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

GEM has been established as a market designed to accommodate companies to which a high investment risk
may be attached. In particular, companies may list on GEM with neither a track record of profitability nor any
obligation to forecast future profitability. Furthermore, there may be risks arising out of the emerging nature
of companies listed on GEM and the business sectors or countries in which the companies operate. Prospective
investors should be aware of the potential risks of investing in such companies and should make decision to
invest only after due and careful consideration. The greater risk profile and other characteristic 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 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 reports in gazetted newspaper.
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 takes no responsibility for the contents of this report, makes no representation as to its accuracy or
completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this report.

This report, for which the directors of Inno-Tech Holdings Limited (the “Directors”) collectively and individually accept full
responsibility, includes particulars given in compliance with the Rules Governing the Listing of Securities on the GEM of the
Stock Exchange for the purpose of giving information with regard to Inno-Tech Holdings Limited. The Directors having made all
reasonable enquiries, confirm that, to the best of their knowledge and belief: (i) the information contained in this report is
accurate and complete in all material respects and not misleading; (ii) there are no other matters the omission of which would
make any statement in this report misleading; and (iii) all opinions expressed in this report have been arrived at after due and
careful consideration and are founded bases and assumption that are fair and reasonable.
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FIVE-YEAR FINANCIAL SUMMARY
LEMBHRE

Turnover HEH

Cost of sales HERA

Gross profit E7

Other revenue HAb A

Research and development MERAERZ
expenses

Marketing and promotion MSEEREE
expenses X

Administrative expenses 1THRX

Profit/(loss) from operations &% FI/ (&518)

Profit/(loss) attributable AR PSR ],
to shareholders (B18)

Dividends P8,

Eamings/(loss) per share BREF, (EE)
— Basic —&EK

Total assets wEE

Total liabilities mas

Shareholders' funds REE®

Non-current assets EMBEE

Current assets MENAE

Current liabilities mEBEE

Non-current liabilities FEnRBaE
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43,236
(26,287)

16,949
1,012

(2,295)
(12211)

(3,116)

Year ended 31 March
BE=R=1t—HLEFE

2006 2005 2004 2003
“TTAF -STEF -TIMFE -TI=F
HK$'000 HK$'000 HK$'000 HK$'000
T FHET FHET T
90,955 78,716 30,440 25,655
(69,669)  (56282) (7,031) (4,278)
21,286 22,434 23,409 21,377
1,108 416 139 115

— (872) (94) (492)
(1,406) (1213) (4.226) (2,957)
(19,615) (8,995) (11,259) (8.205)
1,373 11,770 7,969 9,838
(5,708) 5,661 4,324 7,563
1.8 centsflll  3.38 centsflll

(TR (1.94 centsfil))  2.23 centsll

2007

—EBLE
HK$'000
Fi#

124,968

(60,817)

64,151

71,652
(45,974)

(14,843)

As at 31 March

R=A=+—H
2006 2005 2004 2003
—EEXE —FTRE —FTENE —FTE=F
HK$'000 HK$'000 HK$'000 HK$'000
FAxT FET T T
133,791 140,072 101,616 52,514
(81,218)  (93,740)  (65086)  (21,250)
52,573 46,332 36,530 31,264
46,139 37,398 28,794 16,122
87,652 102,674 72,822 36,392
(66,727)  (80,227)  (51,104)  (19,087)
(14,491)  (13513)  (13,982) (2,163)




CHAIRMAN’S STATEMENT
ERERE

On behalf of the Board of Directors (the “Board”) of Inno-Tech Holdings
Limited (the “Company”), | am pleased to present the report of the
Company and its subsidiaries (together the “Group”) for the financial
year ended 31 March 2007 (the “Year").

Business Review

Over the past year, the domestic sale of i-Panel and Apbus products and
the provision of intranet design for residential communities remained
the core business of the Group. Under the impacts of macroeconomic
controls, the growth of the PRC middle and high-end residential market
slowed down, while at the same time the Group focused on tightening
the credit limits to agents of hardware products, sales of the hardware
business decreased substantially. In order to improve the current operating
conditions, the Group actively diversified on the foundation of its existing
servicing business into other industries. As the intelligent home electronic
application products developed by the Group can be applied to different
industries such as hospitals and hotels etc, we are focusing on these
industries to seek new business opportunities.

This April, the Group issued 351,000,000 new shares at HK$0.168 each
to acquire 56% equity interests of Autoscale, and effectively controls
37.71% of UPMG (the "UPMG") with a total consideration of
HK$59,000,000. UPMG principally provides hospital management or
medical consultation services through co-operation with hospitals or
medical institutions in the PRC and Macau. In October 2002, UPMG set
up the first luxury maternity ward in Shanghai and has entered into co-
operation agreements with eleven hospitals in major cities in the PRC to
set up luxury maternity ward and provide maternity services. The Group
anticipates that the future development of its business will be benefited
from the acquisition.

In addition, the Group raised HK$15,200,000 in aggregate by way of
two new share placing exercises during the financial year to capitalise on
the fund boom in the capital market in order to strengthen its financial
position to meet future challenges.

Despite the challenges faced by the Group during the financial year, the
directors are fully confident of the future, and are currently drawing up a
new blueprint for the future business development of the company. In
the coming year, the Group will diversify its business from the single
core business in the past to achieve a balanced development, while
keeping its existing business of intranet design for residential communities
and sales of integrated products of i-Panel and Apbus. The Group will
also continue the development of the application of the Apbus product
line and extend the use of the products to different industries to enhance
its turnover. The turnover attributable to the hardware business is expected
to decrease in the next year as a result of lower profit margin.
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CHAIRMAN’S STATEMENT & R &

The Group is an established and experienced provider of intelligent home
electronic application services, the brand Apbus was accredited “the Top
10 recommended brand for Intelligent Home Products” (Bl + A X /&
BEEEMES M) in China, which is favourable to the extension of
the electronic application to other industries of the Group. In the new
year, the Group executed a co-operation agreement with China Railway
Investment to invest in, acquire and manage hotels in certain provinces
and cities in the PRC. The Group intends to integrate the intelligent
home electronic application service into the hotels invested and managed
by it to provide brand-new “ Intelligent Hotel” services. It is believed that
this development will improve the Group's operating performance in
the new year.

The Group has been investing in the medical services for women and
children with a view to applying its experiences from its intelligent home
electronic software application and support services to medical industry.
Following the acquisition of Autoscale, the Group believes that the pace
of the Group's growth in the medical industry will be accelerated through
UPMG's expertise in medical services. In the future, the Group will seek
to closely co-operate with UPMG and consider various feasible plans to
set up medical specialty centres in the Mainland. Furthermore, the Group
is also considering to develop into provision of renowned traditional
Chinese pharmaceutical services.

Since China's accession into WTO, the medical service market has been
gradually opening up. According to statistics, the annual production value
of the medical market amounts to RMB480 billion and grows at a rate
of over 10%. The potential of the market growth is enormous. With a
well-developed economy, large population and higher living standard
and the increasing affluence of the people, the demand for medical
service quality in the Yangtze Delta Region is also increasing. With regard
to the medical technology and related services, there is a considerable
gap between the domestic and overseas hospitals. Therefore, the prospect
for foreign investors to invest in the domestic medical market is promising.
The Group wishes to capitalise on this opportunity to utilise its intelligent
electronic software application technology to turn a new page in the
medical industry in the future. The Board believes that there will be a
breakthrough in the business in the coming year.

Lastly, on behalf of the Board, | wish to express my sincere thanks to all
employees for their efforts and contributions over the year, and to all
shareholders and business partners for their unrelenting trust and support
to the Group.

Wong Yuen Yee
Chairman

29 June 2007
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE zmL R

Business Review

For the year ended 31 March 2007, the Group's audited consolidated
turnover amounted to approximately HK$43,236,000 (2006:
HK$90,955,000). Turnover decreased as a result of substantial decrease
in sales of hardware products.

The Group recorded a net loss of approximately HK$3,116,000 for the
year ended 31 March 2007 (2006: HK$5,708,000), representing basic
loss per share of HK0.84 cents (2006: HK1.94 cents).

Prospects

Business Outlook:

Year 2006 marks the continual evolution of the Group's business line
into more diversified business strategies. The core business of the Group
as a software application provider, which is to engage in the provision of
intranet design for residential communities and e-property management
software application consulting services based on the application of the
i-Panel and its integrated hardware and software in the PRC, was the
principal revenue earner in 2006. The core business provided the Group
with stable income which will continue to grow steadily. The core business
of the Group not only acts as the principal income stream for the Group
but also operates in line with the Group's strategy to develop in the
medical-related and hotel-related businesses. The core business of the
Group provides valuable synergies that would not exist as stand-alone
businesses.

Medical-related business:

Total health expenditure in China in 2003 amounted to approximately
RMB658.4 billion, which was approximately 5.62% of GDP, or
approximately RMB510 per capita. The average annual increase of total
health expenditure in China was RMB12.09 billion from 1978 to 2003
while the annual rate of GDP increase was approximately 9.38% for the
same period. The increase in health expenditure was at somewhat faster
pace than that of the national economy in general, which reveals a similar
experience to many countries in the world. In fact, the expenditure on
health in China, like economic growth, is increasing, albeit at a faster
pace. In China, there are ill-balance in service quality and hospital
management between government and private service providers. Recent
Urban Medical System Reforms in China and market driven mechanism
lead to lucrative profit opportunity to invest into China medical industry.
In 2003, there were 146,000 for-profit hospitals with a growth rate of
49% in the number in 2004. As such, Group anticipates huge growth
potential in medical-related business in China and intends to expand
into areas such as hospital managements services, medical healthcare
products market and medical project investment in China.
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MANAGEMENT DISCUSSION AND ANALYSIS &3 & Z i it & 5 4

Since 2006, the Group has adopted a dual strategy for business
development, to widen its income base and to strengthen its original
business while at the same time seek opportunities to expand into women
and child medical service and to the medical industry for provision of
electron medical software application and support services. In April 2007,
the Group acquired 56% of Autoscale, and effectively controls 37.71%
of UPMG Group which the management are confident for its exclusive
experiences in the healthcare business in China, particularly, in the
management of hospitals which caters specially for women and children.
In this regard, the business plan for the Group’s current business in the
long run involves continued expansion of the Group's core business,
which is the application of information technology in real estate/
household in China. Moreover, the Group will take advantage of existing
products, technology and experience to expand the market in applying
information technology to hospitals and hotels in China. The Directors
believed that the UPMG Group has over the years built up a network of
business contacts with authorities as well as medical institutions in China
and the United States of America, which will assist the Group in
furtherance of its existing business as well as expansion into healthcare
and medical services.

Hotel-related business:

It was definitely put forward in China's 11th Five-Year Plan to actively
develop culture and tourism industries in areas with huge demand
potential. Meanwhile, China National Tourism Administration also clarified
the program to comprehensively develop domestic tourism, boost
inbound tourism and regulate the outbound tourism according to the
11th Five-Year Plan so as to realize the goals of inbound overnight tourists
of 68.8 million and domestic tourists of 1.78 billion with a total tourism
income of USD156.5 billion in 2006. According to the forecast of World
Travel & Tourism Council, China tourism industry will keep an average
annual growth rate of 10.4% in the coming ten years, among which
individual and enterprise/government tourism consumption will increase
by 9.8% and 10.9% respectively.

The rapid growth of tourism industry led to increasing prosperity of hotel
industries, especially after SARS of 2003. At year-end of 2005, of the
11,828 two-stars and above hotels registered by the China National
Tourism Bureau, 5,528 were owned by the government or government-
controlled corporations, 949 were owned by large private corporations,
256 were owned by foreign private investors, 314 were owned by
investors from Hong Kong or Macau, and the remainder were categorized
as small, privately owned hotels. China is the No. 4 tourist destination in
terms of the total number of tourists in the world, and according to
World Tourism Organization projections, by 2020 China will be the No. 1
tourist destination, with more than 130 millions foreign travelers coming
to visit. Also, the domestic tourism market is growing at a phenomenal
rate of more than 12% annually.
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MANAGEMENT DISCUSSION AND ANALYSISE 32 [ Z i it &k 5 #7

The Management foresees an optimistic outlook for hotel investment in
China in view of the demand for hotels both by domestic and foreign
travelers. Besides, The upcoming international events, such as the 2008
Beijing Olympics and the 2010 World Expo in Shanghai, will certainly
add more reasons for a brighter hotel market both for investors and
operators.

The Company will actively and carefully continue to seek appropriate
business partners for expansion into the hotel industry. Directors believe
that, by combining the ApBus products of the Group with tailor-made
electronic software application solutions, the Group will be able to expand
into the hotel management industry. Through some target strategic
partners and the business network of UPMG Group, the Directors consider
that we can make prudent entry point to the hotel management industry
in China which in due course could generate a significant growth of
electron software solutions and ApBus products sales income to the
Group.

Financial Review

Liquidity and Financial Resources

The Group is financially healthy in terms of its liquidity and net debt
position. As at 31 March 2007, the net current assets of the Group were
at a healthy level of approximately HK$31,678,000 (2006:
HK$20,925,000). Out of the current assets as at 31 March 2007,
approximately HK$15,121,000 (2006: HK$25,845,000) were cash and
bank balances. The current ratio of the Group as at 31 March 2007 and
31 March 2006 were 168% and 13 1% respectively. The Group's liquidity
position is considered satisfactory in maintaining its daily business
operation. As at 31 March 2007, bank overdrafts and short term bank
borrowings and convertible notes in aggregate amounted to approximately
HK$26,068,000 (2006: HK$49,850,000). Net debt (i.e. total bank
borrowings and convertible notes less cash and cash equivalent and
pledged deposits) as at 31 March 2007 was approximately
HK$10,947,000 (2006: HK$24,005,000) and accordingly net debt
gearing ratio (i.e. net debt/net assets) as at 31 March 2007 and 31 March
2006 were 17.1% and 45.7% respectively showing a relatively low level
of debt financing from financial institutions.
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Capital Structure

The Company placed 28,000,000 Shares and 67,000,000 Shares in
September 2006 and December 2006 respectively to independent third
parties. Gross proceeds of HK$4,480,000 and HK$10,720,000
respectively were raised for general working capital purpose.

Foreign Currency Risk

During the year ended 31 March 2007, the majority of the Group's
income and expenses was denominated in Hong Kong dollar while an
insignificant portion of expenses was denominated in Renminbi or United
States dollar.

Up to 31 March 2007, there were no borrowings denominated in foreign
currency. The management of the Company is of the opinion that the
Group has insignificant exposure to interest rate risk and foreign exchange
risk. As a result, the Group had not used any financial instruments for
hedging against fluctuation in interest rate nor foreign currencies for the
year ended 31 March 2007.

Charges on Group’s Assets

Bank deposits of approximately HK$ 13,000,000 (2006: HK$25,000,000)
as at 31 March 2007 have been pledged against banking facilities granted
to the Group.

Contingent Liabilities
Details of contingent liabilities of the Group are set out in note 36 to the
financial statements.

Material Acquisitions and Disposals during the
Year and Future Plans for Material Investments
Save as disclosed in the circular to the shareholders in relation to
acquisition of an interest in Autoscale Resources Limited which constituted
a major and connected transaction of the Group under the GEM Listing
Rules issued on 26 March 2007, there were no material acquisitions
and disposals of investments by the Group during the year ended 31
March 2007. The Group will continue to look for possibilities of forming
alliances or any investment opportunities with strategic partners.
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MANAGEMENT DISCUSSION AND ANALYSISE 32 [ Z i it &k 5 #7

Employees

The number of employees (including Directors) was 14 as at 31 March
2007 (2006: 14), and the total remuneration for the year ended
31 March 2007 was approximately HK$7,015,000 (2006:
HK$10,167,000). Other benefits provided by the Group to the employees
include medical insurance coverage and share options.

Dividend

The Directors do not recommend the payment of a final dividend for the
year ended 31 March 2007 (2006: Nil) and no interim dividend was
paid during the year (2006: Nil).

==
R-EELF=A=+—H2Z2REREAR(BEESR) A
148 (ZZT R F:148) MEBE=TTLF=A=1
—BIEFEZME4REEL A7,015000%8 T (ZEE X
£:10,167,00047T) - AN @ A{E B IR 2 i EFR &
FTRER R N AR A -

3=\
EEVTEBRNBE_TTLE-A=1t—"HLF
B2 RS (ZFTNE &) MARR I ERAF
BERNEMTRERE (ZETRE &) -

INNO-TECH HOLDINGS LIMITED E Al 2 R 5 R 2 7 ] ]



DIRECTORS AND SENIOR MANAGEMENT PROFILE
EEREBREEABZERE

Directors

Ms. Wong Yuen Yee, aged 45 MBA, BSoSc (Hon) HKU

Chairman and Executive Director

Ms. Wong Yuen Yee, aged 45, is one of the founders of the Group. Ms.
Wong is the chairman and an executive director of the Group. Ms. Wong
is the sister of Mr. Wong Kwok Sing, who is the chief operation officer
and executive director. Ms. Wong is responsible for formulating and
monitoring the Group's overall strategic plan and development. Ms. Wong
graduated from The University of Hong Kong with a bachelor degree of
social sciences in 1984 and a master degree in business administration
in 1993. Ms. Wong has over 17 years of experience in property
development and management in both the PRC and Hong Kong. She
worked as a general manager in Plotio Holdings Limited for the period
from 1985 to 1991. She was the executive director and board consultant
of Soundwill Holdings Limited in Hong Kong for the periods from 1993
to 1997 and from 1997 to 1998 respectively. She was appointed as the
director of Land First Holdings Limited for the period from 1998 to 1999.

Mr. Wong Yao Wing, Robert, aged 49 v8A HKU

Deputy Chairman, Executive Director and Compliance Officer
Mr. Wong Yao Wing, Robert, aged 49, is the deputy chairman and an
executive director of the Group. Mr. Wong is also the compliance officer
of the Company. He is responsible for the Group's corporate management
and strategic planning for the Group's overall business. Mr. Wong
graduated from The University of Hong Kong with a master degree in
business administration in 1993. He has over 25 years of experience in
the field of information technology and 8 years of experience in lecturing
at The Hong Kong Polytechnic University, and has also been working in
commercial sectors for over 12 years as senior management. He also
has ample knowledge of software development and project management
in various industries and has acquired substantial business and technical
knowledge in telecommunication, Internet, e-commerce and networking.
Prior to joining the Group, Mr. Wong was the president of HealthAnswers
Asia Pte Ltd., and the founder and managing director of Expert System
Co., Ltd. and Expert System Solution Ltd. Mr. Wong joined the Group in
January 2001. In 2005, he was awarded the “Chief Executive's
Commendation for Community Service”. Currently, Mr. Wong is also the
Chief Executive Officer of United Premier Medical Group (UPMG).
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DIRECTORS AND SENIOR MANAGEMENT PROFILEES R SR EEABZEE

Mr. Wong Kwok Sing, aged 43

Executive Director, Chief Executive Officer and Chief Operation
Officer

Mr. Wong Kwok Sing, aged 43, is one of the founders of the Group. Mr.
Wong is the chief operation officer and an executive director of the Group.
Mr. Wong is responsible for the Group's daily operation and customer
services, and sale and marketing activities for promoting the Group’s
products and services. Mr. Wong graduated from Shue Yan University
(formerly known as Shue Yan College) with a higher diploma in business
administration in 1986. Mr. Wong has about 20 years of experience in
the IT industry and extensive experience in marketing, research and
business development in the Asia Pacific Region and Eastern Europe.
Prior to joining the Group, Mr. Wong was the executive officer of Bell
Technology Ltd. with principal duties relating to system design, computer
networking, Internet services and computer products trading for the period
from 1989 to 1998. In addition, he played a major role in business
development, particularly in the PRC market, whilst working with Bell
Technology Ltd., Mr. Wong was one of the founders of the portal
"www.b66.com” in 1996. Mr. Wong is the brother of Ms. Wong Yuen
Yee, who is the chairman and an executive director.

