541
Issue of convertiole notes BIMARSE - - - 1,798 - - - 1798 - 1,798
Share issue expenses BOESRES - 750) - - - - - (750) - (750)
Redemption of convertible notes BOTARRE - - - (484) - - 484 - - -
Exchange adjustment on translation of the HEBIMERR
financial statements of foreign subsiclries BldR ER AR - - - - - (338) - (339) - (338)
Loss for the year TFEER - - - - - - B0 (31,700) (47 (31847
Balnce i 31 March 2006 RoTBRE=A=1-R 0617 BN TR LT W B M9 B4t - B
b=
Acquistion of a subsidiary WE—fEnEAa - - - - - - - - 113 113
Transfer of convertile notes to short term loans [pie INGl=E - - - (1.209) - - 1208 - - -
Exchange adjustment on translaton of the HERHELR
financial statements of foreign subsiciaries BBRE ER AR - - - - - 1588 - 1,588 - 1,588
Loss for the year TERER - - - - - - aBd88)  (B6R) - (i8489)
Balance at 31 March 2007 RoERtE
ZR=T-B2ER 30,617 23,521 84 8,339 360 1087 (119264)  (55,296) 13 (65,183)

The accompanying notes form part of these financial statements.
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ORGANISATION AND OPERATIONS

The Company was incorporated as an exempted company with limited liability
in the Cayman Islands under the Companies Law (Cap.22 Law 3 of 1961, as
consolidated and revised) of the Cayman lIslands on 6 December 2000. The
address of its registered office and principal place of business are Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman
Islands and Unit 1004, 10/F, Tower B, Hunghom Commercial Centre, 37 Ma Tau
Wai Road, To Kwa Wan, Kowloon, Hong Kong, respectively.

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

On 11 October 2002, the United States Securities and Exchange Commission
approved the establishment of Level 1 American Depository Receipt program for
the Company'’s shares in the United States of America.

The Group engages in an information technology industry, in which, it is a
developer and provider of a range of Linux solutions including Linux operating
systems, application systems run on Linux and related services such as software
installation, training and education and operates under the brandname of
ThizLinux. The activities of the subsidiaries are set out in note 14 to the financial
statements.

These consolidated financial statements are presented in Hong Kong dollars
(“HK$”), unless otherwise stated. These consolidated financial statements have
been approved and authorised for issue by the board of directors (“the Board”)
on 28 June 2007.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all of the new and revised Standards
and Interpretations issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) that are relevant to its operations and effective for
annual reporting periods beginning on 1 January 2006. The adoption of these
new and revised Standards and Interpretations did not result in substantial
changes to the Group’s accounting policies nor have affected the amounts
reported for the current or prior years.

HIFONE S

ARBIRZZETEF+AABREASEHSAEE
(—NA—FEFERE22F - [8irE REFIEFSE
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b BL 2 #hiE 5 BRI Cricket Square, Hutchins Drive, P.
0. Box 2681, Grand Cayman KY1-1111, Cayman Islands
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ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

At the date of authorisation of these financial statements, the following

Standards and Interpretations were in issue but not yet effective:

Effective for annual periods
beginning on or after

HKAS 1 (Amendment)

Presentation of Financial 1 January 2007

Statements — Capital

Disclosures

HKFRS 7 Financial Instruments: 1 January 2007
Disclosures

HKFRS 8 Operating Segments 1 January 2009

HK(FRIC) - Int 8 Scope of HKFRS 2 1 May 2006

HK(FRIC) - Int 9 Reassessment of 1 June 2006
Embedded Derivatives

HK(FRIC) - Int 10 Interim Financial Reporting 1 November 2006
and Impairment

HK(FRIC) - Int 11 HKFRS 2 - Group and 1 March 2007
Treasury Share Transactions

HK(FRIC) - Int 12 Service Concession 1 January 2008

Arrangements

The Group is in the process of making an assessment of what the impact of

these new or revised standards or interpretations is expected to be in the period

of initial application.

PRINCIPAL ACCOUNTING POLICIES

(a)

Statement of compliance and basis of preparation of financial
statements

These financial statements have been prepared under the historical cost
convention in accordance with HKFRSs, accounting principles generally
accepted in Hong Kong, the disclosure requirements of the Hong Kong
Companies Ordinance and the Rules Governing the Listing of Securities on
the GEM of the Stock Exchange (the “GEM Listing Rules”).

At 31 March 2007, the Group and the Company recorded a net liability
of HK$55,183,000 and HK$8,806,000 respectively. As disclosed in note
34, all convertible notes and 300,000,000 convertible preference shares
of the Company as at 31 March 2007 were converted into the Company’s
ordinary shares subsequent to 31 March 2007. The total amount
capitalised upon completion of the conversion will be HK$39,090,909.
The Company is also currently contemplating a fund raising exercise by
way of rights issue. In the opinion of the directors, upon completion of the
proposed rights issue, the Group would have sufficient capacity to maintain
the Group as a going concern. Accordingly, the financial statements of the
Group and the Company are prepared on a going concern basis.

2.

HrRanH ST RS (Z ST BB TR IR E 2R (18)

REETI SR BHRERBE - THERRRBEERES
B ARERL -

RTSIREZA
ZENFEMEEN
BEMENZ1R(EET)  BIMBHR-AARE  _FRLE-A-A
BRUHREENZ TS SRIE:RE “TRE-A-H
BRIHRSENZSN 0B “ERNF-A-R
R (ARBREREREE) FANBRSED “TTRERA-A
-REZ8% £25i2 68
R (ARUBHEREREE) MRNETEZER “TTRERA-H
-REZN
B (ARTBREREREE) THNBRERAE “ERFT-A-R
-REZ108
B (ARUBRERERES) ZAURESENEE —TRLFZA-N
-REENH -REERRRARS
B (ARTBHERERES) RHELERSE “TENE-A-H
-REE1H

AEEERZ ST REETER KR BIRAND
PR PTIERR 2 R EETTRIA -

FESEECR

(a) BHBRRMBHRR CERESE

I B SRR TYIRIE 2 KB DI AR IR BB B IS s
Al BERREIRA - BB R AUED 2 KRR E K
RPTAIZERES ETRAN(TRIRR ETRAD AR -

RZZETEF=ZA=1+—8 ' XEBREQRDHIEE
& {&#1855,183,00078 7T 128,806,000/ 7T © ZAKIFE34 A
BREERRFEMIN RZBTLF=A=1+—H
2 A AT A% 248 [ 300,000,000 AR E LA —EE
tEZA=T—ARERARARZ LB - RFEKE
B AT A ANE 2 485818 /5 39,090,909 8 7T ° ANA RN IE
ZEUERTAEEES - RESZ2ER - REHRER
TRE AEERAETTEASERSELEERER
AN o Bt ANEERARE) 2B HRE T A EL
iR o

Thiz Technology Group Limited

ANNUAL REPORT 2007




3. PRINCIPAL ACCOUNTING POLICIES (Continued)

()

(b)

(e

Statement of compliance and basis of preparation of financial
statements (continued])

The applicability of this basis depends on the successful completion of
the proposed rights issue. The financial statements do not include any
adjustments that would result if the proposed rights issue would not
proceed. If the proposed rights issue would not proceed, or if going
concern basis were not to be appropriate, adjustments would have to be
made to the financial statements to reduce the value of the assets of the
Group and the Company to their recoverable amounts, to provide for any
further liabilities which might arise and to reclassify non-current assets and
liabilities as current assets and liabilities, respectively.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the
Group’s accounting polices. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements, are disclosed in note 37.

Basis of consolidation

The consolidated financial statements incorporate the financial statements
of the Company and its subsidiaries made up to 31 March each year.

The results of subsidiaries acquired and disposed of during the year are
included in the consolidated income statement from the effective date of
acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of the
subsidiary to bring its accounting policies into line with those used by the
parent company.

All significant intercompany transactions, balances and unrealised gains on
transactions between group enterprises are eliminated on consolidation.
Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment on the asset transferred.

Minority interests in the net assets of consolidated subsidiaries are
identified separately from the Group’s equity therein. Minority interests
consist of the amount of those interests at the date of the original business
combination and the minority’s share of changes in equity since the
date of the combination. Losses applicable to the minority in excess of
the minority’s interest in the subsidiary’s equity are allocated against the
interests of the Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to cover the losses.

Business combinations

The acquisition of subsidiaries is accounted for using the purchase
method. The cost of the acquisition is measured at the aggregate of the
fair values, at the date of exchange, of assets given, liabilities incurred or
assumed, and equity instruments issued by the Group in exchange for
control of the acquiree, plus any costs directly attributable to the business
combination. The acquiree’s identifiable assets, liabilities and contingent
liabilities that meet the conditions for recognition under HKFRS 3 are
recognised at their fair values at the acquisition date.

3. £

(a)

(b)

(c)
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(]

(d)

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

Business combinations (continued)

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

The interest of minority shareholders in the acquiree is initially measured
at the minority’s proportion of the net fair value of the assets, liabilities and
contingent liabilities recognised.

Subsidiary

A subsidiary is an enterprise in which the Company has the power, directly
or indirectly to govern the financial and operating policies so as to obtain
benefits from its activities.

Investment in the subsidiaries is included in the Company’s balance sheet
at cost less any impairment loss. The results of subsidiaries are accounted
for by the Company on the basis of dividends received and receivable.

Goodwill

Goodwill arising on the acquisition of a subsidiary or a jointly controlled
entity represents the excess of the cost of acquisition over the Group’s
interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities of the subsidiary or jointly controlled entity recognised
at the date of acquisition. Goodwill is initially recognised as an asset at cost
and is subsequently measured at cost less any accumulated impairment
losses.

For the purpose of impairment testing, goodwill is allocated to each of
the Group’s cash-generating units expected to benefit from the synergies
of the combination. Cash-generating units to which goodwill has been
allocated are tested for impairment annually, or more frequently when there
is an indication that the unit may be impaired. If the recoverable amount
of the cash-generating unit is less than the carrying amount of the unit,
the impairment loss is allocated first to reduce the carrying amount of
any goodwill allocated to the unit and then to the other assets of the unit
pro-rata on the basis of the carrying amount of each asset in the unit. An
impairment loss recognised for goodwill is not reversed in a subsequent
period.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(f)

(9]

Segment reporting

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

Segment revenue, expenses, results, 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. 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 enterprises 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 year to
acquire segment assets (both tangible and intangible) that are expected to
be used for more than one year.

