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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Results

The turnover for the fourth and final quarter of FY06 was HK$346.9
million, or a 30.1% year-on-year increase to FY05. Turnover for the
full year was HK$1,104.2 million, representing an increase of 15.5%
as compared to the previous year. Product sales and service revenue
increased by 16.6% and 13.4% respectively against last year, and
they made up 66% and 34% of the total turnover for FY06.

Commercial and public sector sales contributed 47.2% and 52.8%
to annual turnover respectively, as compared to 48.6% and 51.4%
in the previous year. It can be seen that the public sector sales
increased by HK$92.3 million, or 18.8% as compared to FYO5, from
which product sales and service revenue increased by 16.6% and

13.4% respectively in comparison to the prior year.

Profit before taxation for the fourth quarter was HK$27.1 million,
higher than the corresponding quarter in FYO5 by HK$8.6 million,
representing an increase of 46.7%. Consequently, profit before
taxation for the full year was HK$54.7 million, higher than FYO5 by
HK$15.2 million, an increase of 38.5%. The improvement in profits,
though partially offset by higher operating costs, was attributed to
the sustained growth in the managed service business, the
contribution of which to turnover increased by HK$8.6 million
together with the growth in infrastructure system sales resulting
from additional significant infrastructure system upgrades and
enhancements, particularly in the finance, transportation and
government sectors. Additionally, there are certain non-operating
gains, including an increase in interest income of over HK$6 million,
and an unrealised gain on the revaluation at fair market value of
real estate amounting to HK$4.2 million resulting from the adoption
of the new and revised Hong Kong Financial Reporting Standards,

the Hong Kong Accounting Standards and Interpretations.

The Group is pleased to report that FY06 ended with a healthy
balance sheet, no bank borrowings, and a working capital ratio of
2.16:1. The Group also recorded a net cash balance of approximately
HK$368.3 million.
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REGIONAL CAPABILITY
EXBFES

Business Review

In keeping with its stated objective of strengthening its recurring
income base, the Group has continued its success in the third quarter,
securing additional notable orders in the fourth quarter of FY06,
such as a five-year contract from Hospital Authority for the provision

of Application Platform Suite.

During the year, the Group was awarded from Cathay Pacific Airways
Limited, the airline of Hong Kong (Cathay Pacific) two three-year
outsourcing contracts to provide 7 x 24 desktop infrastructure and
deskside support for over 16,000 users, in addition to 7 x 24
application server support. These service contracts were the Group's
largest ones so far in terms of total value, and involved the provision
of comprehensive infrastructure managed services, including the
operation of the local server farm, taking charge of the system
management and technical support for Cathay Pacific's infrastructure
and application servers, operating the disaster recovery centre of
local servers, implementing the security changes to desktops and
servers, delivering a range of Oracle professional services, and
providing management and technical support for more than 4,000

desktops.
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Other major service contracts carried out during this year include
one to provide technical support services for numerous primary and
secondary schools in Hong Kong, as well as ongoing services for 30
Hong Kong Public Libraries, and Securities and Futures Commission
and the provision of hardware maintenance support service for a
leading Hong Kong financial institution CLSA Limited. In addition,
the Group has embarked upon a number of application development
projects, which include a large-scale document management system
for human resources management of a new casino in Macau, and
the renewal of a contract with Airport Authority Hong Kong to
provide analyst programmer and programmer for software

development projects from April, 2006 to March, 2007.

The turnover for business outside Hong Kong for FY06 was HK$69.4
million, an increase of 13.3% as compared with FY05, and represents

6.3% of the Group’s annual turnover.

Business activity in Macau continues to be buoyant, with several
significant projects secured during the reporting period, including
the provision of infrastructure and back office solutions to new
customers from the hospitality and entertainment sectors. Business
activity in Taiwan and Thailand continues to show progress, both in
terms of contract size and customer portfolio. The Group was
awarded a multi-million contract to supply a storage solution in
Taiwan, and delivered computer systems and services to Bank for

Agriculture and Agricultural Cooperatives in Thailand.

Recognition by the industry, by our peers and our suppliers continues,
with the Group being awarded “Best Performance Enterprise Partner”
by Sun Microsystems, “Outstanding Performance Partner” by Oracle,
“Top Software Partner”,
Provider” from EMC.

"Top ESG Partner” and “Top Solution

Outlook and Prospects
As of 31st March, 2006, the Group recorded an order book balance
of HK$400 million. Of this, HK$260 million, or 65%, consists of

service contracts.
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The order book showed improvement by way of growth; the quality
of the book was underlined with a number of new multinational
clients, particularly from the banking and finance sectors, including
Orix Asia Limited and Search Investment Group. Recognising that
multinational clients are keen to capitalise on the utility and
effectiveness of information technology to enhance their business
performance, the Group has sought to increase its focus on serving
this segment, by expanding its solutions portfolio to include more
sophisticated enterprise solutions such as business performance
management solution from Hyperion, records compliance
management solutions from AXS-One, and enterprise application
management solution from Computer Associates’ Wily, thereby
directly catering to the needs of large business organisations in

improving business efficiency.