Mr. Lam Shiu San, aged 34

Executive Director and Chief Technology Officer

Mr. Lam Shiu San, aged 34, is the chief technology officer and an executive
Director of the Group. He is responsible for monitoring the hardware
and software development of the Group. He is also in charge of all the
technical issue of the Group's projects. Prior to joining the Group, Mr.
Lam was the technical director of NetTrend Computer for the period
from 1997 to 2000 and was the technical manager of Bell Technology
Limited for the period from 1993 to 1997. He has approximately 14
years of experience in software development, network infrastructure
design, system administration and portal site development. He was also
one of the founders of the portal “www.b66.com”. Mr. Lam holds a
Certificate of Computer and Communication Engineering and a Microsoft
Certificated Professional + Internet and is a Microsoft Certificated Systems
Engineer. Mr. Lam joined the Group in July 2000.
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Independent Non-Executive Director

Mr. Wong Tak Leung, Charles, aged 57 B5c HKU

Independent Non-Executive Director and Audit Committee
Member

Mr. Wong Tak Leung, Charles, aged 57, is an independent non-executive
director of the Group. Mr. Wong graduated from The University of Hong
Kong in 1972 with a Bachelor of Science degree and became a solicitor
of the Supreme Court of Hong Kong in 1976, a solicitor of the Supreme
Court of England & Wales in 1978, barrister & solicitor of the Supreme
Court of Victoria, Australia in 1983, a notary public since 1987, advocate
and solicitor of the Supreme Court of Republic of Singapore in 1990.
Mr. Wong is currently a partner of Messrs. Lo, Wong & Tsui, Solicitors. Mr.
Wong has served as a Temporary Deputy Registrar of the High Court and
he is also an Assistant Chief Commissioner of the Scout Association of
Hong Kong. He was appointed as an independent non-executive director
in February 2004.

Mr. Lai Ying Sum, aged 44 MBA Edin,, MSc CUHK, LLB Lond.

Independent Non-Executive Director and Audit Committee
Member

Mr. Lai Ying Sum, aged 44, was appointed as an independent non-
executive director and a member of the Audit Committee of the Company
on 3 March 2006. Mr. Lai is the proprietor of Sam Lai & Co., a CPA firm
in Central. Mr. Lai was admitted as member and fellow member of the
Association of Chartered Certified Accountants in 1994 and 1999
respectively. He has over 16 years of experience in auditing and serving
as an advisor of different companies. Mr. Lai holds two master degrees,
an MBA degree from the University of Edinburgh and a Master of Science
Degree in Business Economics from the Chinese University of Hong
Kong. Mr. Lai also holds a Bachelor Degree of Laws from the University
of London and is a member of the Taxation Institute of Hong Kong.
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Mr. Cheng King Hung, aged 51

Independent Non-Executive Director and Audit Committee
Member

Mr. Cheng King Hung, aged 51, was appointed as an independent non-
executive director and a member of the Audit Committee of the Company
on 16 May 2007. Mr. Cheng graduated from the Southern lllinois
University at Carbondale, United States of America with a Bachelor of
Science in Special Major: Film-Television Communication in 1980. Mr.
Cheng obtained the degree of Master of Philosophy in Communication
from the Chinese University of Hong Kong in 1986 and the degree of
Doctor of Philosophy from the Research Institute in Chinese Literature
and History, Hong Kong Chu Hai College in 1991. Mr. Cheng has worked
as a copywriter with the Television and Broadcasting Limited from 1980
to 1981. Between 1981 and 1990, Mr. Cheng was an information officer
with the Government Information Services. Mr. Cheng left the civil service
in 1990 to join the Kowloon-Canton Railway Corporation as a community
relations manager until 1992. Mr. Cheng was Head of News & Media
Section of Hong Kong University of Science and Technology between
1992 to 2000. Mr. Cheng has been a school manager of YLPMS Tang
Siu Tong Secondary School since 2005 and is currently the chairman of
Writers Fellowship and executive committee member of Group 26
(environmental industries) of the Federation of Hong Kong Industries.

Senior Management

Ms. Wong Yuen Man, Alice, aged 47 BSc

Director of Human Resources and Communications

Ms. Wong Yuen Man, Alice, aged 41, is the director of human resources
and business development of the Group. Ms. Wong is the sister of Ms.
Wong Yuen Yee, who is the chairman and an executive director. Ms.
Wong is responsible for human resources, administration and business
development. Ms. Wong graduated from Indiana State University in
Indiana, US with a bachelor degree in public relations. She has
approximately 12 years of experience in the field of communications
and human resources. Ms. Wong has worked for 9 years with American
Consulate General in Hong Kong and has handled the visit of US Secretary
of State and President Clinton in 1997 and 1998 respectively. Prior to
joining the Group, she worked for Adler Planetarium in Chicago, US. Ms.
Wong joined the Group in September 2000.

Mr. Li Kar Fai, Peter, aged 42 CPA

Company Secretary

Mr. Li Kar Fai, Peter, aged 42, was appointed as Company Secretary and
Qualified Accountant of the Group. Mr. Li is responsible for group
accounting and corporate finance of the Group. Mr. Li graduated from
City University of Hong Kong with a bachelor degree in accountancy. He
is a member of the Hong Kong Institute of Certified Public Accountants.
Prior to joining the Group, he worked for an international accounting
and audit firm, for 8 years and a Hong Kong listed company as a financial
controller and company secretary for 4 years.

INNO-TECH HOLDINGS LIMITED E Al 2 R 5 R 2 7

SR LE 515
BUFHITEESREXZEENE

BEREL SR R _EZLFAATRNBERER
AARBUIFMTESTREZZEGN R -BRER—
NNZFEEBE Carbondale B R AFE ML KB R &
BE+2M - KHRETEEXEREE - BRER AN
NEEBBTXASPEERETSRLBM HRRN—
NN—FEFEREERTBEXLHAEMRR LG EE
TR C-BEERN-—NN\ZEE- NN —FHESHRER
BRARERERE -BEEN—NN\—E-NNTHF
A ERBAAEEREIE IR - ANATEFRHER
B MANEERARLELEREEREE 2—h=
F-BAEER—NN_E_TTTFHATERHIARE
HERERATE - BLER —_TTAFEREETHAA
VHERREHIEFTERE BRIAREABRRIE
MEBIXBEE26/E GRRIX) MITEEGKE-

SREBEAR

BEWE Lt 415 Bsc

ANERREMEE

BREZ T 45 AEBANERREBRELEE -5
ZEDERRATESEMR LT 2 Bk-ELTBE
ANBR TR REBHAE - ELTRERNERDELR
BN Indiana State University » 58X HEFREB L E(T R
EARANBERTEREEN T _FER-REREEE
ERBEEREEBNE GHRRE-ANEER—N
NN\FEEBBE R MBRFHASETEMARE
Bl BEBRNERZ MIFNEHRCE(Adler
Planetarium) - ®X TR - ETTHE N B INBEARER-

ZEBEE 255 CPA

ARNE

TEBAE R EETAREBZARAMERAE
BEHR - LA AL SEST ROERMES
BT ERENEERMAR BESFHEE L B0
BAESSHMATEE -NINEAEER HER—
REB G MZEA R TIENE TR—RESLETA
AIEET FAE R AR MENF-

15



REPORT OF THE DIRECTORS
EEgHRE

The Directors are pleased to submit their report together with the audited
financial statements of the Company and its subsidiaries (the “Group”)
for the year ended 31 March 2007.

Principal Activities
The Company is an investment holding company. The principal activities
of the subsidiaries are set out in note 16 to the financial statements.

There were no significant changes in the nature of the Company's principal
activities during the year.

Results and Dividends
The results of the Group for the year ended 31 March 2007 are set out
on page 35 of this annual report.

The Directors do not recommend the payment of a final dividend in
respect of the year ended 31 March 2007. No interim dividend has
been paid by the Company during the year.

Fixed Assets
Details of movements in fixed assets of the Group are set out in note 13
to the financial statements.

Share Capital
Details of movements in the share capital of the Company are set out in
note 32 to the financial statements.

Reserves
Details of movements in the reserves of the Group and the Company
are set out in note 34 to the financial statements.

Connected Transactions

Related party transactions entered into by the Group during the year
ended 31 March 2007, which do not constitute connected transactions
for the Company under the GEM Listing Rules, are disclosed in note 37
to the financial statements.
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Directors
The Directors during the year and up to the date of this report were:

Executive Directors:
Ms. Wong Yuen Yee

Mr. Wong Yao Wing, Robert
Mr. Wong Kwok Sing

Mr. Lam Shiu San

Independent non-executive Directors:

Mr. Wong Tak Leung, Charles (appointed on 9 February 2004)
Mr. Lai Ying Sum (appointed on 3 March 2006)

Ms. Ho Chui Yin, Liwina (resigned on 16 May 2007)

Mr. Cheng King Hung (appointed on 16 May 2007)

In accordance with Bye-laws 86 and 87 of the Company’s Bye-laws, Mr.
Cheng King Hung will hold office until the forthcoming annual general
meeting; Mr. Wong Kwok Sing and Mr. Wong Tak Leung, Charles will
retire at the forthcoming annual general meeting and being eligible, will
offer themselves for re-election.

Directors’ Service Contracts

Each of Ms. Wong Yuen Yee, Mr. Wong Kwok Sing, Mr. Lam Shiu San and
Mr. Wong Yao Wing, Robert, all of whom are executive Directors, has
entered into a service contract with the Company. Each service contract
is two years duration commencing on 1 April 2002 and shall continue
thereafter until terminated by either party giving to the other not less
than three months' prior written notice expiring not earlier than the date
of expiry of the said initial fixed term of two years. As at the Latest
Practicable Date, none of these service contracts have been terminated
by either party.

No service contract has been entered into between the Company and
the independent non-executive Directors. However, the Board has
approved the statutory compensation of the independent non-executive
directors on 31 March 2007 and payable on or before 30 June 2007.

Save as disclosed, none of the Directors has entered into any service
agreements with any member of the Group.
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REPORT OF THE DIRECTORSEE & i &

Directors’ Emoluments
Details of the Directors’ emoluments are set out in note 10 to the financial
statements.

Effective from 1 July 2007, each of Ms. Wong Yuen Yee, Mr. Wong Kwok
Sing and Mr. Wong Yao Wing, Robert will be entitled to an annual salary
of HK$2,400,000 with a monthly housing allowance of HK$50,000 and
Mr. Lam Shiu San will be entitled to an annual salary of HK$1,200,000
with a monthly housing allowance of HK$20,000. The emoluments are
determined by the Board and the remuneration committee of the
Company with reference to the Company's performance and profitability,
remuneration benchmark in the industry and the prevailing market and
the increased responsibilities of each of them after the diversification of
the business lines of the Group and the acquisition of the controlling
stake in UPMG.

Directors and Senior Management Profile
Biographical details of the Directors and senior management of the Group
are set out on pages 12 to 15 of this annual report.

Emoluments of Directors and the Five Highest
Paid Individuals

Details of the Directors’ emoluments and of the five highest paid
individuals in the Group are set out in note 10 to the financial statements.

Directors’ Interests in Contracts of Significance

No contract of significance, to which the Company or any of its subsidiaries
was a party and in which a Director had a material interest, subsisted at
the end of the year or at any time during the year.

Confirmation of Independence of Independent
Non-executive Directors

The Company has received from each of Mr. Wong Tak Leung, Charles,
Mr. Cheng King Hung and Mr. Lai Ying Sum an annual confirmation of
his/her independence pursuant to Rule 5.09 of the GEM Listing Rules
and the Company still considers the independent non-executive Directors
to be independent.
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Share Option Scheme ME IR &l
(i) Pre-1PO Share Option Scheme (i) BRAHERABRESTS
The Company's pre-IPO share option scheme (“Pre-IPO Share BEARRAR_ZEZ_F+ARBEMAZERR
Option Scheme") was adopted on 5 July 2002, the principal terms FERATERE S ([ &R AR ERATIERERT
of which were set out in the prospectus of the Company dated 30 2 FEFRFER_ZEZT_FLA=+THATREZ
July 2002 (the “Prospectus”) and there were 24,000,000 share ARARERER ([ERER])) - AARRARA
options granted to the grantees. Up to 31 March 2007, no options #1H24,000,0000 ERE-BE—ZT+F=A
under the Pre-IPO Share Option Scheme have been exercised and =+—BARIE BEERARERAERESZ
1,680,000 share options have been cancelled and non-exercised. T BRI IETT(E - WA 1,680,000 BE AR A& =+
The remaining 22,320,000 share options under the Pre-IPO Share ST ARBITEE - BIR AR E AT BB BT 8 2 #4
Option Scheme will lapse on 4 July 2012. Details of which were as 22,320,000 BARE N —T——F+ AMA
follows: KB BRAFBWT:
Number of share options
BREHA
Outstanding
Outstanding as at
as at 31 March Exercise
1 April 2006 Granted Exercised Lapsed 2007 price
Dateof M-BEXE during during during R-ZTBLE per share
grant A-H the year the year theyear =A=+-H Option period =1
BHAH AT ERR ERTE EREN HARTRE BRESR i@
Directors 5 July 2002 9,600,000 - - - 9,600,000 5 July 2002 to HK$0.28
B2 “EE-FtATA 4 July 2012 02877t
B-ZZ-4tRRAZE
£+ AmA
Employees 5July2002 12,720,000 - - - 12,720,000 5 July 2002 to HK$0.28
B8 “EE-FtATA 4 July 2012 0.2877T
B-ZZ-4tRRAZE
£+ AmA
Total
st 22,320,000 = = - 22,520,000
Details of the Pre-IPO share options granted to certain Directors RYPETESF 2 BERARERATERIE Z 5
are stated in page 89 of this annual report. RARFIHREBIA -

INNO-TECH HOLDINGS LIMITED E Al 2 R 5 R 2 7 ] 9
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Share Option Scheme (continued)

(ii) Post-IPO Share Option Scheme
Pursuant to a written resolution passed by the sole shareholder of
the Company on 5 July 2002, the Company conditionally adopted
the share option scheme, the principal terms of which are set out
in the section head “Share Option Schemes” on Appendix IV to the
Prospectus (“Post-IPO Share Option Scheme”). Up to 31 March
2007, there were 52,385,000 share options granted to the grantees
and 18,725,000 shares options under the Post-IPO Share Option
Scheme have been exercised and no options has been cancelled.
The remaining 16,660,000 share options and 17,000,000 share
options under the Post-IPO Share Option Scheme will lapse on 5
January 2014 and 19 September 2015 respectively. Details of which
were as follows:

FBRAESE w
(i) EXRAMEREBRESE

BEARNTHE—RER-_SEE_E+ AT BEE6
ZEERERR AR BIEGRNERER S
(TERAAEREERETS]) EEZERH
RERERZHTERT (BT —fi-BEZT
Z+FE=ZA=1+—HALL ARAETERA
52,385,00017 B A& #E N /5 18,725,00015 & /X A B
ERE BRI EIET 2 EARERTE WEE
T B A AR EREERETEZHT
16,660,00017 B %4 K2 17,000,00017 B A AE#S 75
AR —_ZE—mNE-—ARAR-_E—RFENLATAI
A BB T:

Number of share options
BREHA

Outstanding

Outstanding as at
as at 31 March Exercise
1 April 2006 Granted Exercised Lapsed 2007 price
Dateof RW-BEXF during during during R-ZBLE per share
grant mA—-A the year the year theyear =A=t-H Option period sh
RHEH WA ERR ERTE EREX WARTE BRESR fIfE
Directors 6 January 2004 9,514,000 - - - 9,514,000 6 January 2004 to HK$0.22
% ZTTME-A5A 5lanuary 2014 0227t

20 September 2005 11,600,000 = =
ZEERENACHA

Employees 6 January 2004 7,146,000 - -
] “REME-ARE

20 September 2005 5,400,000 = =
ZERRENACTH

B-SENF—R A%
“T-ME-ARA

11,600,000 20 September 2005t0  HK$0.114

19 September 2015 0.114%7T
BEZETRENATHE
“E-RFAATAR

7,146,000 6 January 2004 to HK$0.22
5 January 2014 0.22%7T
B-FEME-ARAZE
—“E-ME-ARA

5,400,000 20 September 2005t0 ~ HK$0.114

19 September 2015 0.114% 7T
BZETRENAZTHE
ZE-1FNATNA

Total
it 33,660,000 - -

33,660,000

Details of the Post-IPO share options granted to certain Directors
are stated in pages 90 to 91 of this annual report.
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Interests of the Directors or Chief Executives in
the Share Capital of the Company and its
Associated Corporations

As at 31 March 2007, the interests or short position of the Directors in
the Shares, underlying Shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the Securities
and Future Ordinance (“SFO")) which are required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV and Section 347 of the SFO (including interests or short positions
which is taken or deemed to have taken under such provisions of the
SFO); or are required, pursuant to Section 352 of the SFO, to be entered
in the register referred to therein; or as required, pursuant to Rules 5.40
to 5.58 of the GEM Listing Rules relating to securities transactions by
directors to be notified to the Company and the Stock Exchange are as
follows:

(a) Interests in the Company

REPORT OF THE DIRECTORSEE & i &

EERTHRARRA QAR EMEEEE
IR 2 B2

N-TTLE=A=+—H1 EENEQ A R a5
EE (ERRBHFRAEKA ([FHRAEKI]) %
XVEB) 2 Bt  FERARR (D R &S+ A RIBE AR BHE
1&BIZEXVEBE T R B8N B R EIATIRAME AR RE K
R P2 i m A R (BIEESRIRES KBS 2
ZERTEMPARERE BB 2 EmAR) SR
FH R EIEGHE 35216 E H o AZ &G Fris & et it
ZREEBOK A IR E AR B AR ETRAIE5.405
%5 58{'mﬁﬁ§§$iﬁﬁ BEAERBZHEEMABMNEARA
T R BABIAT

(@) RARTEzEDS

Number of ordinary shares held

g EREE
Percentage
of the
Company’s
issued
share capital
Personal Family  Corporate Other  Aggregate RN
Name of Director Interests Interests Interests Interests Interests B RATRA
Exng BAEE RikER NRER HirgEs BER ZBEDH
Ms. Wong Yuen Yee (note 1)
B L (i) = - 97,362,000 - 97362,000 22.64%
Mr. Wong Kwok Sing (note 1)
BEEEE (1) = - 97,362,000 - 97362,000 22.64%
Mr. Wong Yao Wing, Robert (note 1)
BIRAE (Hat1) = - 97,362,000 - 97362,000 22.64%
Mr. Lam Shiu San (note 1)
MIRESE A (Bizt1) = - 97,362,000 - 97362,000 22.64%
Notes: Kt

1. The 97,362,000 Shares are held by Multiturn Trading Limited, which
is beneficially owned as to 31.219%, 30.9%, 30.9% and 6.99% by
Ms. Wong Yuen Yee, Mr. Wong Kwok Sing, Mr. Wong Yao Wing, Robert
and Mr. Lam Shiu San, respectively. Accordingly each of Ms. Wong
Yuen Yee, Mr. Wong Kwok Sing, Mr. Wong Yao Wing, Robert and Mr.
Lam Shiu San is deemed to be interested in the 97,362,000 Shares
held by Multiturn Trading Limited under the SFO.

