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1.

GENERAL INFORMATION

China Solar Energy Holdings Limited (formerly known as
“REXCAPITAL International Holdings Limited”) (the
“Company”) is a limited liability company incorporated in
Bermuda and its shares are listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The address
of its principal place of business is 21/F., 3 Lockhart Road,
Wan Chai, Hong Kong.

The Company and its subsidiaries (collectively, the

“Group”) are mainly engaged in the following activities:

- provision of capital market advisory services

- participation in primary and secondary securities
market

- money lending

- development, manufacturing, marketing and sale of
photovoltaic solar cells, modules and panels for
generating solar electric power and related training

and consulting services (“photovoltaic business™)

The financial statements on page 39 to 131 have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRS”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”). In
addition, the financial statements include the applicable
disclosures required by the Hong Kong Companies
Ordinance and the Rules Governing the Listing of Securities

on the Stock Exchange (“Listing Rules”).

The financial statements for the year ended 31 March 2006
were approved by the board of directors on 27 July 2006.
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2.  ADOPTION OF NEW AND REVISED HKFRS

21l

Impact of new and revised HKFRS which are

effective in the current financial year

From 1 April 2005, the Group has adopted the

following new or revised standards of HKFRS which

are relevant to its operations:

HKAS 1

HKAS 2
HKAS 7
HKAS 8

HKAS 12
HKAS 14
HKAS 16

HKAS 17
HKAS 18
HKAS 19
HKAS 21

HKAS 23
HKAS 24
HKAS 27

HKAS 32

HKAS 33

HKAS 36
HKAS 37

Presentation of Financial
Statements

Inventories

Cash Flow Statements

Accounting Polices, Changes in
Accounting Estimates
and Errors

Income Taxes

Segment Reporting

Property, Plant and
Equipment

Leases

Revenue

Employee Benefits

The Effects of Changes in Foreign
Exchange Rates

Borrowing Costs

Related Party Disclosures

Consolidated and Separate
Financial Statements

Financial Instruments:
Disclosure and Presentation

Earnings per Share

Impairment of Assets

Provisions, Contingent Liabilities

and Contingent Assets
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2.  ADOPTION OF NEW AND REVISED HKFRS

(continued)

2.1

Impact of new and revised HKFRS which are

effective in the current financial year

(continued)

HKAS 38 Intangible Assets

HKAS 39 Financial Instruments:
Recognition and Measurement

HKAS 39 Transitional and Initial

Amendment Recognition of Financial

Assets and Financial
Liabilities

HKEFRS 2 Share-based Payment

HKEFRS 3 Business Combinations

All the standards have been applied retrospectively
except where specific transitional provisions require
a different treatment. Accordingly, the financial
statements for the year ended 31 March 2005
including their presentation have been amended in
accordance with HKAS 8 and comparative figures
for financial year 2005 contained in these financial
statements differ from those published in the
financial statements for the year ended 31 March

2005S.
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2. ADOPTION OF NEW AND REVISED HKFRS 2. TRAVH AT B AR T A I B W
(continued) H ] (40
2.1 Impact of new and revised HKFRS which are 2.1 7 W AR AR R BT R AR
effective in the current financial year s A 8 W B I R 22 58
(continued) - ()
Significant impacts on current, prior or future HRER 5 A BIRE 25 i
periods arising from the first-time adoption of the WR B w2 UE HI S B I~ 8 1 Bl
standards listed above with respect to presentation, AR ] 2 K S B R O

recognition and measurement of accounts are

described in the following paragraphs:

(a) Adoption of HKAS 1 (a) IRAFHEE G FEREL
o
The adoption of HKAS 1 led to an update of PR AN T R e ISR 198
the presentation of financial statements. In HEEH B REZ 25
particular, minority interests are now included T3 2K o Rl 2 > D SRR
as a separate line item within equity. Profit % B A HE 45 N B L 51 B —
and loss attributable to minority interests and T o /D BB R HE 45 E A 2
that attributable to equity holders of the B0 o DA AR\ FDRE 45 R
Company is now presented as an allocation A NHEAG 2 B - B2 5
of the net result of the year. In addition, HEEZ EFFHEY — I
proceeds from sale of trading securities are I3 BE o BEAL > H E R 5
now excluded from revenue. JI A5 SR BUAS L4 A M 4R

A o



2.  ADOPTION OF NEW AND REVISED HKFRS

(continued)

2.1

Impact of new and revised HKFRS which are

effective in the current financial year

(continued)

(b)

Adoption of HKAS 32 and HKAS 39

HKAS 32 requires all disclosure and
presentation rules regarding financial
instruments to be applied retrospectively.
HKAS 39 generally does not permit the
recognition, derecognition or measurement of
financial and liabilities

assets on a

retrospective basis.

Convertible notes

In the prior year, convertible notes were
stated at amortised cost. Upon the adoption
of HKAS 32, convertible notes are split into
liability and equity components. The adoption
of HKAS 32 has no material effect on the

financial statements.
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2.