Unallocated items mainly comprise financial and corporate assets, interest-
bearing loans, borrowings, corporate and financing expenses and minority
interests.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated
depreciation and any impairment losses. The cost of an asset comprises its
purchase price and any directly attributable costs of bringing the asset to
its present working condition and location for its intended use. Expenditure
incurred after the asset has been put into operation, such as repairs and
maintenance and overhaul costs, is charged to income in the period in
which it is incurred. In situations where it can be clearly demonstrated that
the expenditure has resulted in an increase in the future economic benefits
expected to be obtained from the use of the assets, the expenditure is
capitalised as an additional cost of the asset.

Depreciation is charged so as to write off the cost, over their estimated
useful lives, using the straight-line method. The useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date. The principal
annual rates are as follows:
Computer equipment 3 years
Office equipment 3 years to 7 years

Furniture and fixtures 5yearsto 7 years

3.
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(9)

(h)

(i)

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

Property, plant and equipment (continued)

The gain or loss arising on the disposal or retirement of an item of property,
plant and equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in the
profit or loss.

Inventories

Inventories are valued at the lower of cost and net realisable value. Cost is
determined on a weighted average basis and include all costs of purchase
and other costs incurred in bringing the inventories to their present
location and conditions. Net realisable value is determined by reference
to the anticipated sales proceeds of items sold in the ordinary course of
business less estimated selling expenses after the balance sheet date or to
management estimates based on prevailing market conditions.

Financial instruments

Financial assets and financial liabilities are recognised on the Group’s
balance sheet when the Group becomes a party to the contractual
provisions of the instrument.

(i) Trade receivables

Trade receivables are measured at initial recognition at fair value,
and are subsequently measured at amortised cost using the
effective interest rate method. Appropriate allowances for estimated
irrecoverable amounts are recognised in profit or loss when there
is objective evidence that the asset is impaired. The allowance
recognised is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash
flows discounted at the effective interest rate computed at initial
recognition.

(i)~ Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand
deposits, other short term highly liquid investments that are readily
convertible to a known amount of cash and are subject to an
insignificant risk of changes in value.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

U

)

Financial instruments (continued)

(ii)

(iv)

Convertible notes and convertible preference shares

Convertible notes and convertible preference shares that consist
of a liability and an equity components are regarded as compound
instruments. At the date of issue, the fair value of the liability
component is estimated using the prevailing market interest rate for
similar non-convertible debt. The difference between the proceeds of
issue of the convertible notes and convertible preference shares and
the fair value assigned to the liability component, representing the
embedded option for the holder to convert the notes and preference
shares into equity of the Group, is included in equity (capital reserves).

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

If the convertible notes and convertible preference shares are
converted, the capital reserve, together with the carrying value of
the liability component at time of conversion, is transferred to share
capital and share premium as consideration for the shares issued.
If the convertible notes and convertible preference shares are
redeemed, the capital reserve is transferred directly to accumulated
losses.

Trade and other payables

Trade and other payables are initially measured at fair value and
subsequently measured at amortised cost using the effective interest
rate method.

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Operating leases

Leases where substantially all the risks and rewards of ownership of assets

remain with the lessor are accounted for as operating leases. Rentals under

operating leases are charged to the income statement on a straight-line

basis over the lease term.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

()

U

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when
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
expenditures expected to settle the obligation.

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.

Research and development costs

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

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

Deferred development costs are stated at cost less accumulated
amortisation and any impairment losses. Amortisation is calculated on a
straight-line basis over the expected economic useful lives of the products,
subject to a maximum period of five years commencing in the year when
the products are put into commercial production.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(m) Impairment of assets

(n)

Assets that have an indefinite useful life are not subject to amortisation,
which are at least tested annually for impairment and are reviewed for
impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. Assets that are subject to
amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.
An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount
is the higher of an asset’s fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately identifiable cash flows (cash-
generating units).

Taxation

Income tax expense represents the sum of the tax currently payable and
deferred tax.

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

Deferred tax liabilities is provided in full, using the liability method, on
temporary differences arising between the tax bases of assets and liabilities
and their carrying amounts in the financial statements and deferred tax
assets are recognised to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be
utilised. However, such assets and liabilities are not recognised if the
temporary difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.
Taxation rates enacted or substantively enacted by the balance sheet date
are used to determine deferred taxation.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of the asset to
be recovered.

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiary except where the Group is able to
control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future.
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(n)

(0]

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

Taxation (continued)

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax liabilities
and when they relate to income taxes levied by the same taxation authority
and the Group intends to settle its current tax assets and liabilities on a net
basis.

Translation of foreign currencies

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

In preparing the financial statements of the individual entities, transactions
in currencies other than the entity’s functional currency (foreign currencies)
are recorded at the dates of exchange prevailing on the dates of the
transactions. At each balance sheet date, monetary items denominated
in foreign currencies are retranslated at the rates prevailing on the
balance sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing
on the date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of monetary items, and on
the retranslation of monetary items, are included in profit or loss for the
period. Exchange differences arising on the retranslation of non-monetary
items carried at fair value are included in profit or loss for the period except
for differences arising on the retranslation of non-monetary items in respect
of which gains and losses are recognised directly in equity. For such non-
monetary items, any exchange component of that gain or loss is also
recognised directly in equity.

For the purpose of presenting consolidated financial statements, the assets
and liabilities of the Group’s foreign operations (including comparatives) are
expressed in Hong Kong dollars using exchange rates prevailing on the
balance sheet date. Income and expense items (including comparatives)
are translated at the average exchange rates for the period, unless
exchange rates fluctuated significantly during the period, in which case
the exchange rates at the dates of the transactions are used. Exchange
differences arising, if any, are classified as equity and transferred to the
Group’s translation reserve. Such translation differences are recognised in
profit or loss in the period in which the foreign operation is disposed of.

3.

F2SEHECR (18)

(n)

(o)

I8 (4&)

ERERBEERBBERBEEER LA RHIRTZ
ERAERH AR ERIEERHBEEE  URER
ZEREREERE ST R R B RS
W WEAARERANFEELEEEERTIBEE
KB BRI EARL o

NS BB 52

EREERZERNFBERRAL T REEMEZL
EEREZ G (EER)JIE - BURaMBEHERm
F BERBZAENRIBRRAEHUE T (AIARRZ
R MIRA MBI Z 2 EHE) JIE -

g o

ERRERNERZMEMRE - AREBREEEN
I BB OMNE)VETT 2R HRR G HABAZERA
BRoRE—EEH DINENIEZEIHEANEH
HBAzERSEHNE o MNEIR AT ENEZ I
ERHEREEATEZ BBAZEREHHRE -
PASMEIRIE L B ANGH 8 2 FEE IR A T EH
& .

HEERHB LB M EERHRERELCERE
Bt AHAZBER - ENRERATEIIRZIE
ERBEREACEREZRNPNFABREER  EE
MBREERBREESE EMAMBEE RN E
HAMER - ENFERIARR - EWEEZERD
TREE PR T RER

REMGEUBRRME  AREEBIEBEE
REE(BREEET) OEREERBREXINE
TEHE - WARFXIAR (BELBET) WBRZ
FHERGE  EMBARNZERAERD - BRR
HHZERKE - EXZERZR(WE) DERE
# YHBREAKE RERE FHREEZEN
HEBINETS < RN BRRER

Thiz Technology Group Limited

ANNUAL REPORT 2007




3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(p)

(a)

()

Employees’ benefits

(i) Employee leave entitlements

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

(i) Pension obligations

Contributions to the Mandatory Provident Fund scheme as required
under the Hong Kong Mandatory Provident Fund Schemes
Ordinance are charged to income statement when incurred.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset that necessarily takes a substantial
period of time to get ready for its intended use or sale are capitalised as
part of the cost of that asset.

All other borrowing costs are charged to the income statement in the year
in which they are incurred.

Revenue recognition

Revenue is recognised when the outcome of a transaction can be
measured reliably and when it is probable that the economic benefits
associated with the transaction will flow to the Group, on the following
basis:

(i)  Revenue from sale of goods is recognised when the significant risks
and rewards of ownership of goods have been transferred to the
buyers.

(i)  Income from training services is recognised on a straight-line basis
over the period of training.

(i) Income from consultancy services is recognised to the extent of
services rendered and according to the terms of the agreement.

(iv) Interest income is recognised on a time-proportion basis, taking into
account the principal amounts outstanding and the interest rates
applicable.
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4. TURNOVER

Turnover represents the invoiced value of computer products sold and Group’s
Linux based software and hardware products distributed and training income,
after allowances for returns and discounts and net of value added tax. An
analysis of the Group’s turnover and other revenue is as follows:

EEBIEMEEMERZERE RS HAEE Linux
U FEMERMFTIRA - THBRE - HERE
EEBRSH - AREEEBEREMBAZITOT

2007 2006
—BTtE —BTX

HK$‘000 HK$ 000

FHT T

Turnover: —
Distribution of Group’s Linux based software
Sales of computer products
Training income

Other revenue: —
Interest income
Sundry income
Negative goodwill arising on acquisition

of a subsidiary
Consultancy fee income

R
73 57N S [ Linux X
HEBMED
FHIBA

HAWA -
FBWA
FEEBA
Yeig — M E AR
EEzamE
FRETON

1,642
4,233
2,593

8,368

370

377

8,745
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SEGMENT INFORMATION

Segment information is presented by way of two segment formats: (i) on a
primary segment reporting basis, by business segment; and (i) on a secondary
segment reporting basis, by geographical segment.

The Group’s operating businesses are structured and managed separately,
according to the nature of their operations and the products and services
they provide. Each of the Group’s business segments represented a strategic
business unit that offers products and services which are subject to risks and
returns that are different from those of other business segments. Summary
details of the business segments are as follows:-

(@) the software development segment engages in development and sales of
Linux based software and hardware products;

(b)  the computer products segment engages in B2B e-commerce in respect
of trading of computer products; and

(c) the training service segment engages in the provision of training services on
Linux based software.