INNO-TECH HOLDINGS LIMITED E Al 2 R 5 R 2 7

1. 797, 362, OOOHxHxTﬁMuItiturn Trading Limited#%
B ZARDRHERR L T ERELEE T
“%E&MJE&Z&EEEE%@M 21% * 30.9% *
30.9% % 6.99% s - It IRIBEH M HE (&
Bl E i 57 2 =+~ T B AR S AE  E bR SR S A MK
50 AR AR Multiturn Trading Limited3$ 5 2
97,362,000 IR HEH
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Interests of the Directors or Chief Executives in
the Share Capital of the Company and its
Associated Corporations (continued)

(a) Interests in the Company (continued)

HELOHARNED AR

m (&)

(@) AEQFzERE @

Save as disclosed, as at 31 March 2007, none of Directors or chief
executives of the Company has any interests or short position in
the Shares, underlying Shares and debentures of the Company or
any associated corporation (within the meaning of Part XV of the
SFO) which are required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which is taken or deemed to
have under such provisions of the SFO); or are required, pursuant
to Section 352 of the SFO, to be entered in the register referred to
therein; or as required, pursuant to Rules 5.40 to 5.58 of the GEM
Listing Rules relating to securities transactions by Directors to be
notified to the Company and the Stock Exchange.

BAREEIN R_ZTLF=A=+—H E=F
EARR A Z TR AEAEBE R R A B S AT AEEE

B (E& REs RIS ERPIEXVEL) Z Bk HERE
Bty RiEZHH A REE S LB GG EXVER
E7 R EBD ERAMEG NN B KB Z P 2 (E e es
FRE (BRBIEESRAEGRIZZEREM
WIREREERE 2 BATAR) HREBEF R
HIE 6 { 5 352 16 E AL AR IR BI P8 B AL
ZEAEEIRE  RILRERBEIZER TR
AIZE5.40E H5.58FEMEFETESFR I 2R
FEMABMEARR T R Fr2 EFERIORE -

(b) Pre-1PO Share Option Scheme (b) BRAHAERABRES
Details of the share options granted to certain Directors pursuant BHE_TZLE=-A=+—H BEBEEALRE
to the Pre-IPO Share Option Scheme as at 31 March 2007 are as RATIERER T SR TE TES 2 BIRE 2 W
follows: T
Number of share options
RREHAE
Outstanding
Outstanding as at
as at 31 March Exercise
1 April 2006 Granted Exercised Lapsed 2007 price
Dateof M-ZETXRE during during during RZ-Z2tF per share
grant A-H the year the year theyear =A=+-H Option period =1
RHEH AT ERR ERTE EREX MARTE BRENR fIfE
Ms. Wong 5 July 2002 2,400,000 = = = 2,400,000 5 July 2002 to HK$0.28
YuenYee —ZE-E£tARA 4July2012  028%
EfRRL B2 4LARAZE
“E-_4#LHMA
Mr. Wong 5 July 2002 2,400,000 = = = 2,400,000 5 July 2002 to HK$0.28
Kwok Sing —ZZ_5+AEH 4uy2012  028%T
EEBLE B-EE_E+ARAZ
“E-_4#tHMA
Mr. Wong 5 July 2002 2,400,000 = = = 2,400,000 5 July 2002 to HK$0.28
YaoWing —ZE_£+AnH 42012 028%T
Robert BE-Z2Z-£tARAZE
BihREE —T--E+AMmA
Mr. Lam 5 July 2002 2,400,000 = = = 2,400,000 5 July 2002 to HK$0.28
ShiuSan  —FE-E+AEA 4Juy2012 0287
kS B2 4LARAZE
“E-_4#LHMA
Total
@t 9,600,000 = = = 9,600,000
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Up to the Latest Practicable Date, no share options under the Pre-
IPO Share Option Scheme have been exercised.
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Interests of the Directors or Chief Executives in EERTHRARNEA AT REEE LZE

the Share Capital of the Company and its IRAS 2 % @

Associated Corporations (continued)

(c) Post-IPO Share Option Scheme () BRAHERZBRESS
Details of the share options granted to certain Directors pursuant HE_TZLF=-A=+—H BEBEEA2RE
to the Post-IPO Share Option Scheme as at 31 March 2007 are as BB SR TE TES 2 BIREZ BN
follows: Tre

Number of share options

BREHA
Outstanding
Outstanding as at
as at 31 March Exercise
1 April 2006 Granted Exercised Lapsed 2007 price
Dateof MZ-ZETXRE during during during RZ-ZELF per share
grant mA—-A the year the year theyear =A=t-H Option period =1
RiLAH HARATR ERR ERE EREN WA BREDR TEE
Ms. Wong 6 January 2004 2,578,500 = = = 2,578,500 6 January 2004 to HK$0.22
YuenYee —ZEMF-ARA 5January 2014 0227
BRAL E-Z2ZME-RRAE
“Z-[mE-ARA
20 September 2005 2,900,000 - - - 2,900,000 20 September 2005 to HK$0.114
ZETRENACTH 19 September 2015 0.114%7T
B-EERENA-THZE
ZZ-REEAATAR
Mr. Wong 6 January 2004 2,578,500 - - - 2,378,500 6 January 2004 to HK$0.22
Kwok Sing —ZZME—ARA 5lanuary 2014 0227t
BEBLE E-Z2ZME-RRAE
“Z-[mE-ARA
20 September 2005 2,900,000 - - - 2,900,000 20 September 2005 to HK$0.114
ZEERENACTH 19 September 2015 0.114%7T
B-EERENA-THZE
ZZ-REEAATAR
Mr. Wong 6 January 2004 2,578,500 - - - 2,378,500 6 January 2004 to HK$0.22
Yao Wing, —FEMF—ARA 5lanuary 2014 02257
Robert E-ZZME-RRAE
BhREE —Z-MmE-AnA
20 September 2005 2,900,000 - - - 2,900,000 20 September 2005 to HK$0.114
ZETRENACTH 19 September 2015 0.114%7T
B-EERENA-THZE
ZZ-REEAATAR
Mr. Lam 6 January 2004 2,378,500 - - - 2,578,500 6 January 2004 to HK$0.22
ShiuSan  —ZZME-ARA 5lanuary 2014 0227t
ks E-Z2ZME-RRAE
“Z-mE-ATA
20 September 2005 2,900,000 - - - 2,900,000 20 September 2005 to HK$0.114
ZETRENACTH 19 September 2015 0.114%7T
B-EERENA-THZE
ZZ-REEAATAR
Total
st 21,114,000 = = = 21,114,000
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Interests of the Directors or Chief Executives in
the Share Capital of the Company and its
Associated Corporations (continued)

(©)

(d)

24

Post-1IPO Share Option Scheme (continued)

Up to 31 March 2007, no share option under the Post-IPO Share
Option Scheme held by the executive directors either was exercised
or was lapsed.

Save as disclosed above, as at 31 March 2007, none of the Directors
or their associates as well as the chief executives of the Group had
any interests or short positions in the Shares and underlying Shares
of the Company or its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the minimum
standards of dealing by the Directors as referred to in Rules 5.40 to
5.58 of the GEM Listing Rules. During the reporting period, there
were no debt securities issued by the Group.

Directors’ and chief executives’ rights to acquire Shares
or debt securities

Save as disclosed above, as at 31 March 2007, neither the Company
nor any of its subsidiaries was a party to any arrangements to enable
the Directors to acquire benefits by means of the acquisition of
Shares in, or debt securities, including debentures, of the Company
or any other corporation, and neither the Directors and chief
executives of the Company, nor any of their spouse or children
under the age of 18, had any right to subscribe for the securities of
the Company, or had exercised any such right.
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Interests Discloseable under the Securities and
Future Ordinance of Substantial Shareholders

Save as disclosed hereunder, none of the Directors or chief executives
of the Company is aware of any person who has any interests or short
position in the Shares or underlying Shares which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO; or are required, pursuant to Section 336 of the SFO,
to be entered in the register referred to therein; or are required, pursuant
to Section 324 of the SFO, to notify the Company and the Stock Exchange;
or who is expected, directly or indirectly, to be interested in 5% or more
of the nominal value of any class of share capital carrying rights to vote
in all circumstances at general meetings of any member of the Group as
at 31 March 2007:

REPORT OF THE DIRECTORSEE & i &

BREESRAERIEERRATRE
ZHE R

BIXATHEEIN REBRARBITRAETA K
ZETHF= A=1+—B BEATRIRD AR
PR REES KRB ROIEXVEE2REIHE 2
EARNRRIRE 2 ERIAR  JIREES M EK
BI5E 33615 E AR AZIKAETHE B M sRIEF S &
HAE KA 3246BAIE AN A A KB R FT 2 #E 2 504
B B EE R RS RATE BN TEAS
EEAKE ARREAE IR 2 #EF 2 E AR
AREES%3 A EHERS:

Percentage of

Name Number of shares shareholdings
BH A BEROEE BRESL
Multiturn Trading Limited (Note 1) (Bifat1) 97,362,000 22.64%
Rexy Investment Limited (Note 2) (ff#E2) 28,800,000 6.70%
Chan Chee Lok, Kenneth 25,500,000 5.93%

Notes:

1. Multiturn Trading Limited is beneficially owned as to 31.219%, 30.9%, 30.9%
and 6.99% by Ms. Wong Yuen Yee, Mr. Wong Kwok Sing, Mr. Wong Yao
Wing, Robert and Mr. Lam Shiu San, respectively, all of whom are executive
Directors.

2. Rexy Investment Limited is a wholly-owned subsidiary of Plotio Limited,
which is wholly-owned by HyComm Wireless Limited, a company listed on
the Main Board of the Stock Exchange.

Save as disclosed above, as at 31 March 2007, the Directors are not
aware of any other person who had interest or short position in the
Shares or underlying Shares as recorded in the register required to be
kept under Section 336 of the SFO.

Subsidiaries
Details of the Company’s subsidiaries at 31 March 2007 are set out in
note 16 to the financial statements.

INNO-TECH HOLDINGS LIMITED E Al 2 R 5 R 2 7

st

1. Multiturn Trading Limited & 152 2+ HEI B 5t 4 &
WEREERMKLEE HRITESR) DRIEEES
31.21% * 30.9% * 30.9% }:6.99% %z °

2. Rexy Investment Limited &Plotio Limited 2 2 & I A ]
fPlotio Limited R EMMBRBEER AR ZENBA
Al EARAEARBE B R R AR R AT ER e

B EXAREEN R _EELF=A=+—H &
EFA BEEAALHEEREN AR AREES R
HIBRGISE 336 1R EF B < B et 2 D KARRRR
ZEEEIORR -

Kol PNG]
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Convertible Securities
Details of convertible securities of the Group are set out in note 31 to
the financial statements.

Sponsor’s Interest
As at the Latest Practicable Date, the Company does not have any sponsor,
the previous sponsor's agreement has expired on 31 March 2005.

Competing Interests

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

Litigation

Saved as disclosed under contingent liabilities in note 36 to the financial
statements, no member of the Group is engaged in any litigation or
arbitration or claim of material importance and no litigation or claim of
material importance is known to the Directors to be pending or threatened
by or against any member of the Group.

Purchase, Sale or Redemption of 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 shares during the year.

Audit Committee

The Company established an audit committee on 5 July 2002 with terms
of reference in compliance with Rules 5.23, 5.24 and 5.25 of the GEM
Listing Rules. The audit committee currently comprises Mr. Wong Tak
Leung, Charles, Ms. Ho Chui Yin, Liwina and Mr. Lai Ying Sum who are
the independent non-executive Directors. The primary duties of the audit
committee are to review and supervise the financial reporting process
and internal control systems of the Group. The Group's audited results
for the twelve months ended 31 March 2007 have been reviewed by
the audit committee, which is of the opinion that the audited consolidated
financial statements comply with the applicable accounting standards,
the GEM Listing Rules and legal requirements in Hong Kong and that
adequate disclosures have been made.
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Auditors
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B BUEm

A resolution to re-appoint the retiring auditors, PCP CPA Limited, is to be ~ ANARHREERRBAFAS LIRERABRERLRT

proposed at the forthcoming annual general meeting.

On behalf of the Board
INNO-TECH HOLDINGS LIMITED
Wong Yuen Yee

Chairman

Hong Kong, 26 June 2007
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CORPORATE GOVERNANCE REPORT
EXRERRE

Corporate Governance Practices

The Company recognizes that establishment and implementation of good
corporate governance standards helps the group to achieve its corporate
objectives and fulfill the expectations of shareholders and stakeholders
effectively. Therefore, the Board of Directors (the “Board”) of the
Company, with effect from 1 April 2005 has fully applied the principles
and complied with the requirements of the Code on Corporate
Governance Practices (“CG Code") contained in Appendix 15 to the
GEM Listing Rules:

(1) Due to the practical reasons, 14 days advance notifications have
not been given to all meetings of the board. Reason notifications
have been given in respect of those meetings of the board where
it is not practicable to give 14 days advance notification. The board
will use its best endeavours to give 14 days advance notifications
of board meeting to the extend practicable. (Code Provisions A.1.1
and A.1.3);

(2) As at the date of this report, we have no formal guidelines for
employees dealings in securities (Code Provision A.5.4) although
a formal guideline has been adopted for directors. Actions will be
taken by the board to formalize the circumstances under which
employees can deal in the shares of the Company before end of
the current financial year;

(3) Actions have yet taken to review the internal control systems of the
Group. The Board plans to engage an external auditor to undertake
the review before the end of the current financial year and to take
appropriate course of action in this regard based on the
recommendation of the external auditor (Code Provision C.2.1);
and

(4) No formal schedule of matters reserved to the Board and those
delegated to the management has been adopted by the Group
although there are guidelines for the responsibilities and duties
members of the board and members of the managements taking
up different position. The Board has delegated their Human
Resources Department to prepare the formal schedule for the
approval of the board before the end of the current financial year
(Code Provision D.1.2).

Directors’ Securities Transactions

The Company has adopted the rules set out in Rules 5.48 to 5.67 of the
GEM Listing Rules as the code for dealing in securities of the Company
by the Directors. All Directors confirmed that they complied with the
required standards as set out in the Rules 5.48 to 5.67 of the GEM
Listing Rules throughout the year.
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Board of Directors

The Board of Directors of the Company currently comprises:
Executive Directors: Ms. Wong Yuen Yee

Mr. Wong Kwok Sing

Mr. Wong Yao Wing, Robert
Mr. Lam Shiu San

Independent Non-executive
Directors:

Mr. Wong Tak Leung, Charles
Mr. Lai Ying Sum
Mr. Cheng King Hung

The Board is responsible for the leadership and control of the Company.
It also oversees the Group's business, strategic decisions and directions,
and performances. The management was delegated the authority and
responsibility by the Board for the general management of the Group. In
addition, the Board has also delegated various responsibilities to other
committees. Further details of the committees are set out in this report.

The Board has four scheduled regular meetings a year at quarterly interval
and meets as and when required. During the year ended 31 March
2007, the Board held 4 regular meetings. The attendance of each Director
at the board meetings during the year are as follows:
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Esg

ARBEFGHEFA NI EAK:
HITEE: B L
=EBRL
MIRER ST A
BUIHMITEE: IRREE
RERSTE

EXgRARERERARRZEM UEEAEE Y
B RRETARFERT -EREEES SRR
NREE EEAGERBEREE WIN EFZETA
HMRBERASHAT-ZEREQ E—FHBEH

EFZeSFEHRTORERER IEFE—X T
BEREREH-REE_TTLF=A=1+—RHItF
B EERERTUAFTRER -SEENAFALRFE
EZERRZRBHT:

Directors Number of attendance
i R
Ms. Wong Yuen Yee BEHR L 4/4
Mr. Wong Kwok Sing HEE KL 4/4
Mr. Wong Yao Wing, Robert EREREE 4/4
Mr. Lam Shiu San MRS S 4/4
Mr. Wong Tak Leung, Charles* FEREE" 4/4
Ms. Ho Chui Yin, Liwina* AR E 4+

(Resigned on 16 May 2007) (R=FZ+F7A1HEHT) 4/4
Mr. Lai Ying Sum* BERR S E* 4/4

*  Independent Non-executive Directors

Board minutes are kept by the Company Secretary of the Company.
Draft and final versions of the Board minutes are sent to the Directors
for their comments and records, in both cases within a reasonable time
after the meeting.

The Directors enable, upon the reasonable request, to seek independent
professional advice under appropriate circumstances, at the Company's
expenses, in order to discharge their responsibilities and duties under
appropriate independent professional advice.

Appropriate insurance cover has been arranged in respect of legal action
against its Directors.
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Chairman and Chief Executive Officer

To ensure the compliance with the new CG Code, the role of each of the
Chairman and Chief Executive Officer of the Company has segregated
since IPO of the Company. Currently, the Chairman and Chief Executive
Officer of the Company is Ms. Wong Yuen Yee and Mr. Wong Kwok Sing,
respectively.

The Chairman’s and the Chief Executive Officer's responsibility is to
manage the Board and the Group's day-to-day business, respectively.

Independent Non-executive Directors

The three Independent Non-executive Directors of the Company are
persons of high calibre, with academic and professional qualifications in
the field of accounting and law. With their solid experience, they can
provide strong support to perform their duties delegated by the Board
effectively.

All Independent Non-executive Directors are considered to be
independent by the Board as the Board received from each of the annual
confirmation of independence as required by the GEM Listing Rules.

Remuneration of Directors and Senior
Management

The Company did not have a Remuneration Committee. However, we
have planned to set up the Committee in next financial year to meet the
requirement of GEM Listing Rules.

Details of the Directors’ emoluments of the Company are set out in the
note 10 to the financial statements.

Appointment and Re-election of Directors

The Company has no fixed terms of appointment of Independent Non-
executive Directors. However, they are appointed subject to retirement
by rotation and re-election at the annual general meeting of the Company
in accordance with the provision of the Bye-laws. Such practice deviates
from the provision A.4.1 of the CG Code which requires that Non-
executive Directors be appointed for a specific term. The Board has
discussed and concluded that the current practice of appointing
Independent Non-executive Directors without specific terms but otherwise
subject to rotation and re-election by shareholders was fair and reasonably,
and does not intend to change the current practice at the moment.
According to the Bye-Laws, Independent Non-executive Directors are
subject to re-election once every three years.
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External Auditors
For the year ended 31 March 2007, PCP CPA Limited, the existing external
auditors received the following remuneration:
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SMES A A
BE - TTLF= A=+ ALEE RESNSRMED
SEER G BB ARARKRTSIME:

2007 2006
S ==
HK$'000 HK$'000
TR T

Annual audit services FEEZRG

460 404

Internal Controls

The Board is entrusted with an overall responsibility of devising the
Company's system of internal controls and conducting an annual review
of its effectiveness. This ensures that the Board oversees and monitors
the Group's overall financial position so that the interests of the
shareholders are well protected and covered. The system of internal
controls covers the areas of financial, operational, compliance and risk
management of the Group's business.

With respect to procedures and internal controls for the handling of and
dissemination of price-sensitive information:

—  the Group is fully aware of its obligations under the Listing Rules;

- the Group conducts its affairs with close regard to the “Guide on
Disclosure of Price-sensitive Information” issued by the Stock
Exchange; and

— through channels such as financial reporting and public
announcements, the Group has implemented and disclosed its
policy on fair disclosure by pursuing broad, non-exclusionary
distribution of information to the public.