ADOPTION OF NEW AND REVISED HKFRS

(continued)

21l

Impact of new and revised HKFRS which are

effective in the current financial year

(continued)

(b)

Adoption of HKAS 32 and HKAS 39

(continued)

Investments in securities

Prior to the adoption of HKAS 39, the Group
classified its investments in securities as
“Investments in securities” and “Trading
securities” and recorded them at cost less any
impairment and at fair value respectively.
Upon the adoption of HKAS 39, investments
in securities are classified as available-for-sale
financial assets or financial assets at fair value
through profit or loss, as appropriate. In
accordance with the provision of HKAS 39,
available-for-sale financial assets and financial
assets at fair value through profit or loss are
carried at fair value with changes in fair value
dealt with in equity and recognised in income
statement respectively. The adoption of HKAS
39 has not resulted in any change in
measurement of these securities. Other
adjustments as a result of adoption of HKAS
39, which is applied prospectively, is
recognised in the opening balances on 1 April

2005 and are summarised in note 2.1(f).
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2.  ADOPTION OF NEW AND REVISED HKFRS

(continued)

2.1

Impact of new and revised HKFRS which are

effective in the current financial year

(continued)

(c)

Adoption of HKAS 36 and HKFRS 3

Goodwill arising on acquisitions in prior years
was capitalised and amortised over its
estimated useful life and was subject to
impairment testing when there was indication
of impairment. The adoption of HKFRS 3
has resulted in the Group ceasing goodwill
amortisation and commencing impairment
testing annually as well as when there is
indication of impairment. As a result of this
change in accounting policy, no amortisation
of goodwill has been charged in the current
financial year. The carrying amount of the
related accumulated amortisation on 1 April
2005 was eliminated against the gross amount

of goodwill.

The effect of the above changes are
summarised in notes 2.1(e) and 2.1(f). In
accordance with the relevant transitional
provisions of HKFRS 3, comparative figures

have not been restated.

2.1
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2. ADOPTION OF NEW AND REVISED HKFRS

(continued)

21

Impact of new and revised HKFRS which are

effective in the current financial year

(continued)

(d)

Adoption of HKFRS 2

HKFRS 2 requires an expense to be recognised
where the Group buys goods or obtains
services in exchange for shares or rights over
shares, or in exchange for other assets
equivalent in value to a given number of
shares or rights over shares. The principal
impact of HKFRS 2 on the Group is in
relation to the expensing of the fair value of
share options of the Company or its
subsidiaries determined at the date of grant
of the share options over the vesting period
(“share based compensation™). Prior to the
adoption of HKFRS 2, the Group did not
recognise the financial effect of these share
options until they were exercised. The
transitional provisions of HKFRS 2 allow the
Group to adopt HKFRS 2 retrospectively for
share options which were granted on or after
7 November 2002 and had not yet vested on
1 April 2005. Other than the share options
granted during the current financial year
which have been accounted for in accordance
with HKFRS 2 (the financial effect is
summarised in notes 2.1(e) and 2.1(f)), the
Group had no share options granted after 7
November 2002 and remained unvested on 1
April 2005 and accordingly, comparative

figures have not been restated.
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2. ADOPTION OF NEW AND REVISED HKFRS 2. TRAVH AT B AR T A B W
(continued) HH) (4)
2.1 Impact of new and revised HKFRS which are 2.1 A B AR BE A 2 BT B BB
effective in the current financial year TR IR T S Pd
(continued) =/, (5
(e) The changes in accounting policies arising (e)  TRANHT] K AAERT A s if

B i M [ AR 2 B T
REFHBE _FRNE

from the adoption of the new and revised
HKFRS have effect on the consolidated
income statement for the year ended 31 SA=EtT—HILEEZE
March 2006 and the effects are summarised Gl A & 2 R B Ak an
below: e

Effect of adopting

RAU TN B8
HKAS 36 &
HKEFRS 3 HKERS 2 Total
HKS$°000 HK$°000 HK$°000
Bt
055 365k
B A &
5 3 48 O 5
e 1) 58 3% 58 298 At
T # 5 T T T# 7T
Year ended BRE-FEANE
31 March 2006 SHEF Rk
Decrease in amortisation of 8 7 B
goodwill
— discontinuation of — o I G
amortisation of goodwill 2,712 - 2,712
Increase in staff costs 1§ & A B
— share options granted — 1L W M - (24,186) (24,186)
(Increase)/Decrease in loss N fEE M) R
for the year 2,712 (24,186) (21,474)

(Increase)/Decrease in

basic loss per share

(Increase)/Decrease in

diluted loss per share

(538 TN 25
() /W

1o JI 4 e 8
(i)

HK cents#fll HK cents#fli HK cents# il
0.09 (0.84) (0.75)

HK centsi#fll HK cents#fll HK cents¥s fil
N/AAER  N/AKRER  N/AKRER
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2. ADOPTION OF NEW AND REVISED HKFRS 2. PRAHET B AT A U B

(continued) HH) (@)

2.1 Impact of new and revised HKFRS which are 2.1 7 W AR B AR R 2 BT B AR
effective in the current financial year T 75 s W B 9 ik W) 2 58
(continued) ()

(f)  The changes in accounting policies arising (f)  BRAGHTRT SR AE T A s B
from the adoption of the new and revised 55 S A U I 2 A= 2 @ S
HKFRS have effect on the consolidated SREEE) ¥ R E AR
balance sheets as at 1 April 2005 and 31 —HRERZEZRNFE=Z]=
March 2006 and the effects are summarised T—HZEREREAME
below: 2R AR N

Effect of adopting
FANTRIZ S
HKAS 32 & HKAS 36 &
HKAS 39 HKERS 3 HKERS 2 Total
H it
H it 1 10 4 365K
e J) 55325 LE# B
RAER B BB
e B3 39% e 35 el 525 it
HK$°000 HKS$’000 HKS$000 HKS$000
T T T T Tk Tk
At 1 April 2005 REZRHAENA—H
Increase/(Decrease) in assets ~ AER,/ (D)
Financial assets at fair value DA (A AR 4 Ik
through profit or loss ZaME R 13,388 - - 13,388
Trading securities H S (13,388) - = (13,388)
At 31 March 2006 REZZAEZAZS-H
Increase/(Decrease) in assets & &M/ (D)
Financial assets at fair value DA R (E (A AR 4 Ik
through profit or loss ZaME R 16,173 - - 16,173
Trading securities ik % (16,173) - = (16,173)
Increase/(Decrease) in equity  HE&E M0,/ (B D)
Share option reserve I R 1 ot 1 - - 22,569 22,569
Share premium P £t (R - - 1,617 1,617

Accumulated losses 25 B R = 2,712 (24,186) (21,474)




2.