In determining the Group’s geographical segments, revenues are attributed to
the segments based on the location of the customers, and assets are attributed
to the segments based on the location of assets.
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(a) Business segments

5. SEGMENT INFORMATION (Continued)

5. NEERN (&)

(a) H¥BNE
Software Computer Training
development products services Consolidated
BHpR ERER SEHIBRA ]

2007 2006 2007 2006 2007 2006 2007 2006
“ERLE CTTAF CERLF CREAF SRR CTTNF CBELF _TTF
HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$HO000
TE#x TEx TRz  TEx TRz  TEn  FTEx  TExn

Segment revenue:-
Sales to
external customers

Segment results
Interest income

Unallocated income
Unallocated expenses

Loss from operations

Finance costs

Loss before tax

Tax

Loss for the year

LN
HET
HREP

NERE
MEBBA
RABHRA
AHERX

BEER
AERA

BRAIER
A

FRER

(15,678) (24,167)

(29,002)
(2,845)
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5. SEGMENT INFORMATION (Continued)

Business segments (Continued)

5. NEER (18

(a) EBNE(GE)

Software development  Computer products
G ERER
2007 2006 2007 2006

CEREE CTTNF ZERHE CTTAF CERLF CTTAF CERLE IT

HK$'000 HKS'000 HK$000  HK$000
Tén TET TR TER

Segment assets
Unallocated assets

Total assets

Segment liabiliies
Unallocated assets

Total liabilities

Other segment information:-

Depreciation
Amortisation

Capital expenditure

NEAE
AHRAE

AE8E

HRRE
AERE

afE8E

EfunBAH

e

BARHY

41,082

Consolidated

2006

“BRtE ETNF
HK$'000  HK$'000

T

51,781
16,904

12,937
64,164

12,255
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5. SEGMENT INFORMATION (Continued)
(b

Geographical segments

The following tables present revenue, assets and capital expenditure
information for the Group’s geographical segments.

Hong Kong Taiwan PRC USA
B 28 L 38
il 06 an 2 a0 2 a 06
IRBE ORDE BME O IRE BME I R N
HESOO0  HSID KNS RSO0 HKSO  HOID RSO HSOD
O O th Tm tH BT R T

5 NEER (18)
(b) HhE N
TEREYIAEE M E D 2 A
LA
Vigtnam Denmark Japan Others
ii® BiES A& A4
b b m 6 m 26 m 06
TGP IR I ARE R AhE aME R
HKSOO0 RSO0 HKSODD  HKSDD  HKSODD  HKSDD HKSON0  HKSOD
TR TRt TR OTRL R TR TR TR

Consolidated

b
a0
=
eSO
T

06
i
HSO0
i

Seqrent e AR
Sohsioetemdosmes  HEFIRER

Obersegrentiomatin:~~ 247BH
St ases AEE
Ceptd epencie BHER
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6. LOSS BEFORE TAXATION 6. PRiGBIESE

2007
—EBRLF
HK$°000
FBT

Loss before taxation is arrived at KRBT ARSI
after charging/(crediting): — (Bt A) T5I%1E -
Cost of inventories sold BEEFERA
Cost of services rendered TRAE AR TS PR AN
Depreciation e
Less: Amounts capitalised as product B IREE SRR BEA A

development costs BRERZ &8

Amortisation of product development costs 7 (T 3 2 ik AN 4

(included in general and administrative (BIA—M RATBS )
expenses)
Minimum operating lease payments:- KEREr HIEMERE
Land and buildings T REF
Less: Amounts capitalised as product B IREE SRR BEA A
development costs BRERZ &8
Auditor’s remuneration ZEED &
Staff costs BIMAK
(excluding directors’ emoluments): — (TREESHS) -
Salaries and other benefits e RHEET
Pension contributions BRRES K
Less: Amounts capitalised as product B IREE SRR BEAC A
development costs BRERZ &8
Finance costs: — B :
Interest on convertible notes AR EF S
Interest on convertible preference shares AIARE S IRF S
Interest paid to a director EEEBERE
Interest paid to a spouse of a director EFRBEENS
Other finance costs E A& A

Impairment loss for bad and doubtful debts ~ FIZEIREEEE
Net exchange loss T 5 51855

2006
ZETREF
HK$’000
FHT

4,970
251

914

(343)

571

2,341

2,686

(1,228)

1,458
250

18,731
999

14,730

(4,599)

10,131

1,126
996
309
148
266

2,845
7,605
245
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7. DIRECTORS’ AND SENIOR EXECUTIVES’ EMOLUMENTS

(@) Directors’ remuneration disclosed pursued to the GEM Listing Rules and
Section 161 of the Hong Kong Companies Ordinance is as follows:-

Directors’
fees

£k
HK$000
THERT

Executive directors: — WITESE:
Wong Hoi Wong FalE
VYuan Luke Tsu RAF
Lin En Fu MR

Non-executive directors: — FRITES
Hsieh Yi Chen HEZE
Wu Chiao Ru ysspal
Lin Chien Hsin M

Independent non-executive directors: — BIUIFRITES
LiZhe B
Ko Ming Tung, Edward 2AR
Chu Wei Jen REUE
Chu Meng Chi REM

7. EBERSRTBAEZME

@ RBRIEREFRIREBRAREDIE16114E EF

ZESBEWT
Salaries,
allowances
and other
benefits Bonus
e BER
HitfE A AL
HK$’000 HK$000
TERT FTHET

Pension
schemes
contributions

BT EISR
HK$’000
TET

2007

Total
—ERLHF
&
HK$°000
THET
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(@)

7. DIRECTORS’ AND SENIOR EXECUTIVES’ EMOLUMENTS 7. EBRERITIRASZEE (/&)
(Continued)
Directors’ remuneration disclosed pursued to the GEM Listing Rules (@ RIBRIER ETRAREBRADEOIEI611E EE
and Section 161 of the Hong Kong Companies Ordinance is as follows:- ZHeBmBWT - ()
(Continued)
Salaries,
allowances Pension
Directors’ and other schemes 2006
fees benefits Bonus contributions Total
e BER —EERE
-t ok Hit3gF AL BIRGTEIAR a#f
HK$’ 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
FTERT TR FTERT FiER FTHER
Executive directors:- WITESE -
Lin Chien Hsin M - 536 - - 536
Wong Hoi Wong Tl - 1,115 - 12 1,127
Yuan Luke Tsu =EF - 30 - - 30
Huang Wanzi E 05 - 234 - - 234
Non-executive directors:- FRiTES:
Hsieh Yi Chen HEE 30 - - - 30
Wu Chiao Ru S5y 30 - - - 30
Independent non-executive directors:- BUFMTESE
LiZhe by 60 - - - 60
Ko Ming Tung, Edward 2R 60 - - - 60
Chu Wei Jen REME 60 - - - 60
Chu Meng Chi REM - - - - -
240 1,915 - 12 2,167

There were no arrangements under which a director waived or agreed to waive

any emoluments, and no incentive payment nor compensation for loss of office

was paid to any director during the current and prior year. No share option was

granted to the directors during the current and prior year.

RAFEELBEFE  SETANESHRNRAER2E
Sz 28 R EEAEBN KA R ERCZHE
SNTFEFNES RAFERBEFE  HEAZEE

TAEAIRERHE -
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7. DIRECTORS’ AND SENIOR EXECUTIVES’ EMOLUMENTS
(Continued)

(b) Details of emoluments paid to the five highest paid individuals during the
year included two directors (2006: two directors) whose emoluments are
set out above. Details of remuneration of the remaining three (2006: three)

highest paid employee of the Group during the year are as follow:

7. EBERSRTBASZHE (&)

b)) RFARNAERSFAL(BEMZER(ZZET
NEMBEF)) ANAMEZFHBREIIM L - RF
N AEBZHRT=ZE(ZTTRF : ZR)KeoH
EEZHME 2 FHBRIAT

2007 2006
—ete —TEAA
HK$°000 HK$’000
FHT T

Salaries, allowances and other benefits ~ ¥7& - i85 & H Ab i@ A
Pension schemes contributions IROREH B R

8. PENSION SCHEMES

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

contributed into the MPF Scheme.

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

payments on post-retirement benefits beyond the annual contributions.

The Group’s contributions to pension schemes for the year ended 31 March

2007 amounted to HK$1,419,000 (2006: HK$1,011,000).

877
85

962

RiNE st Sl

AEBRBRHEDBRSF IR - REMBELEERS
Bz R BT BB F AR R ARG S (T3]
EeitE]) wEeHEa —TTTF A -AEE
B AEEREBEAFHE X —BOIERHEF . RA
RF@E SR ERAME D R R R AR - 38 1&
CHEIZEEFNBUERERS  BAREZEENH
FA - ARERBRRSHEMEL ZBIHKEHREER
P& -

RNABEEEZAARMBRR 2 EEBASHEME TR
FEEzhREBAREFE - ZFTRMBRARART S
R—BoAPRRERSFEER R - hRBAREF
AN 2RO RNERZMERKE - AREHAR
FEEFANZRRBEFNER -

REBE-TTLF-A=-+—HLFE  AEEEHE
REETEIHER 1,419,000 7T (ZZTZ/<4F : 1,011,000
JT) ©
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9. TAXATION

(a) No provision for profits tax has been made as the Group has sustained
tax losses for the year.