BB EE 2
EXSRZRARANTARRANERERELTFin
AERB BRE I BRREESHEERERA
S BB BAR AR R A28 - A5 B HE I %
EAKEEB UG 2E GRANEREREGE-

BRREREMERGRENZIEF RAREZEEE:

— AKEBEHBREERE EHRANARE AT

—  AKEETHIPARMZ [REGURERKERE

Sl ABEREZER: &

- BBUWBBRERAMERE ARECSHTRE
BHEZRARARRBERER 2 AP REBRK-
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Audit Committee

The Audit Committee currently comprises all three Independent Non-
executive Directors of the Company, namely Ms Wong Tak Leung, Charles
as the Chairman and Mr. Lai Ying Sum and Mr. Cheng King Hung as the
members, who among themselves possess management experience in
the accounting and law. The attendance of each member at the meeting
during the year is set out as follows:

BEREES

BERZBERKAARR 2R =2 FRITESA
REPERREERTIRE RERLERBRBALE
RKE REESHMERTHEREELR - SKE
RNAFRE B FEEZHRBSEMT

Number of
Directors attendance
S HERE
Mr. Wong Tak Leung, Charles (Chairman) FRREE (F/F) 4/4
Ms. Ho Chui Yin, Liwina (resigned on 16 May 2007) MREL T (R=ZFE+FAHA T NHEFHE) 4/4
Mr. Lai Ying Sum BRI E 4/4
Full minutes of Audit Committee meetings are kept by a duly appointed B ZE @ ZE @R LR AN Tm 2 SHWEHET-
Secretary of the meeting. Draft and final versions of minutes of the Audit Tt & E@@%%EﬁZH% REREERGHREEE
Committee meetings are sent to all members of the committee for their FRBRRXZXZEE2EBKE UEESRHEERRT
comments and records, in both cases within reasonable time after the — #&-
meeting.
The Audit Committee reviews the quarterly results, interim and annual BZZEGREXEZSAENTEES THRFE

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

TO THE SHAREHOLDERS OF INNO-TECH HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Inno-Tech
Holdings Limited (“the Company”) and its subsidiaries (collectively
referred to as the "Group”) set out on pages 35 to 96, which comprises
the consolidated and Company balance sheets as at 31 March 2007,
and the consolidated income statement, the consolidated statement of
changes in equity and the consolidated cash flow statement for the year
then ended, and a summary of significant accounting policies and other
explanatory notes.

Directors’ Responsibility for the Consolidated
Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit, and to report our opinion solely to you,
as a body, in accordance with section 90 of the Bermuda Companies
Act, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report. We
conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to whether the
consolidated financial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor's judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's
preparation and true and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the 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 consolidated financial
statements.

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

Opinion

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
March 2007 and of the Group's loss and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

PCP CPA Limited
Certified Public Accountants

Hong Kong, 26 June 2007

Chua Suk Lin, Ivy
Practising Certificate No.: P02044
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CONSOLIDATED INCOME STATEMENT

REBaER
=i = bt

For the year ended 31 March 2007
HE—ZTTt+F=A=+—HIEFE

Note
Bt E
Turnover = 2 6
Cost of sales HEKAR
Gross profit EH
Other revenue H A 7
Marketing and promotion expenses TS ER S ERX
Administrative expenses TR X
Finance costs 758 A 8(a)
Share of losses of associates BnE =N REE
(Loss) before income tax BMRFTSTLAT (B518) 8
Income tax FRiSH1 9
(Loss) attributable to equity holders R#EiEFHE AFE (BE)
(Loss) per share Bk (BHE)
— Basic (HK cents) — B (B 12(a)
— Diluted (HK cents) — 858 (B(L) 12(b)

The annexed notes form part of these financial statements.

MERAPERERZ 8D

2007 2006
—zerr [RELUN
HK$'000 HK$'000
T T

43,236 90,955

(26,287) BENEIT))

16,949 21,286
1,012 1,108
(2,295) (1,406)
(12,271) (19,615)
(4,810) (5,759)
(830) (586)

(4,972)
(736)
(5,708)
(1.94)

N/ATER VLS
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CONSOLIDATED BALANCE SHEET
nEREERER

At 31 March 2007
REZEFLF=A=+—H

Note
Bt
Non-current assets FRBEE
Property, plant and equipment LE NS B 13
Prepaid lease payments BRNEERE 14
Intangible assets BIVEE 5]
Interest in associates NN o v i 17
Interest in jointly controlled entity RERZEH B Em 18
Current assets REBEE
Inventories rE 19
Accounts receivable FEUERTR 20
Prepayments, deposits and TERFIE Ee R
other receivables H h pE IR IE
Amounts due from customers EREFIE
Pledged deposits BEHEFER 21
Cash and cash equivalents RekREeEEY 22
Current liabilities REBEE
Bank loans and overdrafts RITERRBEE 24
Trade payables, accrued expenses B HRNERR B ERK
and other payables E e 5RIE 25
Other loan HiBE» 26
Bills payable ERERE 27
Amounts due to directors FEREEIA
Obligations under finance leases BB E AR 28
Current taxation REARRIA 30(a)
Convertible notes AR R 31
Net current assets REEERE

3 6 Annual Report 06/07F 3R

2007 2006
—ETF gy
HK$'000 HK$'000
FH&T

9,528 9,374
5,761 5,768
27,620 25,760
4,407 5,237
46,139

8,918

40,163 39,894
5,361 4,475
15,820 8,520
13,000 25,000
2,121 845
87,652

16,146 30,862
12,304 12,498
5,150 -
1,970 4,966
9,296 7,349
814

1,242

8,996

66,727

20,925

67,064



CONSOLIDATED BALANCE SHEET4#A B EAER

2007 2006
—zzis PEEEV
Note HK$'000 HK$'000
BaE FET FET
Non-current liabilities kRBEBE
Bank loans and overdrafts RITERNES 24 3,932
Convertible notes AT AR =R 31 6,060
Deferred taxation EERIR 30(b) 4,499
Net Assets EERHE 64,151 52,573
CAPITAL AND RESERVES B &
Share capital B 32 6,702
Reserves f#E 34(a) 55,549 45,871

52,573

Approved and authorised for issue by the board of directors on

26 June 2007

"R

Director

EE

The annexed notes form part of these financial statements.

MERAPERERZ 8D

MBBREN_ZEZLF AT RNEEESgHE
KR ERK

HEE
Director

EE
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BALANCE SHEET
BEEREX

At 31 March 2007
REZEFLF=A=+—H

2007

—ETLHF

Note HK$'000
BisE FHET

Non-current assets ERBEE

Interest in subsidiaries KB AR 2 xS 16
Interest in associates i /NG ol 2 17
Current assets REBEE

Prepayments and other receivables TR RIE R E A FE R IE

Amounts due from subsidiaries FEULH B A IR IE

Amount due from an associate FEU — KB N B FUE

Pledged deposits BEHEFER 21
Current liabilities REEE

Bank loans and overdrafts RITERMES 24
Accrued expenses and other payables et B R REMERRIE

Other loan HER 26
Amount due to a subsidiary FERT — R B 2 R RRIA

Amounts due to directors Bt EEFRIE

Convertible notes AR IR 31
Net current assets RENEEFE

Total assets less current liabilities BEERRBER

The annexed notes form part of these financial statements.
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3 8 Annual Report 06/07F 3R

2006
ZEERFE
HK$'000
FHBT



BALANCE SHEETEE&EX

2007 2006
—peis [Tt
Note HK$°000 HK$'000
BaE ; FAET
Non-current liabilities kRBEBE
Convertible notes AT AR =R 31 6,060
6,060
NET ASSETS BEEFE 27,390
CAPITAL AND RESERVES BAR &
Share capital ;&N 32 6,702
Reserves =] 34(b) 30,132 20,688
38,734 27,390

Approved and authorised for issue by the board of directors on
26 June 2007

EWR
Director
EE

The annexed notes form part of these financial statements.
et AR Bk 2 — &5 -

PBBRREN _ZETLFRNA T RNBEE=GIHE

EEE
Director
E
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mERERBBR

For the year ended 31 March 2007
B2 —FT+F=A=1T—HIEFE

Attributable to equity holders of the company

AR RRERAARE
Employee Convertible Capital
compensation notes redemption
Share Share reserve reserve Contributed reserve  Exchange  Retained
capital  premium &8 TR surplus ax reserve profits Total
A R EE kA RERA £ 01 e B 5 e REEF @zt
HKS000  HKS000  HKS000  HKSO00  HKS000  HKSOO0  HKS000  HKS000  HK$000
TiEx TR TiEr TiEr TR TiEr TiEr TR TiEx
At 1 April 2005 RZZETRFMNA—A 5,450 15,370 = 282 5,625 43 - 19,562 46,332
Loss for the year AFEFE - - - - - - - (5,708) (5,708)
Total recognised income ~ AFEEHER
and expenses for the year WX &% = = = = - - - (5,708) (5,708)
Issuance of shares and BRI RITERRE
exercising options 1,252 8,170 - - - - - - 9,422
Shares issuance costs RRETBR - (93) - - = = = (93)
Transfer to share premium  REEIREET{EE
upon exercise of BREERNEE
share options - 998 (998) - - - - - -
Recognition of equity BRARRREL
component of RAHS Mkt
convertible notes RGRA
net of transaction cost - - - 160 - - - - 160
Recognition of share-based ~ HBIARD AR
payment as expenses ZXHARX - - 2,460 - - - - - 2,460
1,252 9,075 1,462 160 - - - - 11,949
At 31 March 2006 WZZEXF
=A=t-A 6,702 24,445 1,462 442 5,625 43 - 13,854 52,573
At 1 April 2006 RZZEFNA—-R 6,702 24,445 1,462 442 5,625 43 - 13,854 52,573
Loss for the year FEEER = = = = - - - (3,116) (3,116)
Total recognised income REEERR
and expenses for the year W45 - - - - - - - (3,116) (3,116)
Issuance of shares and BIRG RITRERE
exercising options 1,900 13,300 - - - - - - 15,200
Shares issuance costs RinEITER - (472) - - - - - (472)
De-recognition of equity SRR ARRE
component of ZRAHS
convertible notes, HBRSHA
net of transaction cost - - - (282) - - - 282 -
Exchange difference on maRELY
consolidation B EE - - - = = = (34) - (34)
1,900 12,828 = (282) = = (34) 282 14,694
At 31 March 2007 i 2
=A=+-H 8,602 37273 1,462 160 5,625 43 (34) 11,020 64,151

The annexed notes form part of these financial statements.
MEE AR Bk 2 — &5 -
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CONSOLIDATED CASH FLOW STATEMENT

GERTRER

For the year ended 31 March 2007
HE—TT+F=A=1+—HILFE

Operating activities

(Loss) before income tax
Adjustments for:
— Depreciation and amortisation
— Release of prepaid lease payment
— Inventories written off
— Allowances of bad debts
— Loss on disposal of subsidiaries
— Share of losses of associates
— Interest income
— Share-based payments
— Property, plant and equipment
written off

BRETSBiAT (B518)

AT IHB EHAE:
—rEREH
—FRNHEEFERE
—FEMH
—RRE R
—HEHBARER
—HABE R RIEE
—MERA
— DA AR Z ST H

— Intangible assets written off — A EE S
— Interest expense —FEXH
Operating profit before changes in K& EESEEAT
working capital k<3 -¥ |
Decrease in inventories FERD
Increase in accounts receivable JE 5 PR K3
(Increase)/Decrease in prepayments, TERFRIE R & I H IR
deposits and other receivables () A
Increase in amounts due from customers  FEUE F FRIBEEL AN

Increase in amounts due to directors

Decrease in bills payables, other payables

e E = FRIRE N
FEN % - B bR FRIA

and accrued expenses K fERT B AR A
Cash generated from operations EEEECES
Hong Kong profits tax paid EHBENEN
Net cash from operating activities REEBEE RS FHE

The annexed notes form part of these financial statements.

MERAM B REZ — 80

2007
—EBELE
HK$'000
FET

(2.245)
10,150
7
60

14,476

1,734
(525)

(1,544)
(7.300)
2,020

(3.775)

10,378

2006
ZEERF
HK$'000
FHBT
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CONSOLIDATED CASH FLOW STATEMENT/4 R &R & RER

Note
ks
Investing activities RETED
Interest received EKAE
Decrease in pledged deposits EERFORD
Payment for purchase of property, BEWE BEL&E
plant and equipment ZFRIA
Payment for purchase of intangible assets & & & 2 FUE
Payment for prepaid lease payments TEREERIE
Net cash used in investing activities REFTEHFEAZRESFE
Financing activities BEEE
Capital element of finance lease ENREHEEES
rentals paid EEN:(5)
Net proceeds from issuance of new shares ZE7T¥T%D 2 Fr{SRIBFHE
Interest paid ERFLE
Proceeds from issuance of convertible BT R RIEFTIS /1A
notes, net of transaction costs MBS
Proceeds from new bank loans MRITERZ PR1SRUA
Repayment of other loans payable EREMNEMER
Repayment of bank loans ERIBITER
Proceeds from shares issued under RIBE AR BIBAT D
share option scheme FT{S 318
Interest element of finance lease ENRMEHESHES
rentals paid MBE D
Net cash generated from/(used in) BEFEME  FTAH) 2
financing activities REFE
Net increase in cash and RERAESESEYRNFR
cash equivalents
Effect of foreign exchange ERTE
Cash and cash equivalents REA—BZEER
at 1 April BEEEY

Cash and cash equivalents
at 31 March

R=ZA=+—HZHRER
HEZEEY

The annexed notes form part of these financial statements.

MERAM B REZ — 870

42

Annual Report 06/07 F 3k

2007
—FTLE
HK$’000
FHT

12,000

(4,002)
(8.902)

(814)
14,727
(4,808)

1,000
(3.345)

2006
—mEAE

— ==

HK$'000
T



NOTES TO THE FINANCIAL STATEMENTS
MR AR BT aE

31 March 2007
—EEt+F=A=1+—H

General Information

Inno-Tech Holdings Limited (the “Company”) was incorporated in
Bermuda on 19 November 2001 as an exempted company with
limited liability under the Companies Act of Bermuda. The shares
of the Company are listed on the Growth Enterprise Market (the
"GEM") of the Stock Exchange of Hong Kong Limited, (the “Stock
Exchange”). The addresses of the registered office and principal
place of business of the Company are located at Clarendon House,
2 Church Street, Hamilton HM 11, Bermuda and Room 903 Tung
Wai Commercial Building, 109-111 Gloucester Road, Wanchai, Hong
Kong, respectively.

The consolidated financial statements are presented in Hong Kong
dollars, which is the same as the functional currency of the Company.

The Company is an investment holding company. The principal
activities of the subsidiaries are set out in note 16.

Adoption of New and Revised Accounting
Standards and Interpretations

The Hong Kong Institute of Certified Public Accountants has issued
a number of new and revised Hong Kong Accounting Standards
("HKAS") and Hong Kong Financial Reporting Standards ("HKFRS")
that are effective or available for early adoption for the financial
year beginning 1 January 2006. In current year, the Group has
adopted the following amendment, which is relevant to the Group's
operations for the financial year ended 31 March 2007.

HKAS 39 and HKFRS 4
(Amendment)

Financial Instruments: Recognition
and Measurement and Insurance
Contracts — Financial Guarantee
Contracts

The adoption of the above amendment had no material effects on
the Group’s and the Company'’s results and financial position and
did not result in substantial changes to the Group's accounting
policies. No prior year adjustment has been made.
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NOTES TO THE FINANCIAL STATEMENTS 5/ 78 3% % Fff

2. Adoption of New and Revised Accounting

Standards and Interpretations (continued)
Accounting Standards and Interpretations that are not yet
effective

The Group has not early applied the following new standards,
amendment and interpretations that have been issued but are not
yet effective. The Directors of the Company anticipate that the
application of these standards, amendment or interpretations will
have no material impact on the financial statements of the Group.

HKAS 1 (Amendment) Capital Disclosures

HKFRS 7 Financial Instruments: Disclosures

HKFRS 8 Operating Segments

HK(IFRIC) Interpretation 7 Applying the Restatement Approach
under HKAS 29 “Financial Reporting
in Hyperinflationary Economies”

HK(IFRIC) Interpretation 8  Scope of HKFRS 2

Reassessment of Embedded
Derivatives

HK(IFRIC) Interpretation 9

HK(IFRIC) Interpretation 10 Interim Financial Reporting and
Impairment

HK(IFRIC) Interpretation 11 HKFRS 2 Group and Treasury Share

Transactions

HK(IFRIC) Interpretation 12 Service Concession Arrangements
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3. Significant Accounting Policies

(@)

(b)

(©)

Basis of preparation

The consolidated financial statements have been prepared
under the historical cost convention, except for certain financial
instruments which are measured at fair values.

The consolidated financial statements have been prepared in
accordance with HKFRSs, which includes all applicable
individual Hong Kong Financial Reporting Standards, HKAS
and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants ("HKICPA"), accounting principles
generally accepted in Hong Kong and the requirements of
the Hong Kong Companies Ordinance. These financial
statements also comply with the applicable disclosure
provisions of the Listing Rules of the GEM of the Stock
Exchange.

The preparation of financial statements in conformity with
HKFRSs requires the use of certain critical accounting estimates.
It also requires management to exercise its judgment in the
process of applying the Company’s accounting policies. The
areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to
the consolidated financial statements, as disclosed in Note 5.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and all of its subsidiaries made
up to 31 March of each year together with the Group's share
of the results for the year of its associates and jointly controlled
entities.

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

Subsidiaries

Subsidiaries are all entities over which the Group has the power
to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the
voting rights. The existence and effect of potential voting rights
that are currently exercisable or convertible are considered
when assessing whether the Group controls another entity.
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NOTES TO THE FINANCIAL STATEMENTS 5/ 78 3% % Fff

3. Significant Accounting Policies (continued)

(9

(d)

46

Subsidiaries (continued)

Intra-group balances and transactions, and any unrealised
profits arising from intra-group transactions, are eliminated in
full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains, unless the
transaction provides evidence of an impairment of the asset
transferred.

In the Company’s balance sheet, the investments in
subsidiaries and amounts due from subsidiaries are stated at
cost less impairment losses (see note 3(h)). The results of
subsidiaries are accounted for by the Company on the basis
of dividends received and receivable.

Associates and jointly controlled entities

An associate is an entity over which the Group or Company
has significant influence and that is neither a subsidiary nor
an interest in a joint venture. Significant influence is the power
to participate in the financial and operating policy decisions of
the investee but is not control or joint control over its
management.

A jointly controlled entity is an entity which operates under a
contractual arrangement whereby the Group or Company and
other parties undertake an economic activity that is subject to
joint control, that is when the strategic financial and operating
policy decisions relating to the activities require the unanimous
consent of the parties sharing control.

An interest in an associate or a jointly controlled entity is
accounted for in the consolidated financial statements under
the equity method and is initially recorded at cost and adjusted
thereafter for the post acquisition change in the Group's share
of the associate’s or the jointly controlled entity’s net assets.
The consolidated income statement reflects the Group's share
of the post-acquisition, post-tax results of the associates and
jointly controlled entities for the year. When the Group's share
of losses exceeds the carrying amount of the associate, the
carrying amount is reduced to nil and recognition of further
losses is discontinued except to the extent that the Group has
incurred obligations in respect of the associate or the jointly
controlled entity.

Unrealised profits and losses resulting from transactions
between the Group and its associates and jointly controlled
entities are eliminated to the extent of the Group's interest in
the associate or jointly controlled entity, except where
unrealised losses provide evidence of an impairment of the
asset transferred, in which case they are recognised
immediately in the income statement.
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3. Significant Accounting Policies (continued)
(d) Associates and jointly controlled entities (continued)

(e)

In the Company's balance sheet, its interests in associates
and jointly controlled entities are stated at cost less impairment
losses (see note 3(h)). The results of the associates and jointly
controlled entities are accounted by the Company on the basis
of dividends received and receivable.

Property, plant and equipment

(i) Valuation
Property, plant and equipment are stated in the balance
sheets at cost less accumulated depreciation and
impairment losses (see note 3(h)).

Subsequent expenditure relating to a property, plant and
equipment that has already been recognised is added
to the carrying amount of the asset when it is probable
that future economic benefits, in excess of the originally
assessed standard of performance of the existing asset,
will flow to the Group. All other subsequent expenditure
is recognised as an expense in the period in which it is
incurred.

(ii) Depreciation
Buildings held for own use which are situated on
leasehold land are depreciated over the shorter of the
unexpired term of lease and their estimated useful lives,
being 50 years.