ADOPTION OF NEW AND REVISED HKFRS

(continued)

2.2 New standards or interpretation that have

been issued but not yet effective

The Group has not early adopted the following
standards or interpretations of HKFRS that have
been issued but are not yet effective and are relevant
to the Group. The directors of the Company
anticipate that the adoption of such standards or
interpretations will not result in substantial changes
as to how the results and financial position are

prepared and presented.

HKAS 1 Capital Disclosures !
(Amendment)

HKAS 21 The Effects of Changes in
(Amendment) Foreign Exchange Rates

— Net Investment in

a Foreign Operation 2

HKAS 39 The Fair Value Option ?
(Amendment)

HKAS 39 & Financial Instruments:
HKFRS 4 Recognition and
(Amendment) Measurement and

Insurance Contracts
— Financial Guarantee
Contracts ?

HKFRS 7 Financial Instruments
— Disclosures !

HK(IFRIC) - INT 8  Scope of HKFRS2 *

HK(IFRIC) — INT 9  Reassessment of Embedded

Derivatives *

2.
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2.  ADOPTION OF NEW AND REVISED HKFRS 2. SRAGHTET B R8T A W B
(continued) He ] (40
2.2 New standards or interpretation that have 2.2 CBUM R A R 2 BT HE
been issued but not yet effective (continued) B R (A
: Effective for annual periods beginning on or after ! W ZEELF—H—H#EH
1 January 2007 1% BA 1 2 4F B 1] ] £ 54
2 Effective for annual periods beginning on or after : W EENFE— — HEH
1 January 2006 1% [ 16 2 4F A ] /5 5
2 Effective for annual periods beginning on or after ’ W ZEENFE R H— HEH
1 May 2006 1% B 15 2 4F 1 ] 2E 3
4 Effective for annual periods beginning on or after : i ZEENFNH —HBH
1 June 2006 1% BA 1 2 4F B 1] ] £ 54
3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. WA EORMHE
POLICIES
(a) Basis of preparation (a) HWAIEHE
The financial statements have been prepared on the Vo5 R 3R T 4 JRE R 1 A
historical cost basis except for the revaluation of WA TEMEEREMAREE
certain financial assets and financial liabilities. The fiERAb oG EEMERE BT X2 &
measurement bases are fully described in the AR o 5w TE - A R S R
accounting policies below. It should be noted that 57 &5 1F b & sl & B ek o i
accounting estimates and assumptions are used in AP 5 A T T R 4R A L e 3 B I
the preparation of the financial statements. Although o S AT By 2 B Y VI IR fAE A
these estimates are based on management’s best P B IR S A o A BB A R % 5
knowledge of current events and actions, actual il 5t 2 1% o

results may ultimately differ from those estimates.



3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and its
subsidiaries made up to 31 March each year. The
results of subsidiaries are consolidated from the date
of acquisition, being the date on which the Company
obtains control, and continue to be consolidated
until the date that such control ceases. All material
intercompany transactions, balances and unrealised
gains on transactions between group companies are
eliminated on consolidation. Unrealised losses are
also eliminated unless the transaction provides
evidence of an impairment of the asset transferred,
in which case they are recognised immediately in

income statement.

The acquisition of subsidiaries during the year has
been accounted for using the purchase method of
accounting. This method involves allocating the cost
of the business combinations to the fair value of the
assets acquired and liabilities, including contingent
liabilities, assumed at the date of acquisition. The
cost of the acquisition is measured at the aggregate
of the fair value of the assets given, equity
instruments issued and liabilities incurred or assumed
at the date of exchange, plus costs directly
attributable to the acquisition. The excess of the
cost of acquisition over the fair value of the Group’s
share of the identifiable net assets acquired is
recorded as goodwill. If the cost of acquisition is
less than the fair value of the net assets of the
subsidiary acquired, the difference is recognised

directly in the income statement.

3.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

Basis of consolidation (continued)

Minority interests represent the interests of outside
shareholders in the results and net assets of the

Company’s subsidiaries.

Subsidiaries

Subsidiaries are entities over which the Company
has the power to directly or indirectly control the

financial and operating policies.

In the Company’s balance sheet, subsidiaries are
carried at cost less any impairment losses. The results
of the subsidiaries are accounted for by the Company
on the basis of dividends received and receivable at

the balance sheet date.

Goodwill

Goodwill arising on acquisition of subsidiaries
represents the excess of the cost of acquisition over
the Group’s interest in the fair value of the
identifiable assets, liabilities and contingent liabilities
of the acquired subsidiaries at the date of acquisition.
Goodwill is initially recognised in the consolidated
balance sheet as an asset at cost and subsequently
measured at cost less any impairment losses.
Goodwill is tested for impairment annually or more
frequently if events or changes the circumstances
indicate that the carrying value of goodwill may be

impaired.

On subsequent disposal of a subsidiary, the carrying
amount of goodwill relating to the entity is included
in determining the amount of gain or loss on the

disposal.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e)

Property, plant and equipment

Property, plant and equipment are stated at cost,
which comprise purchase price and any directly
attributable costs of bringing the asset to its working
condition and location for its intended use, less
accumulated depreciation and any impairment losses.
Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance
are charged to the income statement during the

financial period in which they are incurred.

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

Leasehold improvements 3 years
Plant and machinery 5 to 10 years
Furniture, fixtures 4 to 10 years

and equipment

Useful lives are reviewed and adjusted, if

appropriate, at each balance sheet date.

Gain or loss arising on disposal of property, plant
and equipment is determined as the difference
between the net sale proceeds and the carrying
amount of the asset and is recognised in the income

statement.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(f)

Operating leases

Leases where substantially all the risks and rewards
of ownership of assets remain with the lessor are
accounted for as operating leases. Annual rentals
applicable to such operating leases are charged to
the income statement on a straight-line basis over

the lease terms.