Taxation in the consolidated income statement represents:—

9. MWIA

(a) BMNAKENRAFRREHIAEGE - SKWHEED

MSHEE -

RERERATIRRER

2007 2006
—ZTtHF ZETNREF
HK$’000 HK$'000
FHEx FHT
Tax expense for the year can be REERIE
reconciledas follows: — SRR ¢
Loss before taxation Bt A ES B (31,847)
Tax effect at Hong Kong #B17.5% 2 BEFIEH
profits tax rate of 17.5% MEFE 2 BB E (5,573)
Tax effect of non-deductible FEHRAY
expenses/tax exempt revenue GRBAZ R GE 846
Tax effect of unrecognised tax losses RERTIEFEBZ R E 5,867
Tax effect of different tax rate of REMBIEEREREEE
subsidiaries operating in other jurisdictions 2 Hff B A BRI R = §28 (1,157)
Tax effect of unrecognised decelerated RIERB R RTEE
tax allowances ZRGE 17
Tax expense TRIEZ -
(b) The components of deferred tax assets/ (liabilities) are as follows: - (b) EERIBEEE/ (&F) 2HEAMRBIWT :
Unutilised Product
tax development
losses costs Total
FEA EmpR
BIEEE 22 wst
HK$°000 HK$’000 HK$’000
FHExT T FEx
At 1 April 2005 RZTTRFMNA—A 1,458 (1,458) -
Credit/(charge) for the year RNEEFAGK) 1,981 (1,981) -
At 31 March 2006 RZETZRF=A=+—H 3,439 (3,439) -
Credit/(charge) for the year REZEA(HR) 3,184 (3,184) -
At 31 March 2007 RZZZE+F=A=+—H 6,623 6,623 -
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9. TAXATION (Continued)

(b

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

[continued): -

The components of unrecognised deductible/(taxable) temporary
differences are as follows: —

9. WIA(&E)

(b) ELRIBERE (&) ZABAWT - (@)

REERAING, (FERT) BRIEEZMT -

2007
—ERtHF
HK$’000
TR

2006
ZETREF
HK$’000
FT

Deductible temporary difference (note () A 40 ETBS 14 (F £ (i)
Unutilised tax losses RE)BHIEERE
Decelerated tax allowances R A ER

Provision for doubtful debts RERAEE

Taxable temporary difference (note (i) FERRFRE R (P 5 (i)
Accelerated tax allowances R G

Notes:

()

(i)

Deductible temporary differences have not been recognised in these financial
statements owning to the absence of objective evidence in respect of the
availability of sufficient taxable profits that are expected to arise to offset against
the deductible temporary differences.

The unutilised tax losses accumulated in the PRC and Taiwan subsidiaries
amounted to HK$42,177,000 (2006: HK$34,516,000) would expire in five years
from the respective year of loss. The unutilised tax losses accumulated in the
Hong Kong subsidiaries amounted to HK$71,123,000 (2006: HK$33,950,000)
can be carried forward indefinitely. As at 31 March 2007, tax losses aggregated
to HK$23,230,000 (2006: HK$12,690,000) has been recognised as deferred tax
assets.

Taxable temporary differences have not been recognised in these financial
statements owning to immateriality.

FfeE

(i)

68,466
154
6,738

75,358

(90)

75,268

MINRE REEENAERRREE 2 ERTUEF R A
MR ERIEER - UL SR B IRR
RAMREREER -

FERGENBARAZBEZ A AMEEIS
42,177,000 70 ( ZF T /<4 © 34,516,000 7T ) #
REAZBEFELRAFAYR - SBMBRATZ
B2 REAHIEEIE71,123,0008 T ( Z T T NF ¢
33,950,000/ 7T) Al IR Hi4EHE - R=TTtF=A
=+ —ABIEEIES £23,230,000/8 7T (= TZTNEF ¢
12,690,000/ 7T) B R AIELCHIBEE o

HRERTE R E R AEK » S 8RB 5
RFERILIER ©
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10. LOSS ATTRIBUTABLE TO SHAREHOLDERS

11.

12.

Of the Group’s loss attributable to shareholders, a loss of HK$16,899,000 (2006:
HK$13,815,000) has been dealt with in the financial statements of the Company.

DIVIDEND

No dividend has been paid or declared by the Company during the year (2006:
Nil).

LOSS PER SHARE

The calculation of basic loss per share for the year ended 31 March 2007
is based on the loss attributable to equity holders of the Company of
HK$48,468,000 (2006: HK$31,700,000) and 306,167,160 (2006: 306,167,160)
ordinary shares in issue during the year.

No diluted loss per share is presented as the outstanding share options,
convertible notes and convertible preference shares were anti—dilutive.

10.

11.

12.

RREGEE

EREEEAEBEEF 16,899,000/ T ( ZZTZ X
£F 113,815,000 70) BIEN AR BB SR EAERE o

BRI

ARABRAFERGREREREMBR(ZFEREF
) -

SREE

REBEE-_TTLF=-A=+—BLFE BRELXE
BT R A QTR AT B A (L 518 48,468,000 7T
(ZZTZTXF £ 31,700,0008 7T ) K F N B BT E @A
306,167,160 f% (= ZZ /<4 : 306,167,160 %) 5t % °

HRARITEE 2 B - AT RIE R AT AR @ A &
BEYE  MNLEZ25SREEESE -
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13. PROPERTY, PLANT AND EQUIPMENT 13. Y% ~ MENER
Computer Office Furniture Motor
equipment equipment and fixtures vehicle Total
iR E WAERE BAREE "B st
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FTHER FHERT FERT FET FET
The Group AEH
Cost:~ B :
At 1 April 2005 RZETRFMA—H 1,619 1,485 974 185 4,263
Additions B 1,039 182 298 57 1,676
Disposals HE (57) @ - - 61
At 31 March 2006 RZEERF=ZA=+—H 2,601 1,663 1,272 242 5,778
Acquisition of a i — A
subsidiary MEAR 478 8 - - 486
Additions AE 1,014 106 227 - 1,347
Disposals HE - (528) (79) - (607)
Exchange adjustments fE 5 AR 140 18 39 3 200
At 31 March 2007 RZZELF=A=+-H 4,233 1,267 1,459 245 7,204
Aggregate depreciation:— ZEHE -
At 1 April 2005 RZETRFMA—H 1,205 553 227 85 2,070
Charge for the year AEEHE 414 245 216 39 914
Written back on
disposals HERE (57) @ - - 61
At 31 March 2006 RZETRF=A=+—H 1,662 794 443 124 2,923
Acquisition of a i —
subsidiary MEAR 100 1 - - 101
Charge for the year ANEEHE 777 251 266 43 1,337
Written back on
disposals HERER - (248) (35) - (283)
Exchange adjustments fE 5 AR 93 12 18 - 123
At 31 March 2007 R-ZZt&=A=+-A 2,532 810 692 167 4,201
Net book value:- REEE :
At 31 March 2007 R-ZZEE+tE=A=1+—H 1,701 457 767 78 3,003
At 31 March 2006 RZZTRF=ZA=+—H 1,039 869 829 118 2,855
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Net book value:—
At 31 March 2007

At 31 March 2006

13. PROPERTY, PLANT AND EQUIPMENT (Continued) 13. BEEE (88)
Computer Office
equipment equipment Total
ERE WMAERE st
HK$°000 HK$’000 HK$’000
FHER FAET FHER
The Company RAT
Cost:— PR
At 1 April 2005 RZZETRFWPA—H 135 13 148
Disposals HE () - @)
At 31 March 2006 and R-BEXRFE=A=+—H
31 March 2007 kR=—2ZtLF=ZA=+—H 127 13 140
Aggregate depreciation:— ZEHTE -
At 1 April 2005 RZZETRFMNA—AH 132 12 144
Charge for the year REEHE 3 1 4
Written back on disposals ] @®) - )
At 31 March 2006 and R-BEXRE=A=+—H
31 March 2007 kR=—Z2ZLF=A=+—H 127 13 140

BREF(E -
R-2BtF=A=+—H -
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14. INTERESTS IN SUBSIDIARIES 14. PriGKB A S 2 xR
The Company
b N
2007 2006
—BELF ZETX
HK$’000 HK$'000
FHET FAT
Unlisted shares, at cost JE TR - A A 21
Amounts due from subsidiaries FELLPT BB A RIFIA 87,762
Amounts due to subsidiaries JEIF B A RIFRIE (20)
87,763
Provision for impairment loss BB ERE (39,900)
47,863
The amounts due from/(to) subsidiaries are interest-free, unsecured and have no el (FER)MBARIRIBE RS  EIEH LI EET
fixed terms of repayment. B .
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14. INTERESTS IN SUBSIDIARIES (Continued)

14. PGB E LS i (1)

The details of the subsidiaries are as follows:~ WEBARZFBENT -
Place of Nominal value Percentage
incorporation/ of issued of equity
registration and ordinary shares/ attributable to
Name of company operation registered capital the Company Principal activities
AR/ BRITLZER/ NS
ARERE TE A S it B HEfEREE EiEREBEDE FEXH
Direct Indirect
HiE s
Thiz Technology British Virgin Islands US$ 100 100 - Investment holding
Group Holdings REELES 100370 BEER
Limited
Thizlinux Inc. British Virgin Islands US$ 1 - 100 Investment holding
RERIHE 17T REER
Thizbiz Inc. British Virgin Islands US$ 1 - 100 Investment holding
RERRHE 17T REER
Thiz.Com Inc. British Virgin Islands US$200,000 - 100 Investment holding
RBEAHS 200,000 7T REER
Thiz.Com (Hong Kong) Hong Kong HK$10,000 - 100 Investment holding
Limited e 10,0007 7T and provision of
Bes A B 7 4 (B management
BRATA services
REER KR HER
FR7S
PC Media, Inc. United States US$50,000 - 100 Dormant
of America Common stock BEE
ESer 50,000 7T
Bk
Thiz Design Group Hong Kong HK$10,000 - 100 Investment holding
Limited e 10,0008 7C and provision of

management
services

BB RIRHE R
;%73

BB SR B A R A A
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14. INTERESTS IN SUBSIDIARIES (Continued)

Place of
incorporation/
registration and

Nominal value
of issued
ordinary shares/

14. FRIGHIE AT iga (18)

Percentage

of equity

attributable to

Name of company operation registered capital the Company Principal activities
FEfA AL/ BRTLZER/ NG|
ARER R A% S it B HEMEREE EaREBRDL FEXH
Direct Indirect
HiE ik
Thizlinux Laboratory Hong Kong HK$10,000 - 100 Development and
Limited i 10,000 % 7T sales of Linux
B RARIAB R A A based software
products and
provision of
related training
services
785 & $5% Linux
AR RIR
BRAE IR
Thizbiz Global Trade Hong Kong HK$10,000 - 100 Development, sales
Limited L 10,000 % 7T and distribution of
B E SBRAR] Linux based
software and
hardware products
Linux BXRE 1 EE A
Thiz Electronics Hong Kong HK$10,000 - 100 Dormant
Company Limited B 10,0007 7T EmE
BB TR AR AR
The Investment Hong Kong HK$10,000 - 100 Dormant
Exchange Limited B 10,0007 HmER
BEZSBERAT
The Recruitment Hong Kong HK$10,000 - 100 Dormant
Database Limited B 10,0007 HmER
FERILH R AR
Thiz.Com (China) British Virgin Islands US$1 - 100 Dormant
Limited RBEZHE 17T LT
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14. INTERESTS IN SUBSIDIARIES (Continued)