Depreciation is calculated to write off the cost of other
property, plant and equipment over their estimated useful
lives on a straight-line basis as follows:

Leasehold improvements 5 years
Furniture and fixtures 5 years
Equipment 5 years
Motor vehicle 4 years

The assets' residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date.

(i) Disposals
Gains or losses arising from the retirement or disposal
of property, plant and equipment are determined as the
difference between the estimated net disposal proceeds
and the carrying amount of the asset and are recognised
in the income statement on the date of retirement or
disposal.
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NOTES TO THE FINANCIAL STATEMENTS 5/ 78 3% % Fff

3. Significant Accounting Policies (continued)
(f) Intangible assets

48

®

(i)

(iii)

Valuation

Intangible assets that are acquired by the Group and
with finite useful lives are stated in the balance sheet at
cost less accumulated amortisation and impairment
losses (see note 3(h)).

Subsequent expenditure on an intangible asset after its
purchase or its completion is recognised as an expense
when it is incurred unless it is probable that this
expenditure will enable the asset to generate future
economic benefits in excess of its originally assessed
standard of performance and this expenditure can be
measured and attributed to the asset reliably. If these
conditions are met, the subsequent expenditure is added
to the cost of the intangible asset.

Amortisation

Amortisation of intangible assets with finite useful lives
is charged to the income statement on a straight-line
basis over the assets' estimated useful lives as follows:

Patents and trademarks
Computer software

15 years
5 years

Disposals

Gains or losses arising from de-recognition of an
intangible asset are measured at the difference between
the net disposal proceeds and the carrying amount of
an asset and are recognised in the income statement
when the asset is de-recognised.
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3. Significant Accounting Policies (continued)
(g) Leased assets

Leases of assets under which the lessee assumes substantially
all the risks and benefits of ownership are classified as finance
leases. Leases of assets under which the lessor has not
transferred all the risks and benefits of ownership are classified
as operating leases.

Assets acquired under finance leases

Where the Group acquires the use of assets under finance
leases, the amounts representing the fair value of the leased
asset, or, if lower, the present value of the minimum lease
payments, of such assets are included in property, plant and
equipment and the corresponding liabilities, net of finance
charges, are recorded as obligations under finance leases.
Depreciation is provided at rates which write off the cost of
the property, plant and equipment in equal annual amounts
over the term of the relevant lease or, where it is likely the
Group will obtain ownership of the asset, the life of the asset
as set out in note 3(e). Finance charges implicit in the lease
payments are charged to the income statement over the period
of the leases so as to produce an approximately constant
periodic rate of charge on the remaining balance of the
obligations for each accounting period. Contingent rentals are
written off as an expense of the accounting period in which
they are incurred.

Operating lease charges
Where the Group has the use of assets under operating leases,
payments made under the leases are charged to the income
statement in equal instalments over the accounting periods
covered by the lease term.

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

NOTES TO THE FINANCIAL STATEMENTS &/ 75 3% 3% Ff &

3. FESHBEE @
(g HEEE

HAGE AR ARER AR D B KR 2
BEME BEARENRE - HHEAYREZR
FrEEEERRREM < EERE AIRE

LAEHERBAZEE

WEASELRENERSEEERE B
nBEESHEEREEEEAABEIRE
HENFEZRE (MASRIEZHE) HE
B0 R s R MR R E (et
BMEER) A AREREAE - TERER
MRS X BEMREZAIERFR
(IAREERAGEERSEEZFERE) A A
BESREPHEERAN R BHREEZAE
RSN (e) - HEMNTRAZ ZHME
ERgTARENAZ BaX EEEE
HAME AR B R RREE 2 B ST R A SRR
SRMHEEES 2 5 MM ERR T

REHEER
HAKEEBEEMEFREE RIREHE
Bt 2R EMEMMRES IR
W AFBRERSER A

BARBKLHEERA 2 132 A TR
HIA B AR B

INNO-TECH HOLDINGS LIMITED [ £l # % 5 R 2 7 49



NOTES TO THE FINANCIAL STATEMENTS 5/ 78 3% % Fff

3. Significant Accounting Policies (continued)
(h) Impairment of assets

50

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

— interest in subsidiaries, associates and jointly controlled
entity;

—  property, plant and equipment;
—  prepaid lease payments and
— intangible assets.

If any such indication exists, the asset's recoverable amount is
estimated. An impairment loss is recognised in the income
statement whenever the carrying amount of an asset exceeds
its recoverable amount.

(i) Calculation of recoverable amount

The recoverable amount of an asset is the greater of its
net selling price and value in use. In assessing value in
use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of time value of
money and the risks specific to the asset. Where an asset
does not generate cash inflows largely independent of
those from other assets, the recoverable amount is
determined for the smallest group of assets that
generates cash inflows independently (i.e. a cash-
generating unit).

(i) Reversals of impairment losses

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the recoverable amount. A reversal of impairment losses
is limited to the asset's carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of impairment losses
are credited to the income statement in the year in which
the reversals are recognised.
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3. Significant Accounting Policies (continued)

0

1)

(k)

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

Cost is calculated using the first-in, first-out method and
comprises all costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their present
location and condition.

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

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

Accounts receivables

Accounts receivables are initially recognised at fair value and
thereafter stated at amortised cost less impairment losses for
bad and doubtful debt (see note 3(h)) except where the
receivables are interest-free loans made to the related parties
without any fixed repayment terms or the effect of discounting
would be immaterial. In such cases, the receivables are stated
at cost less impairment losses for bad and doubtful debts
(see note 3(h)).

Service contracts
The accounting policy for contract revenue is set out in
note 3(s).

Service contracts in progress at the balance sheet date are
recorded in the balance sheet at the net amount of costs
incurred plus recognised profits less recognised losses and
progress billings, and are presented in the balance sheet as
the "Amounts due from customers” (as an asset) or “Amounts
due to customers” (as a liability). Progress billings not yet
paid by the customers are included in the balance sheet under
accounts receivable.
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NOTES TO THE FINANCIAL STATEMENTS 5/ 78 3% % Fff

3. Significant Accounting Policies (continued)
(I) Cash and cash equivalents

Cash comprises cash on hand and at banks and demand
deposits with banks and other financial institutions. Cash
equivalents are short-term, highly liquid investments that are
readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value.

For the purpose of consolidated cash flow statement, bank
overdrafts that are repayable on demand form an integral part
of the Group's cash management are included as a component
of cash and cash equivalents.

(m) Employee benefits

52

(i) Short-term employee benefits and contribution to
defined contribution retirement plans
Salaries, annual bonuses, paid annual leave, leave
passage, contributions to defined contribution plans and
the cost of non-monetary benefits to the Group are
accrued in the year in which the associated services are
rendered by employees of the Group.

Contributions to Mandatory Provident Fund Scheme as
required under the Hong Kong Mandatory Provident Fund
Schemes Ordinance are recognised as an expense in
the income statement as incurred.

(ii) Share-based payments

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in an employee compensation reserve within
equity. The fair value is measured at grant date using
the Binomial Option Pricing Model, taking into account
the terms and conditions upon which the options were
granted. Where the employees have to meet vesting
conditions before becoming unconditionally entitled to
the share options, the total estimated fair value of the
share options is spread over the vesting period, taking
into account the probability that the options will vest.
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3. Significant Accounting Policies (continued)
(m) Employee benefits (continued)
(ii) Share-based payments (continued)

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

(n) Income tax

®

(ii)

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

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.
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NOTES TO THE FINANCIAL STATEMENTS 5/ 78 3% % Fff

3. Significant Accounting Policies (continued)
(n) Income tax (continued)

54

(iii) Deferred tax assets and liabilities arise from deductible

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

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

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

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

(m)

(0)

(p)

Income tax (continued)

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

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

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

—  the same taxable entity; or

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

Trade and other payables

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

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Company or 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.
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3. Significant Accounting Policies (continued)

(p)

(@

(r)

56

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

Convertible notes

Convertible notes that can be converted to equity share capital
at the option of the holder, where the number of shares issued
does not vary with changes in their value of the consideration,
are accounted for as compound financial instruments. At initial
recognition the liability components of the convertible notes
is measured as the present value of the future interest and
principal payments, discounted at the market rate of interest
applicable at the time of initial recognition to similar liabilities
that do not have a conversion option. Any excess of proceeds
over the amount initially recognised as the liability component
is recognised as the equity component. Transaction costs that
relate to the issue of a compound financial instrument are
allocated to the liability and equity components in proportion
to the allocation of proceeds.

The liability component is subsequently carried at amortised
cost. The interest expense recognised in income statement
on the liability component is calculated using the effective
interest method. The equity component is recognised in the
capital reserve until either the note is converted or redeemed.

If the note is converted, the capital reserve, together with the
carrying amount of the liability component at the time of
conversion, is transferred to share capital and share premium
as consideration for shares issued. If the note is redeemed,
the capital reserve is released directly to retained profits.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value
less attributable transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at amortised
costs with any difference between the amount initially
recognised and redemption value being recognised in profit
or loss over the period of the borrowings, together with any
interest and fees payable, using the effective interest method.
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3. Significant Accounting Policies (continued)

(s)

®

()

Revenue recognition

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

(i) Residential intranet and software application design
services
Revenue arising from the provision of residential intranet
and software application design services is recognised
when the underlying services are rendered, which is
estimated by apportionment over the expected duration
of each engagement, and the outcome of the contract
can be estimated with reasonable certainty.

(i) Sale of goods

Revenue is recognised when goods are delivered to the

customers which is taken to the point in time when the

customer has accepted the goods and the related risks

and rewards of ownership. Revenue excludes value

added tax or other sales taxes and is after deduction of

any trade discounts.

Interest income
Interest income from bank deposits is recognised on a
time-proportion basis using the effective interest method.

(iii)

Research and development costs

Research and development costs comprise all costs that are
directly attributable to research and development activities or
that can be allocated on a reasonable basis to such activities.
Research costs are recognised as an expense in the period in
which they are incurred. Development costs are recognised
as an internally-generated intangible assets only if it is
anticipated that they incurred on a clearly-defined project will,
which be recoverable through future commercial activity. The
development costs are amortised on a straight-line basis on
its useful lives, and carried at cost less subsequent accumulated
amortisation and any accumulated impairment losses.

Borrowing costs

Borrowing costs are expensed in the income statement in the
period in which they are incurred, except to the extent that
they are capitalised as being directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for
its intended use or sale.
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3. Significant Accounting Policies (continued)
(v) Related parties

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

(i) the party, directly or indirectly through one of more
intermediaries,

—  controls, is controlled by, or is under common
control with, the Group;

—  has an interest in the Group that gives it significant
influence over the Group; or

—  has joint control over the Group;
(ii) the party is an associate;
(i) the party is a jointly-controlled entity;

(iv) the party is a member of the key management personnel
of the Group or its parent;

(v) the partyis a close member of the family of any individual
referred to (i) or (iv); or

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

(w) Translation of foreign currencies

58

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

(w) Translation of foreign currencies (continued)
Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
in the income statement in the period in which they arise,
except for exchange differences arising on a monetary item
that forms part of the Group's net investment in a foreign
operation, in which case, such exchange differences are
recognised in equity in the consolidated financial statements.
Exchange differences arising on the retranslation of non-
monetary items in respect of which gains and losses are
recognised directly in equity.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of
the Company (i.e. Hong Kong dollars) at the rate of exchange
prevailing at the balance sheet date, and their income and
expenses are translated at the average exchange rates for the
year, unless exchange rates fluctuate significantly during the
year. In which case, the exchange rates prevailing at the dates
of transactions are used. Exchange differences arising, if any,
are classified as equity and transferred to the Group's exchange
reserve. Such exchange differences are recognised in the
consolidated income statement in the period which the foreign
operation is disposed of.

4. Financial Risk Management
The Group's activities expose it to a variety of financial risks, including
credit risk, liquidity risk, foreign currency risk and cash flow interest
rates risk. The Group's overall risk management programme seek
to minimise potential adverse effects on the Group's financial
performance and are set out below.

(a) Credit risk
The Group has no significant concentrations of credit risk. It
has policies in place to ensure that sales of products are made
and services are provided to customers with an appropriate
credit history. Cash transactions are limited to high-credit-quality
financial institutions. The Group has policies that limit the
amount of credit exposure to any financial institution.

3.
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4. Financial Risk Management (continued)

(b)

(©)

(d)

Liquidity risk

The Group incurred a loss in the current year and was financed
by significant bank and other borrowings and convertible notes.
The Group's operations are exposed to liquidity risk.
Management monitors closely the liquidity position of the
Group so as to meet all the financial obligations as and when
they fall due. Management will consider to raise fund by ways
of issuing debt and equity instruments of the Group or to
obtain adequate committed lines of funding from financial
institutions to meet its liquidity requirements in the short and
long term.

Foreign currency risk

The Group does not have a significant foreign currency risk
exposure arising from its sales and purchases transactions as
these transactions are mainly carried out in Hong Kong dollars.

Cash flow interest rate risk

The Group is exposed to cash flow interest rate risk on variable-
rate bank borrowings. Management monitors the related cash
flow interest rate risk exposure closely and will consider hedging
significant cash flow interest rate risk exposure should the need
arise.

5. Critical Accounting Estimates and Judgements
In the application of the Group's accounting policies, management
is required to make judgements, estimates and assumptions about
the carrying amounts of assets and liabilities that are readily apparent
from other sources. The estimates, judgements and associated
assumptions are continually evaluated and are based on historical
experience and other factors that are considered to be relevant,
including expectations of future events that are believed to be
reasonable under the circumstances. Actual results may differ from
these estimates.
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5.

Critical Accounting Estimates and Judgements
(continued)

The Group makes estimates and underlying 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.

(i) Allowances for bad debts
Significant judgement is exercised in the assessment of the
collectibility of accounts receivable from each customer. In
making its judgement, management considers a wide range
of factors such as results of follow-up procedures performed
by sales personnel, customers’ payment trend including
subsequent payments and customers' financial position.

(ii) Valuation of share options

Note 33 contains information about the assumptions relating

to the fair value of share options granted.

Turnover

Turnover represents the amounts received and receivable for the
provision of residential sales of intranet, e-property management
software application consulting services and sales of home-
automation and other products.

The Group's turnover and operating loss are derived from the design
of residential intranet, provision of e-property management software
application consulting services and trading of home-automation and
other products in Hong Kong and the People’s Republic of China
(the "PRC"). The directors consider that the Company has single
business segment and that the revenue, results, assets and liabilities
of a subsidiary of the Group in the PRC are not significant.
Accordingly, the analyses by business and geographical segments
are not required.

Other Revenue

5.
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8. (Loss) before Income Tax

(Loss) before income tax is arrived at after charging:

8. BRETEHAT (BR)

BRETS AT (B518) EMER 7 SIR:

(C)

Finance costs:

Interest on bank loans and overdrafts
wholly repayable within five years

Interest on other loan

Interest on convertible notes (note 31)

Finance charges on obligations under
finance leases

BB

AR AFERNTBREEZ
RITERRELFE

HERFHE

AT A B (aE31)

BEREREZ MBI H

(b)

Staff costs:

Contributions to defined contribution plan
Long service payment

Share-based payments

Salaries, wages and other benefits

BT A
FERBRHERGEH BIH3K
RHBRFG K

VAR 7 ALl 2 S
o #o R E bR

Average number of employees FI9EE AR

(c) Other items: HihiE g :
Cost of inventories FERA
Amortisation of intangible assets BV EERH
Release of prepaid lease payments TEfTAH & FRIER D
Auditor's remuneration Gl n
Depreciation HE

— Assets held for use under finance lease —LBEHERBEEE

— Other assets —HihEE
Operating lease charges in respect of mEHERY:

— office premises —WAREYE
Inventories written off Eitiz 78
Intangible assets written off EisH < | & E
Allowances of bad debts EAREE
Research and development costs o KB AR
Property, plant and equipment written off EMH W BB KR
Loss on disposal of subsidiaries HEHE R EEE
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9. Income Tax 9. FTiEHt
2006
—ETRF
HK$'000
FHET
(a) Taxation in the consolidated income (o) #HEBEmXHIER:
statement represents:
Current tax EATL IR
Tax for the year — Hong Kong profits tax REFZHIE—FBNED 504
Under-provision in respect of prior years BEFEREBTR 67
571
Deferred tax RIS H
Origination and reversal of temporary TR ER 2 TERED
differences (Note 30(b)) (Kta£30(b)) 165
736
Hong Kong profits tax has been provided at the rate of 17.5% BBMEHERANEE 2 Bt IERTUR M A
(2006: 17.5%) on the estimated assessable profits for the BiF17.5% (ZFZREF:17.5%) B
year.
(b) Reconciliation between tax expense and accounting (loss) at (b) FIEF S B N E At E . &5t (Bi1R)
applicable tax rates: B2 FEI R -
2007 2006
et a3 —TEREF
HK$'000 HK$'000
FET FHET
(Loss) before income tax BrBAT (B5H8) (2,245) (4,972)
Notional tax on (loss) before income tax, BEERREANEGTE 2
calculated at applicable tax rates in the BRPTSBAT (B518) <
respective countries HEBE (778)
Tax effect of non-deductible expenses AL 2 BT E 471
Tax effect of non-taxable revenue IERFMAZ BT & (43)
Tax effect of unused tax losses REERZ RBABIE
not recognised BETE 1,019
Previous years' unprovided deferred tax PBEFERBRHEZRERIR =
Under-provision of profits tax in prior years @ EFEFISHEETE 67
Actual tax expense BERBIEMX 736
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10. Directors’ and Senior Management's

Remuneration
Directors’ remuneration

Directors’ remuneration disclosed pursuant to section 161 of the

Hong Kong Companies Ordinance is as follows:

10. EEREEGR M

EEME
BEEEATNEGIE 161 ERECEEME T

2007 2006

—EEtF ZETRF

HK$'000 HK$'000

FExT FAET

Fees we 180 318
Basic salaries, allowances and other benefits EAF & R REMER 3,714 3,615
Discretionary bonuses BB TEAL - 104
Share-based payments VAR A7 /2 BEHfE 2 3% HH - 996
Retirement scheme contribution RIRETEIER 48 48
5,081

2006

ZERRFE

Number of directors BEAH 8

The remuneration of directors for the year ended 31 March 2007

is set out below:

HE-_ZTLE-A=1+-—RALFEEETHE
BT

Retirement
Share-based scheme
Discretionary  payments contribution
Fees Salary bonuses MR R B Total
Name of director EENA ik e ML Edo HE i3 by
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER TER
Executive directors HITEE
Ms. Wong Yuen Yee iRt - 960 - - 12 972
Mr. Wong Kwok Sing BEEEL = 1,019 - - 12 1,031
Mr. Wong Yao Wing, Robert BHARALE = 960 - - 12 972
Mr. Lam Shiu San kB E = 775 - - 12 787
Independent non-executive directors ~ BUIEHITES
Mr. Wong Tak Leung, Charles TEREE 120 - - - - 120
Ms. Ho Chui Yin, Liwina (a) MREL(a) - - - - - -
Mr. Lai Ying Sum RERLE 60 - - - - 60
Mr. Cheng King Hung (b) BRBEED) - - - - - -
180 3,714 = = 48 3,942
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10. Directors’ and Senior Management's

Remuneration (continued)

Directors’ remuneration (continued)
The remuneration of directors for the year ended 31 March 2006
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EFEMWE @
BE T NF-A=T—HIFEZEZHE

10. EEREESEZME @

is set out below: HymT
Retirement
Share-based scheme
Discretionary payments  contribution
Fees Salary bonuses D] LN Total
Name of director e e e WERL  Efzyd TR st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T Tt FHT T FHT T
Executive directors HITEE
Ms. Wong Yuen Yee BMRRT - 960 - 249 12 1,221
Mr. Wong Kwok Sing BRI - 966 53 249 12 1,280
Mr. Wong Yao Wing, Robert BhRAE - 960 - 249 12 1,221
Mr. Lam Shiu San Whisrs - 729 51 249 12 1,041
Independent non-executive directors B FHTEZE
Ms. Wu Wai Yee, Annis (c) HEEL () 133 - - - - 133
Mr. Wong Tak Leung, Charles FRREE 120 - - - - 120
Ms. Ho Chui Yin, Liwina MRERL 60 - - - - 60
Mr. Lai Ying Sum (d) RIEREE() 5 - - - - 5
318 3,615 104 996 48 5,081
Note: Mat:
(@ Resigned on 16 May 2007 @) RIZEZLFRATREEE
(b) Appointed on 16 May 2007 b) R-ZEZLFRRTRBEEEHE
(©)  Resigned on 20 February 2006 © RIZEZEXF-_A-THEE
(d) Appointed on 3 March 2006 d RIZEEXF=RA=HEZE
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NOTES TO THE FINANCIAL STATEMENTS 5/ 78 3% % Fff

10. Directors’ and Senior Management's
Remuneration (continued)
Individuals with highest emoluments
The aggregate of the emoluments in respect of the five individuals
of highest emoluments (including directors) are as follows:

10. EEREESEZME @

BeFERA L
TEESFENAL (BEES) 2B @D
T

2007 2006

—EELHF ZEERFE

HK$'000 HK$'000

FET FAET

Basic salaries, allowances and other benefits EAH & R R EMER 3,903
Discretionary bonuses BB TEAL 104
Share-based payments VAR A7 /3 BEHiE 2 3% HH 1,245
Retirement scheme contribution RURETBIEER 60
5312

During the year, no emoluments were paid by the Group to the
five individuals with highest emoluments as an inducement to join
or upon joining the Group or as compensation for loss of office.