Allied to this stated objective, the Group will continue to focus on
its major accounts and customers, particularly those with an
established relationship, business presence in Mainland China, and

continued service opportunities.

The Group will also seek to improve the skill set of its workforce,
not only expanding its skilled workforce, but also developing
specialists through training and certification in different expert areas,
enabling it to move up the value chain. The Group has successfully
renewed its certification for ISO 9001:2000 Certificate and in
compliance with ISO 90003:2004 for software development, and
has also obtained Capability Maturity Model Integration (CMMI)
Maturity Level 3 accreditation. The Group has also formed a Quality
Council with the aim of improving service quality and enhancing
customer satisfaction in a planned, systematic and ongoing manner.
The Quality Council will be responsible for implementing a
comprehensive Quality Management System tailor-made for the
Group, by monitoring the performance of various IT services, including

project-based, product related or infrastructure managed services.

The Group will continue to explore further opportunities to serve
markets outside Hong Kong by providing proven solutions such as
content management systems and chain restaurant management

systems.

With the above initiatives being implemented, the outlook for the

Group remains positive.
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Financial Resources and Liquidity

As at 31st March, 2006, the Group’s total assets of HK$786.3 million
were financed by current liabilities of HK$288.5 million, deferred tax
of HK$11.0 million and shareholders’ equity of HK$486.8 million.
The Group had a working capital ratio of approximately 2.16:1.

As at 31st March, 2006, the Group had an aggregate composite
banking facilities from banks of approximately HK$209.9 million of
which HK$16.5 million was utilised (31st March, 2005: HK$28.8
million). The Group’s gearing ratio was zero (31st March, 2005:
2.8%) as at 31st March, 2006.

There was no charge on the Group's assets as at 31st March, 2006.

Treasury Policies

The Group generally financed its operations with internally generated
resources and credit facilities provided by banks. Bank facilities
available for the Group include trust receipt loans, overdrafts and
term loans. The interest rates of most of these will be fixed by
reference to the respective countries’ Interbank Offer Rate. The bank
deposits will be mainly in Hong Kong dollars and United States
dollars (“US dollars™).

Foreign Exchange Exposure

The Group mainly earns revenue and incurs costs in US dollars and
Hong Kong dollars. Foreign exchange exposure of the Group will
continue to be minimal as long as the policy of the Government of
the Hong Kong Special Administrative Region to link the Hong Kong
dollars to the US dollars remains in effect. There was no material
exposure to fluctuations in exchange rates, and therefore no related
hedging financial instrument was applied during the year ended
31st March, 2006.

Contingent Liabilities
The amount of goods supplied as at 31st March, 2006 which was
secured by the corporate guarantee amounted to approximately
HK$7.0 million. The performance bond issued by the Group to
customers as security of contract was approximately HK$16.5 million
as at 31st March, 2006.
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Major Customers and Suppliers

During the year, the five largest customers and single largest customer
of the Group accounted for approximately 9.4% and 2.4%,
respectively, of the Group’s revenue. The five largest suppliers and
single largest supplier of the Group accounted for approximately

49.4% and 16.2%, respectively, of the Group’s purchases.

At no time during the year did a director, an associate of a director
or a shareholder of the Company (which to the knowledge of the
directors owns more than 5% of the Company’s issued share capital)
have an interest in any of the Group's five largest customers or

suppliers.

Employee and Remuneration Policies

As at 31st March, 2006, the Group, excluding its associates, employed
1,099 permanent and contract staff in Hong Kong, Macau, Taiwan
and Thailand. The Group remunerates its employees based on their
performance, working experience and the prevailing market
conditions. Bonuses are granted on a discretionary basis. Other
employee benefits include mandatory provident fund, insurance,

medical coverage and share options scheme.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from 4th
August, 2006 to 8th August, 2006, both days inclusive, during which
period no transfer of shares will be effected. In order to qualify for
the final and special dividends, all completed transfer forms
accompanied by the relevant share certificates must be lodged with
the Company’s registrars, Tengis Limited at 26/F Tesbury Centre, 28
Queen’s Road East, Wanchai, Hong Kong, for registration not later
than 4:30 p.m. on 3rd August, 2006. The dividend warrants will be
despatched on or before 22nd August, 2006.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year ended 31st March, 2006, neither the Company nor
any of its subsidiaries has purchased, sold or redeemed any of the

Company’s listed securities.
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AUDIT COMMITTEE BEREES

The Audit Committee has reviewed with management the accounting EREZESHRAEREED EMAEEPIRSR
principles and practices adopted by the Group and discussed auditing, ZEEHRAIRED - WHEZ - REREE R
internal control and financial reporting matters including the review MEREEFE (BEEHNLCEREFE
of the audited annual results. B EITHERY o

By Order of the Board HEEEM

LAl Yam Ting =g

Managing Director EFHLE

Hong Kong, 7th June, 2006 BEE ZTETEXRFRALRB
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