14. PGB E LS i (1)

Place of Nominal value Percentage
incorporation/ of issued of equity
registration and ordinary shares/ attributable to
Name of company operation registered capital the Company Principal activities
AR/ BRITLZER/ NS
ARERE TE A S it B HEfEREE EiEREBEDE FEXH
Direct Indirect
HiE s
Institute of Thiz Hong Kong HK$100,000 - 100 Provision of training
Technology Limited B 100,000 #7T services on Linux
BRI 2Bt AR A F) based software
R4 Linux 80 2
EEEIBRAS
EE%H BB EER Taiwan NT$1,700,000 - 100 Development of
MEFHBRAA ag 1,700,000 %1 & 15 Linux based
ZEH A software products
and sales of
computer and Linux
based products
B Linux B0 B2
N HE R
T Linux E M
Beijing ThizLinux PRC US$250,000 - 100 Development of
Software Co, Limited 2] 250,0003 7T Linux based
3k R RN FIIfE 52 Hr et 4 software products
BRARE FE% Linux BU4HE &
ThizLinux Software PRC US$1,250,000 - 100 Sales of Linux based
(Shenzhen) Company i 1,250,000 37T software and
Limited hardware products

BIRFERfE ORI AR A

and provision of
training services on
Linux based
software

$HEE Linux BUE 14
E &R Linux &
142 53R

BB SR B A R A A

2007 F 3R]



14. INTERESTS IN SUBSIDIARIES (Continued)

Place of Nominal value Percentage
incorporation/ of issued of equity
registration and ordinary shares/ attributable to
Name of company operation registered capital the Company Principal activities
FEfA AL/ BRTLZER/ NG|
ARER R A% S it B HEMEREE EaREBRDL FEXH
Direct Indirect
HiE ik
Beijing Thiz Junye PRC US$150,000 - 100 Development of
Software Co, Ltd i 150,000 7T Linux based
b RBNR AR AR software products
and provision of
training services on
Linux based
software
B3 Linux 8L E @
T4 Linux 0
2 &R
Dalian Thizlinux PRC RMB1,000,000 - 90 Development and
Technology Institute A AR 1,000,000 70 sales of Linux based
Co, Limited software products
R BRIl fE 7 B g i 7938 M4 Linux
HER AR AT RHER
AIE T AR RNEF PRC RMB200,000 - 90 Provision of training
= BRATE IR H AR#200,000 7T services on Linux
based software
A Linux 801
2 &R
BRI FIfE 5 Hr e i PRC US$150,000 - 100 Provision of training
BRAF H 150,000 7T services on Linux
based software
A Linux 801
2 & FIBRH
Thizlinux Software PRC US$150,000 - 100 Development of
(Kunshan) Company i 150,000 27T Linux based
Limited software products
BB FIfE se drgh i
(EW) BRAR FIE Linux BX 4 E 5
P E ¥ Linux 8B 153l PRC RMB400,000 - 90 Provision of training
L3I H AR 400,000 7T services on Linux
based software
A Linux 801
2 &R
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15. PRODUCT DEVELOPMENT COSTS 15. EEGoBIZEAR
HK$’000
FHT
Cost: — PR
At 1 April 2005 RZZEERFMNA—A 16,927
Additions i 11,022
At 31 March 2006 RZZEZRF=A=+—H 27,949
Additions g 12,922
Exchange adjustments [ 5 % 706
At 31 March 2007 R-ZBELF=A=+—H 41,577
Aggregate amortisation: — Efs =l
At 1 April 2005 RZZEERFMNA—AH 3,012
Charge for the year RN 2,341
At 31 March 2006 RZZEZRF=A=+—H 5,353
Charge for the year NEFE 2,417
Exchange adjustments [ 5 = 46
At 31 March 2007 R-BZLE=A=+—H 7,816
Net book value: — ARTEDFE :
At 31 March 2007 R-ZZBtF=A=+—H 33,761
At 31 March 2006 R-BEEXF=ZA=+—H 22,596
16. GOODWILL 16. B
HK$'000
FAT
Cost: — AR
At 31 March 2006 and 31 March 2007 R-BEXE=A=+—H
k=—Z2Z+tF=A=+—H 686
Aggregate impairment : REHRAE
At 31 March 2006 and 31 March 2007 R-BEXE=A=+—H
k=—Z2Z+tF=A=+—H (686)
Net book value: BRTEDFE :
At 31 March 2006 and 31 March 2007 R-BBXRF=ZA=+—H
R=2ZtF=A=+—H -
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17. INVENTORIES

—_—
~N
Rt
\mA
Al

2007 2006
—gRtLE S
HK$’000 HK$000
T T

Linux based software products package Linux X ERES 2,200
Phone cards and product package B RREMESE 209
Software training manuals and materials B I A S e bR 58
Computer hardware and accessories BERE R B 132
2,699
18. TRADE RECEIVABLES 18. [EUKBEIE
The Group’s trading terms with its customers are mainly on a cash-on-delivery REEHREVXZBAFEAER N FERFA
basis, except for major customers, where an average credit period of 30 days is — A FEHI0H ZZEHE -
normally given.
The following is an aged analysis of trade receivable (net of provision) at the REE R EKEEE (BB EE) 2BRBRSTOT -
balance sheet date:—-
2007 2006
i —RTREF
HK$’000 HK$'000
FExT TR
0 - 30 days 0% 30H -
31 -60 days 31£60H 9
61 —90 days 61£290H -
91 -180 days 91£180H 156
181 - 360 days 181 £ 360 H 1
Over 360 days 360 LA k= 51,881
51,906
Less: Provision R (26,350)
25,556
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18.

19.

20.

TRADE RECEIVABLES (Continued)

Included in the above trade receivables is HK$50,700,000 due from Prewell
International Limited (“Prewell”) which exceeded 8% of the market capitalisation
of the Company as at 31 March 2007.

During the year ended 31 March 2007, a further impairment loss of
HK$25,350,000 had been recognised for the amount of HK$50.7 million due
from Prewell. The amount represents arrears in fee from distribution of the
Group’s Linux based software products due from Prewell to a subsidiary of the
Company, TLL, under a software distribution agreement dated 1 February 2002
entered into between TLL, Prewell and Elitgroup Computer Systems.

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

CASH AND BANK BALANCES

At 31 March 2007, included in the Group’s cash and bank balances were
amounts of approximately HK$763,000 (2006: HK$948,000) denominated
in Renminbi (“RMB”) and kept in the PRC. RMB is not freely convertible into
other currencies, however, under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange business.

TRADE PAYABLES

The following is an aged analysis of trade payables at the balance sheet date:—

18.

19.

20.

E:HQBEIE (mE)

BLFE R it 8 U AR 18 /& JE IR Prewell International Limited
(TPrewell]) 50,700,000/ 70 * s ARBBA R AR =
TEHF= A=+ BTBRAEZ8%. °

HEZZTZ+HF=-A=+—HLEFE  EWPrewelZ
50,700,000 JT B # — 2 1 7R R (8 5 18 25,350,000 7%
JC o 1618 ¥ BD BF R 4%~ Prewell X Elitgroup Computer
Systems R =TT =ZF = —HE L 28D

Prewell X AN B2 B A RBIR ZARE D EAER
Linux EfFEmE R 2 KK

EEHER LIRS RIEZ—BEEETIRBE

S WHTI0RZEER  MABBRIEIRE - EIKH
NERERIEIE - Prewell BB EE - HANQF]
BARMEMES  £Z TBU\EL CFERE - BEER
FRESESEF2EMBEAT (EERAIER EWHRAD
RS -

IE@E%R? mDT_

RZETLF=—A=+—8 A£EZRERRTES
FR#763,000870 (ZZZNF 1 948,000/870) AR
TAREDEE  WHERNTE - ARBIAIARNEA
HiEH - Rim - RIFPBINEBT BT REEE - SHE
ENEERRATE  ANEEASREREETINEER
RITHBARE BEAEEE -

MEfTERIA

REERZ ENREZREOTAT -

2007
—EBRLF
HK$°000
FBx

2006
ZETREF
HK$’000
FHT

0 - 30 days 0Z30H

61 - 90 days 61E290H
181 — 360 days 1812360 H
Over 360 days 360 B

129

773

920

BB SR B A R A A
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21.

22.

23.

24.

OTHER PAYABLES, ACCRUALS AND DEPOSITS RECEIVED

During the year, on the maturity date of the convertible notes with principal
amount of HK$10,000,000, the noteholders agreed with the Company to
convert the principal amount of HK$10,000,000 together with accrued interest
thereon of HK$750,000 as short term loans advanced to the Company. The
loans are unsecured, interest bearing at 2.5% per annum and repayable on
demand and included in the above balance sheet heading.

AMOUNTS DUE TO DIRECTORS

(@) The amount due to Mr. Lin Chien Hsin of HK$8,710,000 (2006:
HK$4,307,000) is unsecured, interest bearing at prime rate calculated on a
monthly basis and repayable on demand. Interest charged during the year
amounted to HK$556,000 (2006: HK$309,000).

(o) The amount due to Mr. Wong Hoi Wong of HK$14,000 (2006: HK$2,000)
is unsecured, interest free and repayable on demand.

AMOUNT DUE TO A SPOUSE OF A DIRECTOR

The amount due is unsecured, interest bearing at prime rate calculated on
a monthly basis and repayable on demand. Interest charged during the year
amounted to HK$163,000 (2006: HK$148,000).

TAX PAYABLE

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

The aggregated amount of the tax liabilities due to the IRD together with profits
tax surcharges and interest was approximately HK$7,127,000. Full provision for
the profits tax in dispute and related interest and surcharges has been made in
the financial statements in the prior years. During the year, TLL had agreed with
the IRD to settle the outstanding payment by instaiments. As at 31 March 2007,
the taxes payable after one year had been classified as non-current liabilities in
the financial statements.

21.

22.

23.

24.