The five individuals whose emoluments were the highest in the
Group for the year include four (2006: four) directors whose
emoluments are reflected in the analysis presented above. The
emoluments payable to the remaining one (2006: one) individual
during the year is as follows:

AEEAN AREHREANRIERSFHENALX
FERBEERBEMAREB RPN INALREE
B2 e kR RmE-

AEE AEBREESFALEENE (CTT
NEME) EE HMSER X2 T AR
R4 WA E BB (CBEAE: —B) A
L EemT:

2007 2006

—EELHF ZERRFE

HK$000 HK$'000

FExT FAET

Basic salaries, allowances and other benefits EAH & R REMER 312 288
Retirement scheme contribution RRETEIER 11 12
Share-based payments VAR A7 /2 BEHiE 2 3& HH - 249
549

66

Annual Report 06/07F 5



10. Directors’ and Senior Management's
Remuneration (continued)
Individuals with highest emoluments (continued)
The emolument of the one (2006: one) individual with the highest
emolument is fell within the following band:

NOTES TO THE FINANCIAL STATEMENTS &/ 75 3% 3% Ff &

10.

EENEESEZHME @

ReFEBIAL @
Ehp—Z (Z2ERF:—R) e H @R AT
ENTETyEE:

Number of individual
AE
2006
—ETRF

il DS

Emolument band
HK$Nil — HK$ 1,000,000

7T — 1,000,000 7T

11. (Loss) Attributable to Equity Holders of the
Company
The consolidated (loss) attributable to equity holders of the
Company includes a loss of HK$3,384,000 (2006: loss of
HK$6,451,000) which has been dealt with in the financial
statements of the Company.

12. (Loss) per Share
(a) Basic (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 around HK$3,116,000 (2006:
loss of around HK$5,708,000) and on the weighted average
of 369,107,877 (2006: 294,159,110) ordinary shares in issue
during the year.
(b) Diluted (loss) per share
No diluted (loss) per share had been presented for 2007 as
the Company's share options and the convertible notes are
anti-dilutive.

No diluted (loss) per share had been presented in 2006 as
the exercise price of the Company's share options was higher
than the average market price of the Company’s shares during
that year and the convertible notes are anti-dilutive.

INNO-TECH HOLDINGS LIMITED E Al 2 R 5 R 2 7

11. AR A RERE AEMS (BR)

PN

ARkERAEARGLGS (BR) BEER

3,384,000 T (ZZZF/F : [F5186,451,00078
T0) ERMAR R Z AT RR R IE

12. 8% (&i8)

(a) ERER (5#8)
HE_ZTHE=-A=+-—BHULEEZS
R EA (B51R) THIRA R el B ATE(L
E518493,116,00078 7T (ZZ T NF BB
5,708,000 7T) R FAE 7L @A Z N
R E369,107,877I (—BEZ N4
294,159,1100%) 5t &-

(b) SR#E=E (B5iB)

HIA R BRSO X AT R I A R S
e B2 — ST F 2 SREE (B
8-

ARENEZY| —BEXRF 2 SREE (B
18) W TYERA R RREE 2 TR ELZF
EARiy 2 FAmERERAIBRKRRRAR
BEIER -
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13. Property, Plant and Equipment 13. % -BERXE
The Group
Ly 3]
Leasehold Furniture Motor
Buildings improvements  and fixtures  Equipment vehicle Total
BT HENERE BHREE B4 RE @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TERT TAL TERT TAL TAR
Cost: A
At 1 April 2005 R=ZZREFMA—H = 353 528 7117 = 7,998
Additions AR 420 1,424 161 4,109 20 6,134
Wiite-offs s = - - (1,387) - (1,387)
At 31 March 2006 K2 ¥=A=1-H 420 1,777 689 9,839 20 12,745
Additions AE - - 31 3,971 - 4,002
Write-offs i - (353) (172) (2,397) (20) 29492)
Exchange realignment ERAE = = = 9 = 9
At 31 March 2007 RZZ2Z2+#=A=1-H 420 1,424 548 11,422 = 13,814
Accumulated depreciation Rt FEREfHE:
and impairments:
At 1 April 2005 R=ZZREFMA—H = 353 239 1914 = 2,506
Charge for the year FRZH 2 166 125 1478 1776
Witten back on write-offs pgizizcdEl - - - (1) - (1)
At 31 March 2006 K2 ¥=A=1-H 2 519 364 2,481 5 3371
Charge for the year AEESH 8 285 75 2,736 4 3,108
Wiitten back on write-offs pgizizcdEl - (353) (154) (1,679) 9) (2,195)
Exchange realignment ERAE = = = 2 = 2
At 31 March 2007 RZZ2Z2+#=A=1-H 10 451 285 3,540 = 4286
Net book value: fREFE:
At 31 March 2007 RZEE+E=F=1—H 410 973 263 7,882 = 9,528
At 31 March 2006 RZEERE=R=1—H 418 1,258 325 7358 15 9,374

The Group's buildings are located in Hong Kong under long term
lease and the Group has pledged buildings having a carrying value
of approximately HK$410,000 (2006: HK$418,000) to secure
banking facilities granted to the Group.

Annual Report 06/07F 5

AEBZEFHURES RERPHEERE K
EEEBERMmMEL410,0008 7T (
418,000/87T) ZEFIEAAEEERIRITEEZ

il

—ETNE:



NOTES TO THE FINANCIAL STATEMENTS &/ 75 3% 3% Ff &

14. Prepaid Lease Payments 14. ENHERIEA
The Group's prepaid lease payments represent prepaid lease AEEZANEERBEEARBHEEREZES
payments on leasehold land in Hong Kong held under long lease HE 302 FENEE IR M HAREFHE D T 40
and their net carrying value are analysed as follows: T
The Group
REE
2007 2006
—EELEF —EERF
HK$'000 HK$'000
FET FHET
Cost: RAN:
At 1 April REA—H =
Additions NE 5,770
At 31 March R=R=+—H 5,770
Release: e
At 1 April REA—H =
Release for the year REEHE 2
At 31 March R=A=+—H 2
Net carrying value: R FHE :
At 31 March R=A=+—H 5,768
The Group has pledged the prepaid lease payments on leasehold AEEE EEEELS5,761,0008 7T (ZEE X
land with carrying amount of approximately HK$5,761,000 (2006: %:5,768,000/&7T) < HE T TR ERKIEE
HK$5,768,000) to secure banking facilities granted to the Group. REASERERBITEE 2B
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15. Intangible Assets 15. B &E
The Group
EE
Patents and Computer
trademarks software Total
A REE BB st
HK$'000 HK$'000 HK$'000
FHET FHET FHET
Cost: AR
At 1 April 2005 RZZETRFWMA—H 4,300 33,905 38,205
Additions NE - 13,230 13,230
Written-offs i sH - (16,002) (16,002)
At 31 March 2006 RZZEERF=A=+—H 4,300 31,133 35,433
Additions NE = 8,902 8,902
At 31 March 2007 R-ZE+F=A=+—H 4,300 40,035 44,335
Accumulated amortisation: Aoty
At 1 April 2005 RZZEZTRFWMA—H 119 12,081 12,200
Charge for the year FAXH 287 8,141 8,428
Written back on write-offs i I 8¢ [o] - (10,955) (10,955)
At 31 March 2006 RZZEERF=A=+—H 406 9,267 9,673
Charge for the year FAXH 287 6,755 7,042
At 31 March 2007 R-ZE+F=A=+—H 693 16,022 16,715
Net book value: BRER{E:
At 31 March 2007 R_ZEZE+F=A=+—H 3,607 24,013 27,620
At 31 March 2006 R_ZEZEF=A=+—H 3,894 21,866 25,760

Amortisation of HK$7,042,000 (2006: HK$8,428,000) is included
in the cost of sales in the consolidated income statement.
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NOTES TO THE FINANCIAL STATEMENTS &/ 75 3% 3% Ff &

16. Interest in Subsidiaries 16. RMfB AT R

The Company
ARF
2007 2006
—EBLEF —ETRF
HK$'000 HK$'000
FTHET THET

Unlisted shares, at cost FE_ETRR D R A 5,925 5,925

The following list contains the particulars of subsidiaries which TEREEHASE XE BENBBERTE
affected the results, assets or liabilities of the Group. The class of Z B RRZ FI1F BRIES G BRIFTER %D
shares held is ordinary unless otherwise stated. BRI RE R
Percentage of equity
REBDL
Group's  Held by Particulars
effective the Heldby  of issued/ Principal activity and
Place of interest  Company subsidiary registered capital place of operations
Name of Company incorporation 5@z HBAAE HWEAR  BEf/ TEEHR
DRER AR L b2 BRER B B BREBRAHE BEw
Cyberliving Holdings Limited British Virgin Islands ~ 100% 100% = 14,000 shares of Investment holding in
BREBERERAT ("BVI") US$1 each Hong Kong and BVI
RBEIES 14000BERAE ~ REAREBRLES
([RBRLHE]) 1572 Rt REER
Cyberliving (Hong Kong) Hong Kong 100% = 100% 4 shares of Leasing of office premises
Co Limited BE HK$1 each in Hong Kong
BREE (BE) BRAT 4REREE REBRERAENE
1B R
Apbus Technology International ~ Hong Kong 100% = 100% 6 shares of Provision of management
Limited* 60 HK$1 each and maintenance of
ZERRBERERAT elEREE network services
VBT ZRin in Hong Kong
REBREBEEER
HER%
Cyberworks Technology Hong Kong 100% = 100% 4 shares of Provision of systems design
Limited 60 HK$1 each and integration services
RREEEEERAA AREREE in Hong Kong
ywd ) REBREERR R
BaRY
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16. Interest in Subsidiaries (continued) 16. AME AR 2% @
Percentage of equity
BREBDL
Group’s  Held by Particulars
effective the Heldby of issued/ Principal activity and
Place of interest Company subsidiary  registered capital place of operations
Name of Company incorporation 5@z ABXAR HWEAR BREf/ TEEBR
DRER R AR L .2 BRER 2] 2] BRRARE BEw
Cyberweb Services Limited Hong Kong 100% - 100% 4 shares of Provision of e-commerce
RREBRBERAR 0 HK$1 each senvices in Hong Kong
ARBIREE REBRUETHERE
BT RAD
New Conqueror Holdings BVI 100% - 100% 1 share of Investment holding in the
Limited RERAEE US$1 each People's Republic of
1RERAE China (the "PRC")
[ESWwAi ) R ARLAME ([hE])
ETREER
EEIRa A5 ORY) BBAGF  The PRC 100% = 100% HK$1,000,000 Development, production
f 1,000,000 7T and sales of intelligent

automation and control

systems in the PRC
RABERE FEREE

BE A RIEHI RS

Digi Hospital Limited Hong Kong 55% - 55% 100 shares of Trading of SAP software
BB HK$1 each in the PRC
1005 R EE RPEEESAPE
1Bz R
*  Formerly known as Cyberinfo Management Limited & FIBRARAUBEREFRL A
#  Wholly owned foreign enterprises established in the PRC not audited by PCP #  RHABERKTZ RINEDE WHHEEELBTHF
CPA Limited BHBERA AIFEE
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17. Interest in Associates 17. REEE N T 2 RS
The Group The Company
AEH b /NE

2007 2006 2007 2006
—zets MRV -—sTis LU
HK$'000 HK$'000 HK$'000 HK$'000
FH T T TR

Unlisted shares, at cost FELTRG  #2 AN
Share of net assets of associates: BTSN A EEFE:
Balance as at 1 April RIA—H 2z #Eek
Share of losses of associates BEBE R RER
— Share of losses before tax — BT ATE R
— Share of tax expenses — BT
Balance as at 31 March R=ZA=+—Bz&#H
The particulars of the company's associates, all of which are unlisted RRRHERT (FRELETARAR) 2&FI5E
and limited liability companies, are set out as follows: HIEA
Details of the Group's interest in associates are as follows: REENIEE R R 2 R IEHIN AT :
Percentage of equity
REEAL
Group’s  Held by Particulars
Form of effective the Heldby  of issued Principal activity and
business Place of interest  Company subsidiary capital place of operations
Name of Company structure incorporation ~ A%Ez AALE HMEAR BRT TEEBR
RAER RRERA  ERRIE BRED #E BE BRAzfE BEnd
Grace Pond Limited* Incorporated Hong Kong 49% - 49% 1,000 shares of Provision of software
i i HK$1 each application consultancy
1,000k AR E(E services in Hong Kong
1T 2R RER AT R A AR
General Win Limited* Incorporated Hong Kong 49% - 49% 1,000 shares of Provision of software
i i HK$1 each application consultancy
1,000 AR E(E services in Hong Kong
1T 2R RER AT R A AR
Pro-Innovative Holdings  Incorporated BVI 49% 49% - 1,000 shares of Investment holding
Limited* Bl RBRAES US$1 each in Hong Kong
1,000 &R EfE RERETRER
[Ewd )
% Companies not audited by PCP CPA Limited & ZERAIFAEREK DN FB AT AR AIg
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17. Interest in Associates (continued) 17. ABE R TR 2% @
Summary financial information on associates: HE N R BRI E:
The Group
REE
2006
S AN
HK$'000
THET
Assets BE 11,409
Liabilities afE 722
Revenues WA 1,550
Loss after tax BB 518 (1,196)
18. Interest in Jointly Controlled Entity 18. AHEEFHIER 2 S
The Group
REE
2006
—EERE
HK$'000 HK$'000
THET TET
Share of net assets of jointly controlled entity BhHREGEREETFE =
Note: The Group's share of losses exceeds the carrying amounts of the jointly Biat: AN B EMG 2 BIRRBZ ARG R REE:
controlled entity, the carrying amount is reduced to nil. AfREEEHRES.
Details of the Group's interest in jointly controlled entity are as REBNLRZEHERE 2 ERFIERIINAT
follows:
Percentage of equity
RERDL
Group’s  Held by Particulars
Form of effective the Heldby  of issued Principal activity and
business Place of interest  Company subsidiary capital place of operations
Name of Company  structure incorporation ~ A%Ez AALE HHEAR BRT TEEBR
NRER ERRERA AR BRER B’E %A BAFE gehy
Parentech China Limited ~ Incorporated Hong Kong 50% - 50% 2 shares of Distribution of the Nature's
PEBE (FE)BERAR R &R HK$1 each Cradle Products in the PRC
WkBREE TARE 5 #Nature's Cradle

1ETZRS Em
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18. Interest in Jointly Controlled Entity (continued)

Summary financial information on jointly controlled entities related

to the Group's interests:

NOTES TO THE FINANCIAL STATEMENTS &/ 75 3% 3% Ff &

18. RHEIEFER - ERE @
EAREBRSEE 2 LRIEHIE G T8 B
EHl ¢

2007 2006

—zety [EEEEYE

HK$'000 HK$'000

FET FHET

Current liabilities nBEE 92 91
Income WA p) -
Expenses sz @
Loss for the year REEEE (1) @)

19. Inventories 19. 7§
The Group
EHE

2006

—ETRF

HK$'000

FHET

Finished goods BURK SR 6,624
Work in progress K 139
Raw materials R 96
Spares and consumables A m KB m 2,059
8918

Included in finished goods are inventories at cost of HK$Nil (2006:
HK$5,098,000), stated net of provision, in order to state these
inventories at the lower of their cost and estimated net realisable
value. As at 31 March 2007, there were inventories at cost of HK$Nil

(2006: HK$3,902,400) held under finance leases.

BEMBIERAEATSBT(ZEENF:
5,098,000 7T) IR EBE R IR 2 FE  LAIRZ
EEEZHRAE RS AT EEFEZREET
BR-RN T+ HF=FA=+—H L@EHREEHE
ZHEERAATET (ZZEZ/NF 3,902,400
JT) °
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20. Accounts Receivables 20. ERERFX
The Group
&M

2007 2006
—EELEF —ETREF
HK$'000 HK$'000
FExT FET
Trade receivables B 5 R EIE 40,002 39,795
Receivable from a jointly controlled entity FEN — R ARG B 8B FIR 92 86
Receivables from associates FE U Bk 5 X B FRIE 69 13
39,894

The Group's policy is to allow credit periods of one to three months REE R4

to its trade customers. The following is an aging analysis of trade

receivables at the balance sheet date.

TRESEFP—==EARFEH-
BIRBRFNEE R 2R DT T e

Current
Aged over 1 month but less than 3 months
Aged over 3 months

2007 2006

Iy ===

HK$'000 HK$'000

F7 T8

BNER 8,286 14,979
Hie—EAEIR=(EA 5,226 13,285
A =1E A 26,490 11,531
40,002 39,795

The directors consider that the carrying amounts of accounts

receivables approximate their fair values.