Financial assets

Financial assets are classified into the following
categories: loans and receivables, financial assets at
fair value through profit or loss and available-for-
sale financial assets. Management determines the
classification of its financial assets at initial
recognition depending on the purpose for which the
financial assets were acquired and, where allowed
and appropriate, re-evaluates the determination at

every reporting date.

All financial assets are recognised on their trade
date (i.e. the date that the Group commits to
purchase the asset). When financial assets are
recognised initially, they are measured at fair value,
plus, in the case of investments not at fair value
through profit or loss, directly attributable

transaction costs.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(g)

Financial assets (continued)

Derecognition of financial assets occurs when the
rights to receive cash flows from the investments
expire or are transferred and substantially all of the
risks and rewards of ownership have been
transferred. An assessment for impairment is
undertaken at least at each balance sheet date
whether or not there is objective evidence that a
financial asset or a group of financial assets is

impaired.

The accounting policies adopted in respect of each

category of financial assets are set out below.

(i)  Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. Loans and receivables are
subsequently measured at amortised cost
using the effective interest method, less any
impairment losses. Any changes in their values

are recognised in income statement.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(g)

Financial assets (continued)

(i)

(i)

Loans and receivables (continued)

Impairment provision is recognised for loans
and receivables when objective evidence is
received that the Group will not be able to
collect all amounts due to it in accordance
with the original terms of the receivables. The
amount of provision is determined as the
difference between the asset’s carrying amount
and the present value of estimated future cash

flows.

Financial assets at fair value through

profit or loss

Financial assets at fair value through profit
or loss include financial assets that are either
held for trading or are designated by the
Group to be carried at fair value through

profit or loss on initial recognition.

Subsequent to initial recognition, the financial
assets included in this category are measured
at fair value with changes in fair value
recognised in income statement. Financial
assets originally designated as financial assets
at fair value through profit or loss may not

subsequently be re-classified.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(g)

Financial assets (continued)

(1)

Available-for-sale financial assets

Available-for-sale financial assets include non-
derivative financial assets that are either
designated to this category or do not qualify
for inclusion in any of the other categories of
financial assets. All financial assets within this
category are subsequently measured at fair
value, with changes in value recognised in
equity. Upon disposal, the cumulative gain
or loss previously recognised in equity is
transferred to the income statement. When a
decline in the fair value of an available-for-
sale financial asset has been recognised
directly in equity and there is objective
evidence that the asset is impaired, the
cumulative loss that had been recognised
directly in equity is removed from equity and
recognised in the income statement even
though the financial asset has not been
derecognised. Impairment losses previously
recognised in the income statement on equity
instruments will not reverse in subsequent

periods through profit or loss.
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3.  SUMMARY OF SIGNIFICANT ACCOUNTING 3. WAEGHEEME @

POLICIES (continued)

(g) Financial assets (continued) (g) AWEE &
(iii)  Available-for-sale financial assets (iii) A P M B il
(continued) (#)
For available-for-sale equity investments that AT 2 AR A I

do not have a quoted market price in an active
market and whose fair value cannot be
reliably measured, they are measured at cost
less any identified impairment losses at each
balance sheet date subsequent to initial
recognition. An impairment loss is recognised
in income statement when there is objective
evidence that the asset is impaired. The
amount of the impairment loss is measured
as the difference between the carrying amount
of the asset and the present value of the
estimated future cash flows discounted at the
current market rate of return for a similar
financial asset. Such impairment loss will not

reverse in subsequent periods.
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Revenue from service contracts is recognised
according to the percentage of completion of
individual contract. The percentage of completion
is determined by comparing costs incurred to date
with the total estimated costs of the contract. If the
contract is considered profitable, it is valued at cost
plus attributable profits by reference to the
percentage of completion. Any expected loss on
individual contract is recognised immediately as an

expense in the income statement.



3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(h)

Long-term service contracts (continued)

Unbilled revenue from long-term service contracts
represents costs incurred for contracts plus
attributable profits in excess of progress billings to
the relevant customers and is included under current
assets. Amounts billed for works performed but not
yet paid by the customers are included in the balance

sheet under trade and other receivables.

Inventories

Inventories consist primarily of finished goods and
are carried at the lower of cost and net realisable
value. Cost, determined using the first-in, first-out
method, mainly comprises expenses directly
attributable to the manufacturing process. Net
realisable value is the estimated selling price in the
ordinary course of business less any applicable selling

expenses.
Foreign currency translation
The financial statements are presented in Hong Kong

Dollars (“HK$”), which is also the functional

currency of the Company.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(i)

Foreign currency translation (continued)

In the separate financial statements of the
consolidated entities, foreign currency transactions
are translated into the functional currency of the
individual entity using the exchange rates prevailing
at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement of
such transactions and from the translation of
monetary assets and liabilities denominated in
foreign currencies at year-end exchange rates are
recognised in the income statement. Non-monetary
items measured at fair value that are denominated
in foreign currencies are translated at the rate
prevailing on the date when the fair value was
determined and are reported as part of the fair value
gain or loss. Non-monetary items that are measured
in terms of historical cost in a foreign currency are

not translated.

In the consolidated financial statements, all separate
financial statements of the subsidiaries, originally
presented in a currency different from the Group’s
presentation currency, have been converted into
HKS$. Assets and liabilities have been translated into
HKS$ at the closing rates at the balance sheet date.
Income and expenses have been converted into HK$
at the average rates over the reporting period. Any
differences arising from this procedure have been
dealt with in the exchange reserve in equity.
Goodwill and fair value adjustments arising on the
acquisition of a foreign entity have been treated as
assets and liabilities of the foreign entity and
translated into HK$ at the closing rate. When a
foreign operation is sold, such exchange differences
are recognised in the income statement as part of

the gain or loss on disposal.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(k)

Cash and cash equivalents

Cash and cash equivalents include cash at bank and
in hand, less bank overdrafts which are repayable
on demand and form an integral part of the Group’s

cash management.