Hith[ETFRIA ~ EstRIBRE WL E

TR £ 510,000,000 7T 2 7] 2 A% Z 4 2 B R
B ZEFEAELARQEHTE © #2482 10,000,0007%8 T

HREMH S 750,000 B TR RN TARAR ZEHE
Ko ZEERREER  FEXR25E - WRIRERE

BARFTA LM EBERBRIZE

ETESMIA

(a) FEATAREEFT 5o & 2 FIES, 710,000 L (Z T E X
£ 1 4,807,000/ 7T) « HEER - REEENEG
BURRAEEEHNE) RBREREE - AFECH
FI8. 556,000 7T (ZZZ /N4 : 309,000 7T) °

(o) FENEIIEELEZFIA140008TL(ZTTRF -
2,000/47T) + YRR - RS RARERER o

ETEEBARIA

R Z RBETVERE - meERFRE (2 AEE%ET
B)RFREKEE - AFEEHMFILSE163,00045T(=
TN 1 148,000787T) ©

AR5 18

BRMEFZFREARAR_ZEZTRAFNA =T NHE
T8z A BRARRA Rz —REH Q& B R
EBBBREBRRNEBREARIZ L IERZITE) - HEANE
REBF A806,480,000/8 T * AN EAR-TT —

4/ -FRHR-TEH/CTRAFEEEM
ZRUBBEAEH 2 HIsk -
P BB R 2 B A R R R B B B A7 8

HEH /7,127,000 7 © Fik 2 FIEH LA R S KN

BERUEFEZMBREADBIEL M - FR - A
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25. SHARE CAPITAL

25. RN

Number of shares HK$’000
RHHE FExT
Authorised: — VETE
Ordinary shares of HK$0.01 each RZZTRAFNMA—HAEREEO AT
(the “ordinary shares”) at 1 April 2005 2 Emas ([Empkl) 6,000,000,000 60,000
Increase in authorised capital ANEE R AR 2,000,000,000 20,000
Share consolidation &5 A B (7,200,000,000) -
Ordinary shares of HK$0.1 each at R-BEXRE=A=1+-HBHR=-ZZtH
31 March 2006 and 31 March 2007 =ZA=1+T-HSRHEE1BIZEER 800,000,000 80,000
Non-voting convertible preference shares of R _ZZ R A —BEREE0.01/87T
HK$0.01 each (the “Preference Shares”) ZERERERBRRE LR
at 1 April 2005 (B’ 2,000,000,000 20,000
Increase in authorised capital 1 HNSE E AR AN 2,000,000,000 20,000
Share consolidation &5 (3,600,000,000) -
Non-voting convertible R-BEXE=A=1+—-HEK
preference shares of HK$0.1 each at —EE+F=ZA=1+—H
31 March 2006 and 31 March 2007 BREEBEABIZEREETRRELR 400,000,000 40,000
Issued and fully paid: — BEEITRAR :
Ordinary shares of HK$0.01 each RZZETRFOA—BEKREE
at 1 April 2005 0.01 BTz L@k 3,061,671,600 30,617
Share consolidation R &0 (2,755,504,440) -
Ordinary shares of HK$0.1 each at R-BERE=ZA=1+—HER=-ZBZtHE
31 March 2006 and 31 March 2007 ZA=+-BESREEIBIZEER 306,167,160 30,617
Non-voting convertible preference shares of MR -—ZEZRHFMNH—H
HK$0.01 each at 1 April 2005 GIEEC.01 BT EIR R AR E SR - -
Issued on 26 May 2005 R-EBEZERFRA-TABET 400,000,000 4,000
Issued on 9 December 2005 RZZETRF+-ANBEEETT 3,000,000,000 30,000
Share consolidation fetn & B (3,060,000,000) -
Classify as liabilities and equity components ~ #RIFE B & £ERIFE 325N 1845
under HKAS 32 BERKERSD - (34,000)
Non-voting convertible preference R-ZEEXF=ZA=+—HEK
shares of HK$0.1 each at —EE+F=A=+—H
31 March 2006 and 31 March 2007 BREFE0IBLZEREETRRELR 340,000,000 -

BB SR B A R A A

2007 &)



25. SHARE CAPITAL (Continued])

Note:

@)

The Preference Shares are unlisted and were issued at a total consideration of
HK$35,200,000 (par value of HK$34,000,000). Their rights, privileges and restrictions
are set out below:

Dividend

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

Conversion Rights

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

Conversion Ratio

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

Conversion Restriction

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

Transferability

The Preference Shares are transferable with the prior consent of the board of Directors
and subject to the requirements of the GEM Listing Rules.

Voting rights

Holder(s) of the Preference Shares shall not be entitled to attend or vote at any general
meeting of the Company.

25. BRIN(78)

FfeE

@)

B ey & £ 3 9% 48 (X (B35,200,00078 7T (T E
34,000,000/&7C) 1T » ELAEF] - FFRERRHIOT :
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BB AN RNELR 2 BITERF B X 2 ERIERE
RIEAE -

BIRE

BEITEER 2 RRIFHRE - MRER — BB RA#R
AIEE30ER 5 A E BB (E 2 FIEER BB E LR
#17{B.2200% * ARBHERBIFEAZEA—TTRRTH
NEEBANS— 77 BREGEEBIRA LB o MHIRBERR
TRZHIRATTER - ZEANERTAZHRZREBRY - B
EXETRSN - BRI B ABEERARRHEABIRAY
B o BERBITRHZBEFR - ARREHE(BESB) 8

BRLEER

AR RIS A SR @S R IR AR (R B R/ %
ot a vt 2 BN (REEM) TAIFHRE) -
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FEEEISE AR 2 EPIET A B0 1T EE AR (8 ZET
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25. SHARE CAPITAL (Continued) 25. BRI (£8)
Note: (continued) B EE - (48)
(b)  The Preference Shares recognised in the balance sheet is calculated as follows: b) REEABRAERZEXBRIDIZATHAGE :
HK$'000
FT
Proceeds from issue of the Preference Shares BITESRATIERIA 35,200
Equity component at dates of issue REITAZ KD (6,541)
Liability component on initial recognition at dates of issue BT ?7] SR 2 BEK D 28,659
Interest charged for the year ended 31 March 2006 REE-ZTRF=A=+—HIFEIHZFE 996
Liability component at 31 March 2006 R-ZERE=ZA=+—HBZBEXS 29,655
Interest charged for the year ended 31 March 2007 REBEE-_ZTTLE=ZA=+—BLEEZHFE 2,850
Liability component at 31 March 2007 R-BB+E=ZA=+—-RAZEEKSD 32,505
The interest charged is calculated using the effective interest rate method by applying T B B E IR ITAR B ERDT7.75%%9.5% 7
the effective interest rates of 7.75% and 9.5% to the liability components since the TRRF R IR IR R A E o
Preference Shares were issued.
The fair value of the liability components of the Preference Shares at 31 March EBEBRZBERIN -ZE2L+F=A=1+—RH2Z2AFEIR
2007, determined based on the present value of the estimated future cash outflows BT AKBEALIRGEER 2 —ERS A BRERZE
discounted at the prevailing market rate for an equivalent non-convertible loan at the THMSNRITE 2 REEE - BHEREERS
balance sheet date, approximates the carrying value.
26. SHARE OPTION SCHEME 26. BERRIESt 2|

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

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

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

RE_ZFZTNFNAALABBZEBRER  R_2F
—FERARNERRABRESS (E5E J) ERERD
b - HEERH R AT 2 AR R BT IRBUA
RAIERETRUFBEZREREERN TITER A
RAIBRER BB ORE RN B8 ([t
D

B ERBAER2RBERARRELER - LK
BARNRSERBEE MBENES - URERSFIS
BREENE  NWEBAARZRAEBER - #atE
ZEERZEEOEINASEKREARZES  %E
S(BEARRAREMBARZATRIFNTES) - &
A B RIBA  ABHE - BPRMER -

et —ZENFNAARARFARTF  EEARN
ZRAEMEER2EEZERHBRE
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26. SHARE OPTION SCHEME (Continued)

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

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

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

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

26. BERiEst 8 (1)

RBAR B PAERAF T B 2 B Al P 81T 2%
NREHHE  AETSEBEHRITRM Z10% < REH
BRI ER 12E A BEETEER T AR TEE2E
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26. SHARE OPTION SCHEME (Continued)
No options was granted under the New Scheme. Details of the outstanding
share options granted under the Old Scheme which continue to be exercisable

are as below:—

()  Movements in share options

26. BARIESH 8 (48)

WAARERT AT B BB - BIBETSRHEAR
TR AR R] PITEE AR Z RIS AT

()  FERRREE
Number of options
BREHE
2007 2006
—BE2LF ZETREF

At 1 April RUA—H
Adjustment for share consolidation BRI A O 2 AR
Lapsed B Rk

Options vested as 31 March R=A=t+—BREBZERE

(i)  Terms of unexpired and unexercised share options at balance sheet date

Exercise

price

Date of grant Exercise period per share
RHEH TR HRRE BRITEE

21 November 2001 30 June 2002 to 29 June 2012
e ZRE_FAAZTAE
=t+—R T ZFXA=thA

(i)  No share option was granted during the year (2006: Nil).

(iv)  No share option was lapsed during the year (2006: 1,958,684).

2007 2006
—ETLF ZEERF
Exercise
Number price Number
of options per share of options
BREHE BRITEEE B ESE
HK$
BT
2.66 194,211

21,628,948
(19,376,053)
(1,958,684)

194,211

(i) PNESEE AR W R R TE 2 BE AR Z R

(i) FAWERLBERE(CZZERF :Z) -

(iv) FRBEETEREAS( T/ F  1,958,684) °
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26. SHARE OPTION SCHEME (Continued)

(v)  No share option was exercised during the year (2006: Nil).

Each option gives the holder the right to subscribe for one share of the
Company. Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meeting.

At 31 March 2007, the exercise in full of the outstanding share options
granted under the Old Scheme will result in the issue of an additional
194,211 shares of HK$0.1 each with corresponding proceeds of
approximately HK$517,000.