The carrying amount of accounts receivables are all denominated

in Hong Kong dollars.
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21. Pledged Deposits

NOTES TO THE FINANCIAL STATEMENTS &/ 75 3% 3% Ff &

21. B FER

The Group The Company
REE QT

2007 2006 2007 2006

2R el —ZTCF ey

HK$°000 HK$'000 HK$°000 HK$'000

FHET TET THET THET

Bank deposits pledged against ERRITIEEEMA
banking facilities ZSRITIER
The effective interest rate on bank deposits for the Group was 3.36% REBERTERZ BERFNEFII6E (ZEER
(2006: 2.29%). F:2298) -
22. Cash and Cash Equivalents 2. RERASEEY
The Group The Company
REE EAT
2007 2006
2z QRN T
HK$°000 HK$'000 HK$°000 HK$'000
FTET FET TER FET
Cash at bank and in hand IRITAER KR ®

Cash and cash equivalents
in the balance sheet
Bank overdrafts (note 24)

IINEERBRZ
RITEX (Hat24)

Cash and cash equivalents in
the consolidated cash flow
statement

JIREERRERER
ZRe R eE
E"

(17,893)

INNO-TECH HOLDINGS LIMITED [ £l # % 5 R 2 7 77



NOTES TO THE FINANCIAL STATEMENTS 5/ 78 3% % Fff

22. Cash and Cash Equivalents (continued)
Included in cash and cash equivalents in the balance sheet are the
following amounts denominated in a currency other than the
functional currency of the entity to which they relate:

RMB AR
usb ETT

23. Disposal of Subsidiaries

The Group had disposed its subsidiaries, Ying Wai Trading Limited
and Leading Pro Trading Limited during the year. The aggregated
net assets of Ying Wai Trading Limited and Leading Pro Trading
Limited at the date of disposal were approximately HK$10,000,
the disposal were satisfied by cash of HK$16 with a (loss) on

disposal of approximately HK$10,000.
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2.BERALEEBY @
BEABERAZRE MRS EEMBIEATIRE
BRI EE NGB &5

The Group The Company
REE RRF]
2007 2006 2007 2006
2R bl —ZT LT s
HK$'000 HK$'000 HK$'000 HK$'000
FHET TET THET TET

46
1

47

23. LEKHE L H
REBREF A HE HKHTE 2 FlYing Wai Trading
Limited % Leading Pro Trading Limited ° IAH & 2
H - Ying Wai Trading Limited &2 Leading Pro Trading
Limited#) & 2= 3B A $£410,000/8 7T HEL A
BEXH16/87T WKSF HE (B18) £10,000%
o



24. Bank Loans and Overdrafts
At 31 March 2007, the bank loans and overdrafts were repayable

NOTES TO THE FINANCIAL STATEMENTS &/ 75 3% 3% Ff &

24. SRITERREX
RZZEZTLFE=A=+—RH RITEXREZIE
BEBERIT:

The Group The Company
rEH PN

2007 2006 2007 2006

—zzts QREEyNdl —szis QEELAC

as follows:

Non-current FEFRE
Bank loans RITER
Current RE
Bank overdrafts RITEX
Bank loans RITER
Total s
Secured [z
Bank overdrafts RITBEX
Bank loans RITER

The banking overdraft facility and the bank loans are secured by
the Group’s time deposits of HK$13,000,000 (2006:
HK$25,000,000) as at 31 March 2007.

The directors, Ms. Wong Yuen Yee, Mr. Wong Yao Wing, Robert and
Mr. Wong Kwok Sing have provided personal guarantee for bank
loan and overdraft facilities to the extent of HK$24,040,000 (2006:
HK$64,300,000) granted to the Group and the Company.

HK$'000 HK$'000 HK$°000 HK$'000

FTET TAET

The Group The Company
REE QT
2007 2006 2007 2006

—zzts QREEyNdl —szts QEELA
HK$'000 HK$'000 HK$°000 HK$'000

FET TAT FTET TAET

4,998
14,960

19,958

R+ F=A=+—H RITEERER
SRITE R TIAKREEE 13,000,000/ 7T (ZTE X
£ :25,000,000787T) 2 FE BT R

EEEMAL T EhELERERBLEES
AEE RN CER 2 RITER KBS AR
#£24,040,0007 7T (ZEE /N4 164,300,000
7) BRZ EAER-
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24. Bank Loans and Overdrafts (continued)
The maturity of borrowings is as follows:

Within 1 year R—FRA
Between 1 and 2 years —FEMF
Between 2 and 5 years MEERF
Wholly repayable within 5 years REFRBEER
Over 5 years BT

The effective interest rates were as follows:

24. BITERREX @
EEZEEHANT:

Bank loans and overdrafts
RITERREX

The Group The Company
rEE

AT

2007 2006 2007 2006
TERLE bl —TTHF kb
HK$'000 HK$'000 HK$'000 HK$'000

FTET TAT FTET TAETT

16,146
121
411

16,678

3,280

ERFELT

Bank overdrafts RITBEX
Bank loans RITE

The directors consider that the carrying amounts of borrowings
approximate their fair values.

The carrying amounts of the borrowings are denominated in Hong
Kong dollars.
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25.

26.

217.

Trade Payables, Accrued Expenses and Other

NOTES TO THE FINANCIAL STATEMENTS &/ 75 3% 3% Ff &

25. EZRMNRFC B BARAEMEN

Payables I
The Group
r&EE
2007 2006
—BEtLF —EERF
HK$'000 HK$'000
FExT FET
Trade payables B SRR 175 540
Amount due to a related company JERN —REAE R R RIA 1,493 1,493

Accrued expenses and other payables JEET 2 R R E b FE T RR A 10,636 10,465

12,304 12,498

At 31st March 2006 and 2007, the aging of the trade payables
were over 3 months. The amount due to a related company is
non-trade in nature.

The carrying amount of trade and other payables are all denominated
in Hong Kong dollars.

Other Loan

Other loans are unsecured, bearing interest at rate of 13% per
annum and repayable within 12 months from the balance sheet
date.

RIBERFR_ZEZLF=A=+—RHEH
e BRI AR BB (A A - BN —REE R R
RERAE ERFES-

B 5 R EAMBNFIAZ REESAETTIIE.

26. HhEX
HERAEEE RENRI3EE ARG
EHE12ELREE-

Bills Payable 27. EHRE
An aging analysis of the bills payable is as follows: JENEE 2 BRie DI T :
The Group
REHE

2007 2006
—EELF —TERE
HK$'000 HK$'000
FET FHET
Current BN EA 988 -
Aged over 1 month but less than 3 months BeE—EARIN=EA - 1,953
Aged over 3 months BiBE=M@A 982 3,013

1,970 4,966
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28. Obligations under Finance Leases

29

82

2007
“BRLE

Present Interest

value of the expense

minimum relating

lease to future

payments periods

RIEHE A&

NRERE FSXH

HK$'000 HK$'000

TERL TERL

Within 1 year —£R

After 1 year but within 2 years ~ —F&ERER
After 2 years but within 5 years ME&ERER

During the year, all finance leases obligations have been fully settled.
No lease obligations as at 31 March 2007 are secured by property,
plant and equipment and inventories (2006: net book value of
HK$1,199,000 and HK$1,500,000, respectively.)

Retirement Benefits

The Group operates a Mandatory Provident Fund Scheme (“the
MPF scheme"”) under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for employees employed under the Hong Kong
Employment Ordinance. The MPF scheme is a defined contribution
retirement scheme administered by independent trustees with their
assets held separately from those of the Group. The Group
participates in a Mandatory Provident Fund ("MPF"), managed by
independently approved MPF trustees. Under the MPF scheme,
the employer and its employees are each required to make
contributions to the scheme at 5% of the employees' relevant
income, subject to a cap of monthly relevant income of HK$20,000.
Contributions to the scheme vest immediately.
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28. BIEHEAE
The Group
rEE
2006
ZETF

Present Interest
0151 value of the expense Total
minimum minimum relating minimum
lease lease to future lease
payments payments periods payments
RIEHE REEE B Hf REHE
NRELY EEpE MEXH R
HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR
814 10 824
814 10 824

FER ARMEREAREREEN R+
F=ZRA=+—H BEUDE BEREEART
EEAHERAE IR (CTS AT REFED
B1/1,199,0007% 7T K& 1,500,000/ 7T ) ©

29. EKER

AEBMRBEEBATERESHEEN BIEE
BEBEOIERZ EEHTANEQATESE
([BESEE]) - RESHE BHBILETA
TR FREHFGRRAE HEERAEREE
AEABH - ANEESEZBHIEAES ([RE
©]) BB RAUBESLETATE - RERES
AEEEREERESHAREEEBKRAZ
503K - BRI A LR &5 A 20,0008 7T - 51 &
ZHER—EIEHEBEREEFE-
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30. Current and Deferred Taxation 30. NEA IR E
The Group
r&EE
2007 2006
—EELF ZETRF
HK$'000 HK$'000
FExT FET
(a) Current taxation in the consolidated () EHEEBEBERZ
balance sheet represents: EATIEE -

Provision for Hong Kong Profits Tax for REFRBNESTEE

the year 571
Balance of Profits Tax provision relating BEFE 2 NS BELEER

to prior years 671

1,242
(b) Deferred tax liabilities recognised: (b) CERZFEHFEERE:
The components of deferred tax liabilities recognised in the RAFE EREAEERBRANERZE
consolidated balance sheet and the movements during the R BB AERE D MBI T
year are as follows:
Accelerated
Depreciation
allowances
nETE A
HK$'000
FET
Deferred tax liabilities arising from: B RREELS:
At 1 April 2005 RZZTZERFMA—H 4,334
Charged to consolidated income statement Wir&BmRANTIR (F79)

(note 9) 165
At 31 March 2006 R-EZEF=A=+—H 4,499
Charged to consolidated income statement Wir&BamRAHR (F79)

(note 9) 477
At 31 March 2007 R-ZFZTLE=A=1—H 4,976
The Group has not recognised net deferred tax assets in respect FR PR TRBI AR S0 A 2ROIR - i A 5= [ 0 4%
of tax losses of HK$1,133,000 (2006: HK$1,019,000) due P IBEIE1,133,0008 L (ZEZTRF:
to the unpredictability of future profit stream. The tax losses 1,019,000/ 7T) MERIELEFIIE A & F(E 1R
do not expire under current tax legislation. BRADE REBETSER-
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31. Convertible Notes

(a)

(b)

84

HK$8 million Convertible Notes due 2006 (the
“2003 Notes”)

On 24 September 2003, the Company issued 3-year HK$8
million unsecured convertible notes bearing interest at 7.5%
per annum payable quarterly in arrears of each year.
Subsequent to share consolidation on 7 February 2006,
holders of the 2003 Notes have the option to convert the
notes into ordinary shares of the Company of HK$0.02 each
at a conversion price of HK$0.4, subject to adjustments in
accordance with the terms in the instrument constituting the
convertible notes, at any time six months after 24 September
2003 up to the maturity date, 24 September 2006. Unless
previously redeemed and cancelled, the notes will be
redeemed at 116.5% of its principal amount on the maturity
date.

The interest charged for the year is calculated using the
effective interest method by applying the effective interest
rate of 13.5% to the liability component.

The 2003 Notes were fully redeemed during the year.

HK$6.3 million Convertible Notes due 2008 (the
“2005 Notes”)

On 12 August 2005, the Company issued 3-year HK$6.3
million unsecured convertible notes bearing interest at 7.5%
per annum payable quarterly in arrears of each year.
Subsequent to a share consolidation on 7 February 2006,
holders of the 2005 Notes have the option to convert the
notes into ordinary shares of the Company of HK$0.02 each
at a conversion price of HK$0.1, subject to adjustments in
accordance with the instrument constituting the convertible
notes, at any time nine months after 12 August 2005 up to
the third business day before the maturity date, 7 August 2008.
Unless previously redeemed and cancelled, the notes will be
redeemed at par on the maturity date. During the year, none
of the convertible notes holders exercised their rights of
conversion into the Company’s ordinary shares.

The interest charged for the year is calculated using the

effective interest method by applying the effective interest
rate of 8.5% to the liability component.
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31. TR EE

(a)

(b)

Z—E2EFNF3H,28,000,000E T AT
BEE (ZZZ=FFHE])
R-ZETE=FAA=+MHE ANREZETE
{E8,000,000/8 7T 2 = FF B IK R ] 1R R 52
B 8 AR7E ARNEFIRENTRH
R -ZEEXNE-_ALARNEHE =
TEFERBBEAUERR T =F
NAZT+HARANEAZEZRSHA T
TRNFENA =10 A BRI EE RS E iR 1%0.4
BTz mRER B ATREMBE.02EITZ
ANATE A QAR E AR AT IR IR R
2R GEREL AR BRIEE RN BAEE K
T BRAZERBRRNERBIREASE
2 116.5%§&[2]

FARUYERZ 8T A B R R R B A
K13 5EFE Ut AREESD-

T =FRERERFATEEE -

—E2Z)\F3/H,26,300,000E T Al 2
BEE ((ZZZRFEE])
R-ZEZRENA+-B AQFBITEE
6,300,000 T2z =& HiE KR iR fg =
B 8 AR7E ARNEFIRENTRH
N R-ZEEE_ALARBEHE =
SEHGEERFEAEANEEN_STAF
NA+ZBRNEAZERE=RHBAT =@
BERA T N\FNALHHHEEREE
BiZ0.178 T 2 R (E X R AR EE0.02
BT Z AR R EBAR - MR B PR AL R
IRER 2 XBIEHE L AR -BRIEE R BT
MO R TiH BRIZSEERBNEI B RizE
AEER -RAFE SETRREREE
ATERZEEBLBRKARRLTRR 2
HERo

FAUERZ 8T A B BRI AR B A
K 5EFE Wit ABRERD-



31. Convertible Notes (continued)

The net proceeds received from the issue of the convertible notes
have been splited between the liability element and an equity
component, representing the fair value of the embedded option to

NOTES TO THE FINANCIAL STATEMENTS &/ 75 3% 3% Ff &

31. TEEREE @
BT RTINS IEEEE D ABET S
HERBERERAREERAZ

convert the liability into equity of the Group as follows:

Liability component at the beginning of the year
Nominal value of convertible notes issued,

net of transaction costs
Equity component

Liability component at date of issue
Redemption of convertible bonds (note 31(a))

Interest charged (note 8(a))
Interest paid

Liability component at the end of the year
Less: Amount due within one year shown under

current liabilities

Amount due after one year

KB AFR >
SEERZATE:

The Group and

the Company

AEBMRART
2007 2006
—EELF ZEERF
HK$'000 HK$'000
FTHET THET
RENZ AEHD 15,056 8,429

BERITAMRRIEEE"

HIBRR SR AR 6,130
heNziB) (160)
RETHHZ BB 5,970
B Ol AR ES (Mat31(a)) -
WER 2 7.8 (FfzE8(a)) 1,546
TR ZFLE (889)
REKZaEED 15,056
WA RRBBER—FA

ElE i 8] (8,996)
R—E1& 38 2 58 6,060

The directors estimate the fair values of the liability components of
the convertible notes at 31 March 2007 to be approximately their

carrying values.

Exfhat TRREBRZABROIR_TTLHF
ZAZT - AZRAFENESNEREE.
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32. Share Capital

Authorised: ETE
Ordinary shares of HK$0.02 each BREEC.02BITZ EER

(2006: HK$0.01 each) (ZZT 5 :5RAEE

0.01%7T)

Beginning of the year F4)

Effect of increase in nominal RO EERGAR0.01ETT
value of shares from HK$0.01 EMEGR0.02ETZ
each to HK$0.02 each (note a) & (ffita)

End of year F
Issued and fully paid: BRITRER:
Ordinary shares of HK$0.02 each BREEC.02BITZ EER

(2006: HK$0.01 each) (ZZT 5 :5RAEE

0.01%7T)

Beginning of the year F1

Shares issued under share IR 21317
option scheme i <)

Issuance of shares (note b) BT (Bstb)

Effect of increase in nominal RO EERFR0.01ET
value of shares from HK$0.01 EMEGR0.02ETZ
each to HK$0.02 each (note a) & (ffita)

Shares issued under share IR 2317
option scheme i <)

Issuance of shares (note b) BT (ffzt b)

End of year F

86 Annual Report 06/07F 3R

32. IRA

2007
—eBtE

Number
of shares
RHEE
‘000

TR

5,000,000

5,000,000

335,075

28,000

363,075

363,075

67,000

430,075

2006

—ZTTREF
Nominal Number Nominal
value of shares value
HE Prant ¢! EE
HK$'000 '000 HK$'000
FTER T FET
100,000 10,000,000 100,000
(5,000,000) —
100,000 5,000,000 100,000
544,950 5,450
15,400 154
42,000 420
602,350 6,024
(301,175) =
301,175 6,024
3,900 78
30,000 600
335,075 6,702




32. Share Capital (continued)
The holders of ordinary shares are entitled to receive dividends as
declared from time to time and are entitled to one vote per share
at meetings of the Company. All the ordinary shares rank equally
with regard to Company's residual assets.

Note:

(a)  Pursuant to an ordinary resolution passed at a special general meeting of the
Company held on 6 February 2006, every two issued and unissued shares of
HK$0.01 each were consolidated into one new share of HK$0.02 with effect
from 7 February 2006.

Following the share consolidation becoming effective on 7 February 2006, the
authorised share capital of the Company is HK$100,000,000 divided into
5,000,000,000 shares of HK$0.02 each, of which 301,175,000 shares were
in issue and fully paid.

(b)  On 22 September 2006, the Company allotted and issued 28,000,000 shares
of the Company of HK$0.16 each at consideration of HK$4,480,000. The
excess of the aggregate cash consideration over the nominal value of shares
of HK$3,920,000 was credited to the share premium account of the Company.

On 15 December 2006, the Company allotted and issued 67,000,000 shares
of the Company of HK$0.16 each at consideration of HK$10,720,000. The
excess of the aggregate cash consideration over the nominal value of shares
of HK$9,380,000 was credited to the share premium account of the Company.

All new ordinary shares issued during the year rank pari passu in all respects
with the existing shares.

(c)  Terms of unexpired and unexercised share options at balance sheet date
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32. [RAN @)
TBERIEE AGRER TR 2B N AT AAKR
REBRILEEF R —ERR-FELBER
A RREBEEZ AR S HEme

st

(@ BREARTN-_ZTXREF - AXNBETZERESIX
BEBTBRER SMREREECIETLZE
BT RARBTRAD & H A EMREE.02/E T ZH X
B BZETRF-ALBERERER

REZZERFZALBRMEHERE RNRBZE
TE AR 7K 4% 100,000,000 7T 93 45,000,000,000 48 &
fRE{E0.02/8 T 2 kD EH301,175,0000K B 31T
R

by REZZZEXRFNA=+=H EAARIEN(ES480,000
7S T BC % 12 %£1728,000,000% FAX FI{EO. 1675 7T 2
AARKRH -BRESREBERNEEZ FH
3,920,000/ LB 5T AR B i B AR
RZETEAF+_A+HA KARAKRKE
10,720,000 7T Ec 2% [ 31767,000,000 3% &A% E (&
0.16BTTZ AARRM -BESABRLERMHEEZ
649,380,000/ T E 5T AR A IR H B AR

RAFEEITZ 2 EBRERERNERETE
FHRS RS-

(© MEE BRI RARITEREME 2 F 8-

Exercise price

after share

consolidation
Exercise period BRBEHHE 2007 2006
T8 ZiTfEE —BELF ZETRE
Number Number
B B
5 July 2002 to 4 July 2012 —TE_F+ARAE-_T——_F+tAWNA HK$0.2878 7T 22,320,000 22,320,000
6 January 2004 to 5 January 2014 —EEMNE—-AABE-_Z-NFE—AHA HK$0.2278 7T 16,660,000 16,660,000
20 September 2005 to 19 September 2015 —ZZAFNA-FTHE-T—AFNAATNE  HKS0.114ET 17,000,000 17,000,000
55,980,000 55,980,000

Each option entitles the holder to subscribe for one ordinary share
in the Company. Further details of these options are set out in note
33 to the financial statements.
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SNERERTHE ARMNARBEARR R
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330
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33. Share Option Schemes
The Company adopted a share option scheme on 5 July 2002
whereby any employees (whether or not full-time or part-time)
and any consultant or adviser who, at the sole discretion of the
board, subject to the terms of the share option scheme, contributed
to the Group, may be granted options to subscribe for shares in
the Company.

The maximum number of shares in respect of which options may
be granted under the schemes must not exceed 10% of the shares
in issue.

(i) Pre-1PO Share Option Scheme
Pursuant to the Pre-IPO option scheme adopted by the
Company on 5 July 2002 (the “Pre-IPO Share Option
Scheme"), the principal terms of which were set out in the
Prospectus, options were granted to the grantees to subscribe
for shares in the Company.