Impairment testing

Property, plant and equipment, goodwill and
interests in subsidiaries are subject to impairment

testing.

For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are
separately identifiable cash flows (“cash-generating
units”). As a result, some assets are tested
individually for impairment and some are tested at
cash-generating unit level. Goodwill in particular is
allocated to those cash-generating units that are
expected to benefit from synergies of the related
business combination and represent the lowest level

within the Group at which management controls

the related cash flows.

Individual assets or cash-generating units that
include goodwill and other intangible assets with
indefinite useful life or assets not yet available for
use are tested for impairment at least annually. Other
individual assets or cash-generating units are tested
for impairment whenever events or changes in
circumstances indicate that the carrying amount may

not be recoverable.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

0

Impairment testing (continued)

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s or
cash-generating unit’s carrying amount exceeds its
recoverable amount. The recoverable amount is the
higher of fair value, which reflects market conditions
less costs to sell, and value in use, which is
determined based on an internal discounted cash
flow evaluation. Impairment losses recognised for
cash-generating units, to which goodwill has been
allocated, are credited initially to the carrying
amount of goodwill. Any remaining impairment loss
is charged pro rata to the other assets in the cash

generating unit.

An impairment loss on goodwill is not reversed in
subsequent periods. In respect of other assets, an
impairment loss is reversed if there has been a change
in the estimates used to determine the asset’s
recoverable amount but only to the extent that the
asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of
depreciation or amortisation, if no impairment loss

had been recognised.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(m)

Provisions and contingent liabilities

Provisions are recognised in the balance sheet when
the Group has a legal or constructive obligation as
a result of a past event and it is probable that an
outflow of economic benefits will be required to
settle the obligation, provided a reliable estimate in
respect of the obligation can be made. Where the
time value of money is material, provisions are stated
at the present value of the expenditure expected to

settle the obligation.

All provisions are reviewed at each balance sheet

date and adjusted to reflect the current best estimate.

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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(n)

Employee benefits

(i)

(i)

Defined contribution plan

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes
Ordinance, for those employees in Hong Kong
who are eligible to participate in the MPF
Scheme. Contributions are made based on a
percentage of the employees’ basic salaries
and are charged to the income statement as
they become payable in accordance with the
rules of the MPF Scheme. The assets of the
MPF Scheme are held separately from those
of the

administered fund. The Group’s employer

Group in an independently
contributions vest fully with the employees

when contributed into the MPF Scheme.

Short-term employee benefits

Short-term employee benefits are recognised
when they accrue to employees. In particular,
a provision is made for the estimated liability
for annual leave as a result of services
rendered by employees up to the balance sheet
date. Non-accumulating compensated
absences are not recognised until the time of

leave.
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3.  SUMMARY OF SIGNIFICANT ACCOUNTING 3. WEAEFBORBE (5

POLICIES (continued)

P B A ()

(n) Employee benefits (continued) (n)

LAt SE 11 1R B 1 1

(iii)  Share-based employee compensation (iii)

The Group operates certain share option
schemes for the purpose of recognising and
acknowledging the contributions that its
employees (including directors) and other
person (the “eligible participants”) have made
to the Group. Eligible participants receive
remuneration in the form of share-based
compensation, whereby eligible participants
render services as consideration for equity

instrument (“equity-settled transactions”).

The cost of equity-settled transactions with
eligible participants is measured by reference
to the fair value at the date the options are
granted excluding the impact of any non-

market vesting conditions.
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3.  SUMMARY OF SIGNIFICANT ACCOUNTING 3. WAEGHEEME @

POLICIES (continued)

(n) Employee benefits (continued) (n) WAHEH E)
(iii)  Share-based employee compensation (iii) LA 31 E B # 18

(continued) (#)

The cost of equity-settled transactions is AR S o o 2 B O
recognised as an expense in income statement BH 2 B AR R B 45
on straight-line basis over the vesting period, BAL G 2 AR B IR
based on the best available estimate of the [ J68 301 A 18 45 2 v R Y
number of share options expected to vest. B 32 o At A BH T A A2
Non-market vesting conditions are included AT 2 WIS E 22 B
in assumptions about the number of options % 67 - JF T 35 b B e 1
that are expected to become exercisable. SN X8
Estimates are subsequently revised, if there is 7 TE B . IR RE S

any indication that the number of share
options expected to vest differs from previous
estimates. No expense is recognised for
remuneration that do not ultimately vest,
except for remuneration where vesting is
conditional upon a market condition, which
is treated as vesting irrespective of whether
or not the market condition is satisfied,
provided other performance conditions are

satisfied.

At the time when the share options are
exercised, the amount previously recognised
in share option reserve will be transferred to
share premium. When the share options are
forfeited or are still not exercised at the expiry
date, the amount previously recognised in
share option reserve will be transferred to

retained profits.

SR A AR — > R H AR
ERT Al wt o 3 fo A I S i
J& . A < M 08 e R B S
A T 355 e A T e o oy A1
e AF 2 B 42 B A1 > A oAt
BRI R AT 2 15 0
ToAEMGREZED
JE AT > B E B -

A7 (o S P B 5 3 S
ISR ff i 0 2 < LAY
188 2 1% 14 v {6 - i U i e
s O B AT R A7
o ) 2 A I ok A
e ok VR L R E N e
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(0)

Financial liabilities

The Group’s financial liabilities include trade and

other payables and borrowings.

Financial liabilities are recognised when the Group
becomes a party to the contractual agreements of
the instrument. All interest related charges are
recognised as an expense in finance costs in the

income statement.