26. ARS8 (48)
) FREEEERREETE(CEEAT D)
SRMWBRR 15 ABFRBAR BRI ©
BR -
RZFBLFE=A=+—0 WREEHEER
2 WARIT MR R BT - S SRS BT

194,211 R EREBE 1B T2’ + HEEFTSEE
49517,000 87T ©
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27. ACQUISITION OF A SUBSIDIARY 27. IR —REBt B A S
In November 2006, the Group acquired the entire issued capital of 7 %2 % ¥ RZTTRF+—A  AEBWERERHF Linux 28 15
Linux#t & # 3l F Drat a cash consideration of RMB200,000 (equivalent to Az 2BMEETHRA - RERER AR 200,0007T
approximately HK$197,000). This transaction has been accounted for by the (H1% 7 197,000 70) « WER FABE@THEAMR ©
purchase method of accounting.
PR ZENAETRIEESE
The above transaction has been accounted for using acquisition method of
accounting.
2007
—EELF
HK$’000
FHET
Net assets acquired: BEEFEE -
Property, plant and equipment W - RS MR R
Trade receivables & 5 s
Other receivables and prepayments Hh FEMRIE TR AN R
Bank balances and cash RITEFLES
Other payables and accruals FL A SR8 I FE R T RUE
Minority interest DEIR RS
Negative goodwill recognised in the R mEBERZEBEE

income statement

Total consideration wRE
Satisfied by: LATRBNA AT
Cash Re
Net cash outflow arising on acquisition: WRERTE £ 2 R &M S -
Cash paid 2RNRe
Bank balances and cash acquired RITRETRKER
Net outflow of cash and cash equivalents in KRB AR R RReSE
respect of the acquisition of a subsidiary BEEEREFE
The fair value of the net assets acquired approximated the carrying amount at BUEFEE A TEEKE R B REAEES -

the acquisition date.

During the year ended 31 March 2007, 75%8)¥ Linux# & 55 3% Lrcontributed REBE-ZTT+F=-A=+T—HILEFERN BZHF
approximately HK$419,000 to the Group’s revenue and HK$836,000 to the LinuxZ4 & 155l A 0 A 7R 5 B 2 W AT 2R 4)419,0008 7T -
Group’s loss before tax for the period between the date of acquisition and the MAAREBE AN R HELEE ARk 836,000 T2
balance sheet date. BB AT ESIE o
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27. ACQUISITION OF A SUBSIDIARY (Continued)

If the acquisition had been completed on 1 April 20086, total Group revenue for
the year would have been HK$18,546,000, and loss for the year would have
been HK$47,769,000. The proforma information is for illustrative purposes
only and is not necessarily an indication of revenue and results of operations
of the Group that actually would have been achieved had the acquisition been
completed on 1 April 2006, nor is intended to be a projection of future results.

28. RESERVES

(i)  The Group

The special reserve of the Group represents the difference between the
nominal value of the shares of the Company and the nominal value of
the shares of the subsidiaries acquired pursuant to the reorganisation to
rationalise the structure of the Group in preparation for the listing of the
Company’s shares on GEM.

(i)  The Company

27. R E A (78)

HBBER—TTNFOA—ARER  AEERFRZE
WA ¥ 518,546,000 7T 1 4F E 518 81 A 47,769,000
BT o BEERHERESA  WIENBERMBBER
ZETAFMA-BRK  AEEZBARSEEER
BREBER - MARERRRER 2 TR -

28. it
() HRES
REE 2 BRI ERARARNEERREREAD

BN AR EHARIE BB AR R AT
BB AR EE 5 -

(i) RR3

Capital
Share redemption Capital Accumulated
premium reserve reserve losses Total
BRRE EXBEEEE EXRFEE RitE#E st
HK$°000 HK$’000 HK$’000 HK$’000 HK$’000
BT BET T BT T BET T BT T
At 1 April 2005 RZZZRFNA—H
— as originally stated —REZT 24,271 84 - (41,609) (17,254)
— effects of changes in — S ECRES
accounting policies we - - 1,692 (736) 956
— as restated — &7 24,271 84 1,692 (42,345) (16,298)
Issue of convertible BT RGBSR
preference shares - - 6,541 - 6,541
Issue of convertible notes BT MRER - - 1,798 - 1,798
Share issue expenses B&1D 1 TR (750) - - - (750)
Redemption of convertible notes JiE el AT AR B2 4 - - (484) 484 -
Loss for the year AEEERE - - - (13,81%) (13,815)
At 31 March 2006 R-TEERF=A=+—H 23,521 84 9,547 (55,676) (22,524)
Transfer of convertible notes to AR EEE ARG HER - - (1,208) 1,208 -
short term loans
Loss for the year KEEEE - - - (16,899) (16,899)
At 31 March 2007 R=—ZEZtF=A=+—H 23,521 84 8,339 (71,367) (39,423)
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28. RESERVES (Continued)

(i)

The Company (Continued)

The Company had no distributable reserves at 31 March 2007. Under the
Companies Law (Cap. 22 Law 3 of 1961, as consolidated and revised) of
the Cayman Islands, the share premium is distributable to the shareholders
of the Company, provided that immediately following the date on which the
dividends is proposed to be distributed, the Company will be in a position
to pay off its debts as they fall due in the ordinary course of business.

29. CONVERTIBLE NOTES

The convertible notes are unlisted and analysed as below:

Principal value Interest
x& B®
(Note 1)
(Btst1)
HK$10,000,000 2.5% per annum
10,000,000 7% 7T FF25F
Notes:
a. The interests are payable on maturity date or within 14 business days after conversion

of the notes.

They have been adjusted for the rights issue of the Company’s shares on 21 December
2004 and the consolidation of the Company’s shares on 3 October 2005. The notes
are convertible into new ordinary shares of the Company at the said price in the
amounts of not less than HK$500,000 on each conversion.

No early redemption by the Company or the noteholders is allowed prior to the maturity
date.

28. f#fe (7&)
(i) AR ()
R-FTLFZA=+—B  FRRALETHDNR
B - REMSBHBATK(—NA—FBIRAD
$B22% - ERARIEE) - BIEBMEZHIRE A

g ARRREHERAFTEBPIP2ES B
AR EE NS DR T ARBIRR -

29. AR RIR

AR RIE LT - AT

Conversion price Conversion period
BIRE R
(Note 2)
(Hzt2)
HK$0.11 per share 9 December 2005 to

8 December 2008
FR011BT —TETRE+ZANBE

—ETEN\F+ZANR

=
=

o

FEBERFIBASSLRERR 14 HEEAR -

b. ABRERBEER-FENF+_A-+-RAXRRERMHZH
BREAEERR-_ZTRF+A=ZAARBAZRHAHELSH
E o RERAR DAERLBAARBMEBE - SRR
2 & FTMER 500,000 BT ©

c. RIEMBR  ARFARRBEHEATGREED -
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The interest charged for the year is calculated by applying effective interest rates
of 7 per cent and 9 per cent to the liability component for the period since the
notes were issued.

9% Z ERFHFE -

29. CONVERTIBLE NOTES (Continued) 29. OJRRR IR (18)
The net proceeds received from the issue of the convertible notes have been REFTARBRREZMERAFEC D RABEHIMN
split between the liability element and an equity component, representing the fair EaEE D - BB EHRRARE R 2 I EE 2
value of the embedded option to convert the liability into equity of the Group, as DFE T
follows:-:
HK$’000
FT
Liability component at 1 April 2005 RZTZRAFOMA—AZEaEHD 13,490
Issued during the year ended 31March 2006: REEZTEF=-A=1+—HIEFEEET:
— Nominal value of convertible notes issued —BETARRERZHE 10,000
— Equity component at date of issue —REITE 2 =S (1,798)
— Liability component on initial recognition at date of issue —RETEILHERE 2 BEHD 8,202
Interest charged for the year ended 31 March 2006 REE-_ZEE=-A=+—HBILtEEEMHE 1,126
Repayment of principals BELXE (4,000)
Repayment of accrued interest BRI RS (308)
Liability component at 31 March 2006 and 1 April 2006 RZETRF=A=+—H )32
ZETRFMA-H 2 BEH 18,510
Interest charged for the year ended 31 March 2007 REBE=—TTLF=A=1+— El JJ:@J* BEATFE 1,513
Transfer to other payables (Note 21) B E AR E (FfFE21) (10,750)
Liability component at 31 March 2007 R-BZBLF=A=+—HZE8EHS 9,273
Represented by: ol
2007 2006
—EELF ZEER
HK$‘000 HK$‘000
FHET FHT
Convertible notes ABRE 17,957
Accrued interests included in other payables, IR EM FERRRIE © FEETTEE K
accruals and deposits received Bl 2 A FLS 553
18,510

AFEEZFEX M BEITREAREAELD

RR7% &
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29.

30.

CONVERTIBLE NOTES (Continued)

The directors estimate that the fair value of the liability component of the
convertible notes at 31 March 2007 approximates the carrying value. The fair
value has been calculated by discounting the future cash flows at the market
rate.

The Group’s and the Company’s convertible notes were repayable as follows:-

29. O RRIR (48)

BEMFN - ETLF=A=+AIBRRREZEE
Mo AFRAREMERE - ZAFETIRT SR

BARRBRERETNE -

REERARRZ HRRERARIA T HIRMEE

2007 2006
—E22HF —EBERF
HK$000 HK$'000
FET TR

Between 1 and 2 years E—ZEMFZME
Between 2 and 3 years EMEZF2H

OPERATING LEASES ARRANGEMENT

As at 31 March 2007, the Group and the Company had outstanding
commitments under non-cancellable operating leases in respect of land and
buildings, which fall due as follows:-

2007

—ERLF
HK$’000
TERT

Within one year —FR
In the second to fifth years FECEFAF(RIE
inclusive BEMF)

Operating lease payments represent rentals payable by the Group for their office
premises and staff quarters. Leases are negotiated for an average term of one to
five years with fixed monthly rentals.

9,594
8,363

17,957

30. KEMERH

RZZZLF=A=+—0 AEERARFF LMK
BF 2 AR BRELREE W ARBITAE - 2IHBOT :

The Group The Company
AEE QT
2006 2007 2006
ZTTREF —EZTLF —TTREF
HK$'000 HK$’000 HK$'000
FHET FEx FHET

REMEFTREAEENARAREBRAZTYERET
BERN S - BHFHLSB—EZ1F  SAXNE

ERE -

BB SR B A R A A
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31. CONTINGENT LIABILITIES

References are made to the latest announcement on 13 March 20086, in relation
to a claim of service commission of RMB3,000,000, together with the interest
of RMB227,000 by an ex-employee of Beijing Thiz Linux Software Co. Limited
(“BTS”), a subsidiary of the Company in the PRC, against the Company. The ex-
employee has obtained a judgement in his favour in the court of the PRC (the
“Ruling”).