The following share options with an exercise period from 5 July
2002 to 4 July 2012 were outstanding under the Pre-IPO
Share Option Scheme during the year:

33. fBIRfERT &
ARRR-_EZ _F+ AR ARG —IREBIREST
g Bt E RS (T2 BB MRS
BERER (EBRET B2 R hESER
RBERAREAKEEMARE) R REBK
RARBAR B

REZ ST RO ZBREMSEBRNEE &

5T

0]

SHEEEETRMD Z10% °

EPNEE T G R
REARTR-_ZZT_F+ AR BEANE
RARERATERAE S ([ERARAER
AR 8 HXBRHRREARERE
1) ARBAAER AR HBEREARBAR
GIEEGE

FRREE NS FASRATBE 8 M ARTT
F R ((TEsRR — T - F+ ARA
2T ——FtAmMA) T

Number of share options granted on 5 July 2002
R-IZZ-FLARARHZBREHR

Name or category At 1 April Granted  Exercised  Cancelled Lapsed At 31 March
of participant 2006 during during during during 2007
SRENS RZZERE the year the year the year theyear R=ZZT+F
R mA—H FRBL ERTHE EREH ER%A¥ =A=1+-A
HK$ HK$
BT BT
Exercise price per share RIRGAE GHE 2 0.28 0.28
after share consolidation ~ ERf7{#(E
Executive directors: WITES:
Ms. Wong Yuen Yee 'ERT T 2,400,000 - - - - 2,400,000
Mr. Wong Kwok Sing BEELE 2,400,000 - - - - 2,400,000
Mr. Wong Yao Wing, Robert  E#h5&5%4 2,400,000 - - - - 2,400,000
Mr. Lam Siu San MRS & 2,400,000 - - - - 2,400,000
9,600,000 = = = = 9,600,000
Senior management BREEE 4,800,000 - - - - 4,800,000
Other employees HiiEg 7,920,000 - - - - 7,920,000
22,320,000 = = = - 22,320,000
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33. Share Option Schemes (continued)
(ii) Post-IPO Share Option Scheme

Pursuant to a written resolution passed by the sole shareholder
of the Company on 5 July 2002, the Company adopted the
Post-IPO share option scheme, the principal terms of which
are set out in the section headed “Share Option Schemes” in
Appendix IV of the Prospectus. Options were granted by the
Company under the Post-IPO Share Option Scheme on 6
January 2004.

The following share options with an exercise period from 6
January 2004 to 5 January 2014 were outstanding under the
Post-IPO Share Option Scheme during the year:
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33. BEBERERE @

(i) ERAREREBRETE

RBARRE—ERN -_ZZ_F+ARA
BBNEIMRARR ARRRMERAHE
BiRfER R 8 E X R IFRERNERER
BeRP [RE AT 8] —fi-R —FTMF—
ARB AREIRBEERAR SRR BRE

At &R B AR

FAREERAFERRBEREEIHARIT
e B (TS m —ZETMF—AKXE

E-FE-NE-ARH)MAT:

Number of share options granted on 6 January 2004

REZZNE-AXEREZEREHE

Name or category At 1 April Granted  Exercised  Cancelled Lapsed At 31 March
of participant 2006 during during during during 2007
SRENE R-BEXE the year the year the year theyear R=ZZT+F
EE=E] mA—H FREL ERTHE EREH FR%¥ =A=t+-A
HK$ HK$
BT BT
Exercise price per share RRGAE GHE 2 0.22 0.22
after share consolidation ~ BRf7{#(E
Executive directors: WITES:
Ms. Wong Yuen Yee BERZLLT 2,378,500 - - - = 2,378,500
Mr. Wong Kwok Sing BEELE 2,378,500 - - - - 2,378,500
Mr. Wong Yao Wing, Robert ~ E#h&5%4 2,378,500 - - - - 2,378,500
Mr. Lam Siu San MIKE & 2,378,500 - - - = 2,378,500
9,514,000 = = = = 9,514,000
Senior management SREEE 2,378,500 - - - - 2,378,500
Other employees EfiEg 4,767,500 - - - - 4,767,500
16,660,000 = = = - 16,660,000

(iii) Post-1PO Share Option Scheme

Pursuant to a written resolution passed by the sole shareholder
of the Company on 5 July 2002, the Company adopted the
Post-IPO share option scheme, the principal terms of which
are set out in the section headed “Share Option Schemes” in
Appendix IV of the Prospectus. Options were granted by the
Company under the Post-IPO Share Option Scheme on 20
September 2005.
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(i) ERAREREBRETE

REBARRE—ERN -_ZZ_F+ARA
BBZEMRRR ARRRMERAFRE
BiRfER R 8 E X R IFRERNERER
BERP [RE A iERT 8] —Ei-ARBR T
AFENA-TEREBEERAFHERRBIE

At &R B AR
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33. Share Option Schemes (continued)
(iii) Post-1PO Share Option Scheme (continued)

90

The following share options with an exercise period from 20
September 2005 to 19 September 2015 were outstanding
under the Post-IPO Share Option Scheme during the year:

33. BEREE @

(i) ERARASEREERETS @
FAREERAFERREREEIHARTT
EZBiE ((TRPHa —ETRF A+
BE_Z-RFAATAR)AT:

Number of share options granted on 20 September 2005

R-BEIFAA-THREZBRERE

Name or category At 1 April Granted  Exercised  Cancelled Lapsed At 31 March
of participant 2006 during during during during 2007
SRENS RZZERE the year the year the year theyear R=ZT+F
EEV] mA-A FRii ERTHE EREH ER%A¥ =A=1+-A
HK$ HK$
BT BT
Exercise price per share RRGE GHE 2 0.114 0.114
after share consolidation ~ &RATHEE
Executive directors: WITES:
Ms. Wong Yuen Yee EMRLL 2,900,000 = = = 2,900,000
Mr. Wong Kwok Sing G 2,900,000 = = = 2,900,000
Mr. Wong Yao Wing, Robert ~ &#&EE 2,900,000 = = = 2,900,000
Mr. Lam Siu San Mokg s 2,900,000 = = = 2,900,000
11,600,000 = = - 11,600,000
Senior management BREEE 750,000 - - - 750,000
Other employees HitEg 4,650,000 - - - 4,650,000
17,000,000 = = - 17,000,000

The fair value of the options granted on 20 September 2005
determined using the Binomial Option Pricing Model was
HK$2,459,600. The significant inputs and assumptions to the
model were as follows:

Stock assets price HK$0.055
Exercise price HK$0.057
Expected volatility 107%
Expected life 5 years
Risk free interest rate 4.012%
Expected dividend yield 0%

Expected volatility was determined by using the historical
volatility of the Company's share price over the previous 90
days.

The Binomial Option Pricing Model requires the input of highly
subjective assumptions, including the volatility of share price.
Any changes in subjective input assumptions can materially
affect the fair value estimate.
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34. Reserves 34. {#1&
(a) The Group (a) &EE
Share  Convertible Capital
option notes redemption
Share  reserve  reserve Contributed  reserve  Exchange  Retained
premium RRE AR surplus  BARE  reserve profits Total
RitsE R FERE  AAEH BE  EXRE  REEA it
HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TR TEL TiEx T TiEL TR T
Balance at 1 April 2005, as restated RZZEREMA-AZ
4 55 15370 - 29 5625 13 - 1956 40882
Loss for the year TEEER - - - - - - (5,708) (5,708)
Issuance of share and exercising options ~ HAIRA RiTERRE 8,170 - - - - - - 8,170
Shares issuance costs RhETER (93) - - - - - - (93)
Transfer to share premium upon fifEREREEE
exercise of share options fhin&fE 998 (998) - - - - - -
Recognition of equity component BATBREE 2K
of convertible notes, net of 35 NBRAHA
transaction costs - - 160 - - - - 160
Recognition of share-based payment AIRHAERE 2
a expenses BRY - 2,460 - - - - - 2,460
Balance at 31 March 2006 RIBENE
“R=t-HE# 24,445 1,462 447 5625 43 = 13,854 45871
Loss for the year TEEER = - - - - - (3,116) (3,116)
Issuance of ordinary share capital KRRk 13,300 - - - - - - 13,300
Shares issuance costs RhETER (412) - - - - - - (472)
Exchange difference on consolidation FaREZENER - - - - - (34) - (34)
De-recognition of equity componentof  SIRERMRRTEZ
convertible notes, net of ransaction cost A HIBRFHA - - (282) - - - 282 -
Balance at 31 March 2007 RZFELF
ZRTt-AZEH 37273 1462 160 5625 13 (34) 100 55509

The share issuance costs were written off against the share

premium account.

Included in retained profits is an accumulated losses of
HK$1,580,000 (2006: HK$750,000), attributable to associates

and jointly controlled entity.

The application of the share premium account and capital
redemption reserve is governed by Bye-Law 140(A) of the
Company's Bye-Law and the Companies Act 1981 of Bermuda

(“Companies Act").

Pursuant to the Reorganisation as set out in the prospectus,

Bfn 31T ERERBO S ERR M

RERFIE N2 ARFTEIE1,580,0007%8
T (ZZT N :750,000/87T) 5% B HIAE )
BN T R —RARE T 2 FE(G KA

B aBERERAELDFEZEAEA

RNRIZARE140AN)ERBERE—NN\—
FRRVE([ARIE]) BB o

RIBEREEMABE ARBN_FTT—

the Company became the holding company of the Group on
5 July 2002. The excess of the consolidated net assets
represented by the shares acquired over the nominal value of
the shares issued by the Company in exchange under the
Reorganisation was transferred to contributed surplus.
Contributed surplus is available for distribution to shareholders
subject to the provision of section 54 of the Companies Act.
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FLtARARARNER Z R AR RIEE
AR E FTUER D BHREARBRE
FTEs T 2 A2 A EEFERED
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34. Reserves (continued) 34. f#fE @
(b) The Company (b) &AF
Share Convertible Capital
option notes redemption

92

Share teserve
premium e

reserve Contributed teserve Accumulated
Tk suplus  BAEE losses Total

RAEE fE  FERE  AAEB BE  ZiER st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T Titn Tk TR
Balance at 1 April 2005 RZEZREMA-A 28 15,370 = 282 5625 43 (4,878) 16,442
Loss for the year rEREE - - - - - (6,451) (6,451)
Issuance of share and exercising - &7/ {3 k1T (E R E
options 8,170 - - - - - 8,170
Shares issuance costs RARTER (93) - - - - - (93)
Transfer o share premium upon /T EEERERERZR A
exercise of share options afE 998 (998) - - - - -
Recognition of equity component TeAm kR E 2 RA
of convertible notes, net of BH ABRGHA
transaction costs = = 160 = = = 160
Recognition of share-based ~ BRLRAAER Z i A
payment as expenses 35T - 2,460 = = = = 2,460
Balance at 31 March 2006 RZEZ E=A=1-H
pd 24,445 1,462 442 5625 43 (11,329) 20,688
Loss for the year rEREE - - - - - (3,384) (3,384)
Issuance of share ) 13,300 - - - - - 13,300
Share issuance costs RARTER (472) - - - - - (472)
De-recognition of equity RERMARREZ
component of convertible RS RS
notes, net of ransaction costs & - - (282) - - 282 -
Balance at 31 March 2007 RZBZHE=A=1-H
pd 37273 1,462 160 5625 43 (14,431) 30,132
At 31 March 2007, no aggregate amount of reserves available RZZEE+FE=RA=+—H U\EAHKT
for distribution to shareholders of the Company (2006: ARNFRE 2 FERE (ZTTRF T8
HK$NIl). TT)

Pursuant to the Reorganisation as set out in the prospectus,
the Company became the holding company of the Group on
5 July 2002. The excess of the consolidated net assets
represented by the shares acquired over the nominal value of
the shares issued by the Company in exchange under the
Reorganisation was transferred to contributed surplus.
Contributed surplus is available for distribution to shareholders
subject to the provision of section 54 of the Companies Act.
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35. Commitments

(@)

(b)

Operating leases commitment

The Group had total future minimum lease payments under
non-cancellable operating leases in respect of office premises
as follows:
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35. &IE
(a) BEBHFRE
A EE R AT YT A B ER
W Ak REREZEEENT:

2007 2006
S ==
HK$'000 HK$'000
TR T

Within 1 year —FNR
In the second to fifth year inclusive E_FEZERF

682 227
88 113

340

The Group leases a number of properties under operating
leases. The leases typically run for an initial period of one to
two years, with an option to renew the lease when all terms
are renegotiated. None of the leases includes contingent
rentals.

Capital commitments

Capital commitments outstanding at 31 March 2007 not
provided for in the financial statements of the Group were as
follows:

AEERBEEHOBEESEYE-BLH—
ROIF B —EME BHERRRDEES
BRK WEIHTEB KR ERAOL &
BREIREE-

(b) EAKIE
R-ZETHF=ZA=T—AHREEML X
RAEBE SRR BT 2 BEARENT

2007 2006
—BEtLHF —EERF
HK$'000 HK$'000
FET FHET

Contracted but not provided for: BETAME R 1 -
Acquisition of equipment BERE 5,120 4,460
Design of moulds RETHEE 480 -

Interest in a subsidiary NI NG 3 58,968 850

64,568 5,310
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36. Contingent Liabilities

37

94

The Company and a subsidiary of the Group are defendants in a
legal action involving the alleged default payment for one of the
installment payments to the plaintiff. The said subsidiary of the
Group had acquired certain intellectual property in 2004 with
consideration payable by quarterly installments and the Company
is a guarantor.

The plaintiff is claiming for the amount of HK$2,550,000, being
the full remaining balances of the consideration payable to the
plaintiff in June 20086, together with interest thereon and cost. The
Group settled the disputed installment payment as well as the
subsequent installments which were due for repayment from time
to time. The remaining balance of the consideration payable of
HK$1,800,000 to the plaintiff as at 31 March 2007 had already
been included in the Group's consolidated balance sheet.

The directors of the Company, based on legal advice, consider that
the action will remain pending for a while but it can be successfully
defended and therefore no further provision will be required.

Related Party Transactions

The following represents a summary of material transactions during
the year between the Group and related parties identified by the
directors:

36.

317.

HREE

ARBRAEE —RMBERES RERERR
SEP -\ BN ZHR B E AEE
ZHBARR —ETRNERASETARER B
AREASFXN MARBBERAC

FRERES%E82,550,0008 0 BTN — T NF
NARFMREZZ2HREKE ERABM SR
BB AEEDFESFH2 D BREUREE
TREEEZ D HFIB-R_ETLF=A=
+—H8 ENREGZREEE1,800,0008LE
AIAREEGEEEARBR

ARAEERR RBEBER AHFAELRE
M FrER R - MR D F e B A — R
Bime

BELRZ
7B S BB T R A T B
ARSHHENT

2007 2006
—EEtF ZETRF
Note HK$'000 HK$'000
ks FHET FHET
Operating expenses paid BEfEERS 0] 180 338
Consultancy fee paid EfTERE (i) 72 72
Debts assigned to directors HRETEZ 2 EH (i) -
Note: Bt
(i)  The directors, Ms. Wong Yuen Yee, Mr. Lam Shiu San and Mr. Wong Kwok Sing, () EFEEEMRZLT MKBEERFRBEERRAE
paid certain operating expenses on behalf of the Group. B A TEER)
(i)  Consultancy fee paid to Digital Bank Technology Limited, where Mr. Lam Shiu (i) EREIDSERERMS RSN T B ER XA
San is the common director, for the provision of technical support. AR (ML ETABZARIZES)
(i)  The net balances of amount due by the related companies have been assigned (i) BEARERZ CHAERFHECEBTESFENZL

to the directors, Ms. Wong Yuen Yee and Mr. Wong Kwok Sing.
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37. Related Party Transactions (continued)
The directors of the Company are of the opinion that the above
transactions with related parties were conducted on normal
commercial terms and in the ordinary course of business.

Compensation of key management personnel
The remuneration of directors and other members of key
management during the year was as follows:
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37. BEFRZ @
ARAREERE P EEESI 2R 5 TR
AR EEBERIE— R EEETET

FTEEBABZHME
FREEFREBIEERABZMESWT:

2007 2006
S ==
HK$'000 HK$'000
TR T

Basic salary, allowance and other benefits

EAF R REMEF 4,157 4,094

Recognised retirement pension ERRZRRE 70
Share-based payments VAR A7 /3 Bl 2 3% H 1,312
Discretionary bonuses B IEAL 104

5,580

38. Events after Balance Sheet Date

(@

(b)

In April 2007, the Company had completed its acquisition of
56% in the issued capital of a subsidiary namely Autoscale
Resources Limited at a consideration of HK$58,968,000 by
way of allotment of 351,000,000 new shares at a price of
HK$0.168 per share. In addition, the Company had raised its
issued share capital by way of placing of 100,000,000 new
shares at a price of HK$0.168 per share.

In April and May 2007, the Company had received notices
from grantees of share options scheme to exercise their share
options and as a result, 43,349,500 and 1,920,000 new
shares were issued respectively.

38. EERHREER

(@) RZZTZT+FMA ARAZRKBENBA
FJAutoscale Resources Limited 56% 2, 31T
A&7 K {8 458,968,000/8 7T B BIZ B
0.168/8 L 2 (B8 B 3£351,000,000/% %7 A%
S AFe b IN AN R BB B FHR0.168B T2
BHEE 100,000,000 F RS 2 31T
G

(b)) R-ZZTLFWAMAA AREEZEER
R R AITEERE 2B BimD 5
2%1743,349,5000% % 1,920,0000% 1A% °
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38. Events after Balance Sheet Date (continued)

©

(d)

(®)

96

One of the subsidiaries of the Company had entered into a
joint venture agreement in April 2007 with a company (“the
Contractual Party”) for formation of joint venture companies
engaged in investment holding and in the management and
operation of hotels in the PRC in form of leasing, subcontracting
and acquisition of assets or equity interests and lease and
sale. Under the joint venture agreement, the Company's
subsidiary is required to contribute approximately RMB5
million.

In May 2007, one subsidiary of the Company had entered
into a co-operation agreement with China Railway Investment
Holdings in relation to the investment, acquisition, and
management of hotels and hostels in the PRC.

The Company had, however, in May 2007 received
notifications from the Contractual Party that it could not obtain
the required approvals from the PRC regulatory authorities.
The Company has sought clarification from the Contractual
Party and the Company has not received any of the requested
information or reasons or evidence from the Contractual Party
yet.

On 16 May 2007, the Company had completed its placing of
184,884,900 shares from existing shareholders at a price of
HK$1.1 per share and on 25 May 2007, the issued capital of
the Company was raised by subscription of the 184,884,900
new shares from the existing shareholders at a price of HK$1.1
per share.

In May 2007, an associate of the Company had appointed a

consultant to advise for a listing on the over-the-counter Bulletin
Board of the United States of America.
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38. FEHAREE @

©

(d

®

R-ZETLEFMA - ARE— %MT%’&TE@
—RAAE ([FTA77]) AT A & sk LARK
MREREERARAEE 56 RIREE
E‘ﬁzﬂx$ﬁéﬁnﬁﬁiﬁ’§2ﬁﬁt#qﬂl EE&
REBEERBZ LR REAEHH
KRB ZHER A /,\Hjﬁf@/\ﬁ?ﬁ%‘
5,000,0007T°

RIZZZLERA RARF—KME QAR
China Railway Investment Holdings it 7/ [
RE W R BB E Bk B AT LA E

&
2%
B

A R -_ZEELFAA ARRRETH

IAREATEEERBESHBILX 2R

H-ARBCBRETONERRB HEAR

ﬂﬁ*%iﬁﬁﬁ%iz{ﬂﬂﬁﬂﬁiﬁET,%’U??
SEMBHNEE-

RIZEZLFRA T NB ARRITKIE
BERIINVBTZ2EREBRERERE
184,884,900/ fn MW —EZELFHA
Tt+RBE ARRBRESRINETZE
B mIR B IR R 184,884,900 ik 12
=BT AR

R-ZETLERR ARE— %Hﬁ?%’&7§
IR AR NENEE RBIHINR
EBR EmRRHER-
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