Financial liabilities are classified as current liabilities
unless the Group has an unconditional right to defer
settlement of the liabilities for at least 12 months

after the balance sheet date.

(1) Trade and other payables are recognised
initially at their fair value and subsequently
measured at amortised cost, using the effective

interest rate method.

(ii)  Borrowings are recognised initially at fair
value, net of transaction costs incurred, and
subsequently stated at amortised cost. Any
difference between the proceeds (net of
transaction costs) and the redemption value
is recognised in the income statement over
the period of the other loans using the

effective interest method.

3.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(p)

Accounting for income tax

Income tax comprises current and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, fiscal authorities
relating to the current or prior reporting period,
that are unpaid at the balance sheet date. They are
calculated according to the tax rates and tax laws
applicable to the fiscal periods to which they relate,
based on the taxable profit for the year. All changes
to current tax assets or liabilities are recognised as

a component of tax expense in the income statement.

Deferred tax is calculated using the liability method
on temporary differences at the balance sheet date
between the carrying amounts of assets and liabilities
in the financial statements and their respective tax
bases. Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax
assets are recognised for all deductible temporary
differences, tax losses available to be carried forward
as well as other unused tax credits, to the extent
that it is probable that taxable profit will be
available against which the deductible temporary
differences, unused tax losses and unused tax credits

can be utilised.

3.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(p)

Accounting for income tax (continued)

Deferred tax assets and liabilities are not recognised
if the temporary difference arises from goodwill or
from initial recognition (other than in a business
combination) of assets and liabilities in a transaction
that affects neither taxable nor accounting profit or

loss.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to
control the reversal of the temporary differences and
it is probable that the temporary differences will

not reverse in the foreseeable future.

Deferred tax is calculated, without discounting, at
tax rates that are expected to apply in the period
the liability is settled or the asset is realised, provided
they are enacted or substantively enacted at the

balance sheet date.

Changes in deferred tax assets or liabilities are
recognised in the income statement, or in equity if
they relate to items that are charged or credited

directly to equity.

3.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(q)

Income recognition

Revenue is recognised when it is probable that
economic benefits will flow to the Group and when
the revenue can be measured reliably on the

following bases:

(1) Fees from financial advisory services including
investment advisory fee, referral fee and
placement fee are recognised when the

relevant services are rendered.

(11) Interest income is recognised on a time-
proportion basis by reference to the principal
outstanding and at the effective interest rate

applicable.

(iii)  Revenue from long-term service contracts in
respect of photovoltaic business is recognised
according to the percentage of completion of
individual contract at the balance sheet date

(see note 3(h) above for details).

Income from secondment services is recognised when

the relevant services are rendered.

Borrowing costs

All borrowing costs are expensed as incurred.

3.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(s)

Related parties

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

(ii)

(iii)

(iv)

(vi)

(vii)

directly, or indirectly through one or more
intermediaries, the party (1) controls, is
controlled, or is under common control with,
the Company/Group; (2) has an interest in
the Company that gives it significant influence
over the Company/Group; or (3) has joint

control over the Company/Group;

the party is an associate;

the party is a jointly-controlled entity;

the party is a member of the key management

personnel of the Company or its parent;

the party is a close member of the family of

any individual referred to in (i) or (iv);

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); or

the party is a post-employment benefit plan
for the benefit of employees of the Company/
Group, or of any entity that is a related party

of the Company/Group.

3.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(1)

(u)

Equity

Ordinary shares are classified as equity. Share capital
is determined using the nominal value shares that

have been issued.

Any transaction costs associated with the issuing of
shares are deducted from share premium (net of any
related income tax benefit) to the extent they are
incremental cost directly attributable to the equity

transaction.

Warrant reserve is determined using the issue price

of the warrants that have been issued.

Segments

In accordance with the Group’s internal financial
reporting, the Group has determined that business
segments (as defined in note 6) be presented as the
primary reporting format and geographical segments

as the secondary reporting format.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(u)

Segments (continued)

In respect of business segment reporting, unallocated
costs mainly represent corporate expenses. Segment
assets consist primarily of goodwill, property, plant
and equipment, inventories, unbilled revenue from
long-term service contracts, financial assets at fair
value through profit or loss, receivables and
operating cash. Segment liabilities comprise trade
and other payables and borrowings. Unallocated
assets and liabilities mainly comprise corporate assets
and liabilities which include non-operating cash and

borrowings.

Capital expenditure comprises additions to property,
plant and equipment, including additions resulting

from acquisition of subsidiary.

In respect of geographical segment reporting, revenue
are based on the country where contract is signed,
while assets and capital expenditure are attributed

to segments based on the location of the assets.

CRITICAL ACCOUNTING ESTIMATES AND

JUDGEMENTS

Estimates and judgements are continually evaluated and

are based on historical experience and other factors,

including expectations of future events that are believed to

be reasonable under the circumstances.

3.
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4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

The Group makes estimates and assumptions concerning

the future. The resulting accounting estimates will, by

definition, seldom equal the related actual results. The

estimates and assumptions that have a significant risk of

causing a material adjustment to the carrying amounts of

assets and liabilities within the next financial year are

discussed below:

(a)

Long-term service contracts

Revenue from long-term service contracts is
recognised according to the percentage of completion
of individual contract. When foreseeable loss in
respect of a particular contract is identified, such
loss is recognised as an expense in the income
statement immediately. The percentage of completion
and foreseeable loss of individual contract are
determined based on budget of the contract which
is prepared by the management of the Group based
on the overall estimated performance of the contract.
In order to keep the budget accurate and up-to-
date, management reviews the budget frequently, in
particular the total estimated contract costs, and

revise the budget if necessary.