The Company’s legal advisers confirmed that, under the laws of Hong Kong and
the Cayman Islands, there is no statutory mechanism for judgement made by
the Courts in Mainland China to be enforceable either in Hong Kong or Cayman
Islands. The directors of the Company believe that the enforceability of the
judgements against the Company is doubtful and the Group is not liable to the
claim. No provision has been made in these financial statements in respect of
any contingent liabilities arising from this claim.

32. CAPITAL COMMITMENTS

At 31 March 2007, the Group had no material capital commitments (2006: Nil).

33. CONINECTED AND RELATED PARTY TRANSACTIONS

The details of the material related party transactions and balances are as
follows:-

(a) Balances with related parties

They are disclosed in notes 22 and 23 to the financial statements.

(b) Interest charged by related parties

They are disclosed in notes 22 and 23 to the financial statements.

(c) Compensation of key management personnel

The remuneration of directors and other key management during the year
was as follows:-

31. IREE
BIRASEHANR =TT NF=A+=RAFIB 2 H ' @
RARAB R E—REH B AR ZRNEFER T EgGE
RAR([IEREIN]) —EAIEERZRRBEAE ARE
3,000,000 7T R F 8 A R 227,000 7T © 7 BERT #I52
ZRMEERBF ([HED -

AARERERER  REFELAESHEEE  HE
R 2 #1627 B P 3t R B P4 HH O DR AT VBB 3
H2BBHT - ARREFRE  BERSARITNE
B MASEDERRRAME ML ERZRRESE
AR A B BRI ISR AR -

32. BINAIE

RITRLF=RA=+—0 FAEEUEERNE REE

33. AENRBRBEALRS

BEREMBEALR S ZHBRAERET -

(a) BRIBALEH
BREA T2 BRI AT 22 K 23 4R o
(b) BREIEATHEZHR

BREA LI FI S R IR MR 22 R 23 A%

& o
(c) EBEEBASZMS

WIEREFE  EERHAMTIEERE2MENT

Year ended 31 March

2007 2006
i —TBERF
HK$:000 HK$000
FEx TR

pER ik
RIRBH

Short term benefits
Post-employment benefits

2,792
97

2,889
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33.

34.

35.

36.

CONNECTED AND RELATED PARTY TRANSACTIONS
(Continued)

(c) Compensation of key management personnel (Continued)

The directors are of the opinion that balances with related parties and
related interest charged by related parties which also constitute connected
transactions under the GEM Listing Rules were carried out in the normal
course of business of the Group and conducted on terms better than
normal commercial terms.

SIGNIFICANT POST BALANCE SHEET EVENTS

(@ On 1 June 2007, the convertible noteholders converted convertible note
with principal amount of HK$10,000,000 into 90,909,090 new ordinary
shares of the Company. The enlarged issued share capital of the Company
immediately after the above conversion was HK$39,707,625.

(b) In June 2007, written notices had been received by the Company from the
holders of the Company’s convertible preference shares to exercise the
conversion rights to convert the convertible preference shares into ordinary
shares of the Company. Upon completion, 300,000,000 ordinary shares
of the Company will be issued and the enlarged issued share capital of the
Company immediately after the conversion of the convertible notes and
convertible preference shares will be HK$69,707,625.

MAJOR NON-CASH TRANSACTION EVENT

As detailed in note 21, during the year, an amount of HK$10,750,000 being the
principal amount and accrued aggregate interest of the convertible notes were
converted into short terms loans advanced to the Company.

FINANCIAL RISK MANAGEMENT

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

(a) Credit risk

The Group’s principal financial assets are bank balances and cash and
trade and other receivables.

33.

34.

35.

36.

RENBREALRS (18)

(c) EBEEASZEZ (1)

BEEZRR - BEREALZHABRREBEA TR
ZEBASTERAER ETRANT Z2EERS -
TIRAREE —REBBETETRIRER —RE X

R AEFRETAL ©

ERHEHEER

@ R-ZTTLFNA—A ATRREEFEAHS
N & % ¥810,000,000% 70 2 Al AR BRE R A
90,909,090 IR AN A R A% o AN A R B2 Filds
Wtk 2 ISR B B TIR AN A 89,707,625 87T ©

b) RZTZTLFNA AREHEEAREARARES
BRIFAABRL ZE@mMBA - THENRE  SLRE
ERBARATZEBR - RFEE - AR A K
#7300,000,000 AR & @ AR - 1M £ A AT 2 AR = 4% K A]
BB EEREIRE 2 ARRCBACBITRAS
69,707,625 7T °

FTRHRERAER

RITEE21 AFFH - R AB10,750,0007% 7T 2 AT
ERZASRRBEMFSHERBARNRFENZE
BB -

M RIREIR

EARSHEREBRRET AARESRTAMITEZ
IZRARAEERR RBESER  MXEBRLEE
R AREBEBEMBERBRL TREBRZER
BRR - —RME  AEEEERRERE FERIREER
B o AEE Y MEREFTETAREMTAREHE
B MRS S BN A RETITESRMTA -

(a) EERMR

AEEZIESREERRITABLIREURES
K H b FENRIR o

BB SR B A R A A
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36. FINANCIAL RISK MANAGEMENT (Continued)

(a) Credit risk (Continued)

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

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

(b) Liquidity risk

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

(c) Fairvalue and cash flow interest rate risk

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’s convertible preference shares and convertible notes are
subject to fair value interest rate risk as the dividend rates and interest rates
are fixed respectively.

(d) Foreign exchange risk
The Group’s main operations are in the PRC and Taiwan and its income
and expenses are transacted in RMB and NT$ respectively. Accordingly, it
has no significant exposure to foreign exchange risk.

(e) Fair values estimation
The directors consider all financial instruments are carried at amounts not

materially different from their fair values as at 31 March 2007 and at 31
March 2006.

36. M EREIR (1&)

(a)

()

(c)

(d)

(e)

EERR (18)

AEEZEERBRIEREEBKE SRR - A%
ERARBRAERSEFRETFHI0ORECORZE
SASH - RAERBERT 27| 2 2R ER
RERZ il - MBERBBELHEAERGITH
REREZ A BUIE T2 RIEEBIRE R - Al
TEHDBE R -

MRS SRR 5 18 451 AY FE UL Prewell Z 4584351 + AR
EEVESAEFEERR  BRIDHUEREZR
SHFREF -

mEnE R

AEESHERBBREL M BB LR ERRH
BeUmeERBESHER -

NFERIREREMRER

ATEHEEBRIEARTEHEEDHERSRT
B EEEHZEAR - BeRERXAREETS
HERDHERSRIAZ KRB RERDZE
B e

BRI SRR ARG REE - A E A HBRRELR
KA RBE DR RN AT EFRER

HhEERIPR

AEEZ T BEEEBETRERAEETT AKH
ZWERFAXAHINARERTARRZS - Bl -
REE B EERERERIMNERE -

NFEfSs

EEZRA MESRTANKRERE"TTLF=

B=+-BR-FTAF=A=+—AAMERT
Az AFEREZSBIIE -
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37. ACCOUNTING ESTIMATES AND JUDGEMENTS

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

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

The Group makes estimates and assumptions concerning the future. The
resulting accounting estimates will by definition, seldom equal the related actual
results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

Impairment losses for bad and doubtful debts

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

Capitalisation of development costs

Note 3() describes the criteria for capitalisation of development costs.
Considerable degree of judgement is required to determine whether the
capitalized development costs meet the criteria and, in particular, the technical
feasibility of the projects and the economic benefits to be derived upon
completion of the development.

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

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

37.
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Result

Turnover

(Loss)/profit from operations
Finance costs
Share of profit of

a jointly controlled entity

(Loss)/profit before tax
Tax

(Loss)/profit for the year

Attributable to:-
Equity holders of the Company
Minority interests

e (518) 5 F
FEAE— TR FERIE S
EEEN

BRTiAT (E1R), g R

AEE(BR),5F
VAT AL FELS

RARBREREA
DEB R R

2007
—BRtHF
HK$°000
TR

Year ended 31 March
BE=ZRA=1+—HLEE

2006 2005 2004 2003
ZETRE —ETREF —ETmE —ET=F
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
(Restated) (Restated) (Restated)

(& =751) (#=751) (& =751)

8,368 18,333 37,415 64,152
(29,002) (16,327) (13,2593) 7,056
(2,845) (883) (250) (49)

- - - 99
(31,847) (17,210) (13,503) 7,106
- 6,172) - -
(31,847) (23,382) (13,5093) 7,106
(31,700) (23,152) (13,503) 7,106
(147) (230) - -
(31,847) (23,382) (13,503) 7,106
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Assets and liabilities

2007 2006 2005 2004 2003
—BE2LF ZETREF —ETThHEF S s —ET=F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FHERT FET FET FET FET
(Restated) (Restated) (Restated)
(&%) (&%) (&%)
Non-current assets EREEE 25,451 16,108 7,475 4,236
Current assets REEE 43,234 43,756 40,997 36,145
Deduct: e
Current liabilities VinEIN=E 29,489 30,302 9,043 5,906
Net current (liabilities)/assets nE(BE) BAEFE 13,745 13,454 31,954 30,239
Total assets less current wEER
liabilities nBaE 39,196 29,562 39,429 34,475
Non-current liabilities ERBEE (47,612) (18,382 (12,487) (3,545)
Minority interests DER TR — (147) - -
Net (labilities)/assets (B8R, AE%HE (8,416) 16,033 26,942 30,930
Note: F3E -

The comparative income statement and balance sheet for 2005 have been restated following the
adoption of HKAS 1 which affects the presentation of minority interests in the Group’s consolidated
income statement and balance sheet. With effect from 1 January 2005, in accordance with HKAS
1, minority interests at the balance sheet date are presented in the Group’s consolidated balance
sheet within equity, separately from the equity attributable to the equity holders of the Company,
and minority interests in the results of the Group for the period are presented on the face of the
Group’s consolidated income statement as an allocation of the total profit and loss for the period
between minority interests and the equity holders of the Company. The comparative income
statement and balance sheet for 2003 to 2005 have also been restated following the adoption of
HKAS 32 in relation to the accounting treatment of convertible notes and convertible preference
shares set out in note 3(i)(iii).

“EFRFEZHBRERREEABRCNENTLED BB EE
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