Impairment of receivables

Provision for impairment of receivables is determined
by management based on the credit history of
its customers, availability of securities and/or
undertakings and the current market condition. It
could change significantly as a result of changes in
the financial position of the customers. Management
would re-assess the amount of impairment provision

of receivables, if any, at each balance sheet date.
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4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(c)

Impairment of goodwill

The Group tests at least annually whether goodwill
has suffered any impairment in accordance with the
accounting policy stated in note 3(l). Other assets
are reviewed for impairment whenever events or
charges in circumstances indicate that the carrying
amount of the assets exceeds its recoverable amount.
The recoverable amount of an asset or a cash-
generating unit has been determined based on value-
in-use calculations. These calculations require the
use of judgement and estimates of the future cash
flows expected to arise from the asset or the cash-
generating unit and the suitable discount rate in

order to calculate the present value.

Valuation of convertible notes

The Group’s management determined the fair values
of the liability components of the convertible notes
by using the income approach which is conversion
of expected periodic benefits of ownership into an
indication of value. It is based on the principle that
an informed buyer would pay no more for the non-
convertible notes than an amount equal to the
present worth of anticipated future benefits (income)
from the same or substantially similar non-

convertible notes with a similar risk profile.

4.
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REVENUE

So

Revenue, which is also the Group’s turnover, represents
value of services rendered and interest income earned from

money lending. An analysis of revenue is as follows:

A

oA - RV A S B S T 4R (B 2
B (8 B R IR BBk 2 R B el A 2
AT

Restated
2006 2005
HKS$°000 HKS$°000
K 5
“REANE —EERF
T # F it
Financial advisory services W5 I IR S 813 715
Interest income e A 3,816 3,054
Long-term service contracts RHRE & # 7,725 -
12,354 3,769
Note: Bif 7 -

The gross proceeds from the sale of trading securities for the year
amounted to HK$23,012,000 (2005: HK$44,405,000). Upon
adoption of HKAS 1 “Presentation of Financial Statements”, the
amount is excluded from the revenue for the year. The comparative
figure for 2005 has been reclassified to conform with current

year’s presentation.

The results arising from the fair valuation of trading securities is
now shown separately in the consolidated income statement under
“Fair value gain on financial assets at fair value through profit or

loss/Unrealised loss on trading securities at fair value”.

N G g B E T 15 Rk H MBS
23,012,000 75 (=% % T 4F : 44,405,0009%
JG) o i PR AN S B EEUE RIS 155 [ P E R
B2 A% %k B AT AAAE BRI —
EERHAFN LR TEEHDE FE
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6. SEGMENT REPORTING 6. NWMER
In accordance with the Group’s internal financial reporting, R 5 A 452 B 9 0 BA 5 HR R o A £
the Group has determined that business segments are its RELEB MR EZREHR T &
primary reporting format, with each segment organised O3 B 2 AL K B A Ty ST o

and managed separately.

(a)  Business segments (a) E¥ i
The Group is organised into three main business A 4R Bl =0 2 R AL
segments: i
Strategic investments — Participation in primary MR E — 2 EE N
and capital market and secondary L&A W 5 i
activities securities market and i 35 1 B 55 I 1) AR 55

provision of capital

market advisory

services

Financing — Provision of commercial il ¥ — Rt EK
and personal loans ([EPN=§¢

Photovoltaic business — Development, JEAR ZE — KIGREEEZ
manufacturing, AR K B fig
marketing and sales of Bt~ 41 A
solar cells, modules PEEWE
and panels for B %~ AR -
generating solar o M
electric power and IR A B 2
related training and B K 1
consulting services IR 5

There are no significant sales or other transactions SET5 3 0 Slf7 06 R R G B i At

between the business segments. 5 Gy o
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6. SEGMENT REPORTING (continued) 6. iR (A
(a) Business segments (continued) (a) EHBIW &)
Strategic investments
and capital Photovoltaic
market activities Financing business Unallocated Consolidated
S BT R
YA 53 5 ¥4 R EH KA 5
Restated Restated
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
HK$2000  HKS'000  HK$°000  HKS'000  HK$000  HKS$000  HK$000 HKS000  HK$000  HKS'000
R "E5
CERANE CRTLE CRRANE CTTLE CRFANE CZRLE CFRNE CRTLE CFRANE CRTLE
T T Tt T Tt T Tt T Tt it
Revenue from external RANFEF
customers ZWA 813 715 3,816 3,054 7,725 - - - 12,354 3,769
Segment result R ES (46,845)  (23,148)  (10,677) 3,066 (3,888) - - - (61,410)  (20,082)
Unallocated operating KARAE
expenses, net B S (35,377)  (354,807)
Loss from operations LEER (96,787) (374,889
Finance costs B AR (536) (908)
Non-operating income FABRA - 1
Loss before income tax B B 3 Bt il i 4R (97,323) (375,796)
Income tax expense i B8 B (118) (517)
Loss for the year R (97,441) (376,313)
el et e i 16,404 66885 20902 31,023 181,218 S 48198 7842 366722 105,750
Total liabilities AEAH (4,876) (6,780) (15) (§32) (2,298) - (27,078)  (12,503)  (34,267)  (19,815)
Depreciation iy - - - - 110 - 12 1 122 1
Amortisation of B2 B
il - . . - . - . -
Capital expenditure BARR Y 106 - - = 12,185 = - = 12,291 =
Impairment provision T 508
off easfalils W S 46 14435 - - S 467 350000 1907 351476
Impairment of BB
zoodwill 47,890 . - . - . - ) .
Fair value gain on financial /A A& (E5] A
assets at fair value ARz aRER
through profit or loss AR BEKE
(unrealised loss on (A R EETIRZ
trading securities RHEFARD
ot ekt el EH 4880 (15,447) - - - - - S 4880 (15447)
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6. SEGMENT REPORTING (continued) 6. R ()
(b)  Geographical segments (b) s bk 53
The Group participates principally in China and the A A B = A b B R 3R B AL

United States (“US”).

Hong Kong Other areas of China US Consolidated
i o Al S XH B
Restated Restated
2006 2005 2006 2005 2006 2005 2006 2005
HKS$°000  HK$’000  HK$°000  HKS$'000  HK$000  HKS’000  HKS'000  HK$000
Y] R

ZRBAE CEFLE CRRAFE CFFIE ZRRAE CETIE ZBRNE CFFLE
Ti#x Tt T#x T#T T#x T#T T#x Tt

Revenue from 4 H AP

external KR 2

customers A 4,629 3,769 - = 7,725 = 12,354 3,769
Segment assets NEE 185,504 104,362 - 1,388 181,218 - 366,722 105,750
Capital EARY

expenditure 106 - - - 12,185 - 12,291 -
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7.  OTHER INCOME 7. JefbicA
2006 2005
HKS$°000 HKS$°000
“REANE “ERNE
T # T # T
Secondment services 18 97 AR B 2,628 1,613
Interest income FE WA 60 1
Others HoAtly 16 64
2,704 1,678
8. LOSS FROM OPERATIONS 8. 88 EH
Restated
2006 2005
HKS$°000 HKS$°000
K51
TRERANE “ERENAE
T#7x T T
Loss from operations is LEEESmE
arrived at after charging/ (FFA) T4 %18
(crediting):
Auditors’ remuneration A% BT P
- current — A 680 390
— over provision in prior year — DL AE B R AR (36) (108)
Loss on disposal of property, HEY - RE &
plant and equipment 5% A 2 s 18 66 =
Operating lease charges in 4 R T
respect of land and buildings KEHEE M 1,208 306
Amount recognised as expenses fiff 7 £ 1 #H AL 3K
for defined contribution AR ARAE )t )
retirement benefit schemes B 2 2 3

(included in staff costs) (FFA B THiAR) 144 115




9.

10.
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FINANCE COSTS 9. WEEA
2006 2005
HK$°000 HKS$°000
ZEENE ZRE AR
T # 0 T oo
Interest charges on: HATLAT AR :
Convertible notes CIE: 33 . 518
Other loans HAth AR 536 390
536 908
INCOME TAX EXPENSE 10. Pif3BLbH X

Hong Kong profits tax has been provided at the rate of
17.5% (2005: 17.5%) on the estimated assessable profit

for the year.

No provision for income tax outside Hong Kong has been
made (2005: Nil) as the companies comprising the Group
operated outside Hong Kong either sustained a loss for

taxation purpose or had a tax exemption.

T s AT B T AR B8 AF 0 A R B U
F5617.5% (" BEHE 17.5%) Z B &

1E H 154

F AL LA 9 T T 1 5 A0 2 24
L BA T T 88 8 98 A BT
G R O 90 5 75 B 41 75 1
B (BT A ) o

2006 2005
HK$°000 HK$°000
CRERANE ZEE AR
T # T i oo
Current tax — Hong Kong HHABUE — B
income tax for the year £ N BT A5 B 118 517
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for the year ended 31 March 2006 # % —FFENF=H =1 —H IFFE

10.

INCOME TAX EXPENSE (continued)

Reconciliation between tax expense and accounting profit

or loss at applicable tax rates is as follows:

10.

Pi £ BB 32 (4)

P4 JH B S BEL ¥ 8 ) B 4wt R 2 8 ik A
o5 18 2 B RN

2006 2005
HK$°000 HKS$°000
“REANE “EERE
T # T # T
Loss before income tax [ T 15 4 11T M 45 (97,323) (375,796)
Tax effect on loss before 2238 1 R A B
income tax calculated Bl 75 A v
at rates applicable to 18 fi MR 2 Bl R
profit or loss in the tax wH A 2 B T 45 B i
jurisdiction concerned i 18 2 B 5 2 (17,998) (65,764)
Tax effect of AN R] 108 B 52
non-deductible expenses 2B R 15,222 66,919
Tax effect of FARBLUA
non-taxable revenue 2 Tl 5 5 2 (1,057) (1,011)
Tax losses utilised C B BLE 1R - (20)
Tax effect of current KRR A AF
year’s tax losses Tl 5 s 18
not recognised Tl 5 5 2% 3,952 393
Other temporary JEAth oK 7 58
differences W IR 2 B
not recognised (1) -
Actual tax expense B R B I B 5 118 517




10.

11.

INCOME TAX EXPENSE (continued)

The Group has deferred tax assets of HK$7,361,000 (2005:
HK$3,684,000) arising from estimated tax losses of
approximately HK$36,544,000 (2005: HK$21,051,000).
The deferred tax assets have not been recognised as it is
uncertain whether future taxable profit will be available
for utilising the tax losses. The estimated tax losses incurred
in Hong Kong amounting to HK$32,733,000 can be carried
forward indefinitely and the estimated tax losses incurred
in US amounting to HK$3,811,000 will expire in the
financial year 2026.

At the balance sheet dates, the Group and the Company

did not have any significant deferred tax liabilities.

LOSS ATTRIBUTABLE TO EQUITY HOLDERS
OF THE COMPANY

Of the consolidated loss attributable to equity holders of
the Company of HK$95,506,000 (2005: HK$376,313,000),
a loss of HK$35,701,000 (2005: HK$355,125,000) has

been dealt with in the financial statements of the Company.

10.

11.
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Pi £ BB 3% (4)

A AL H E A H 436,544,000 00 (%
F A A :21,051,000% 0) 1 51 BLES e
18 2 % SE B JE & 7 /57,361,000 00 (—
FEE A 3,684,000 J6) o IE FE Bl IH
NI A T RR > T TR A T A R Bl JE R
it A2 75 7T B BB s 1 o Uk 2 AR
i 75 s 48 55 32,733,000% IG - #% % k5 18
A0 PR 4 > T 95 B A T BLRS e 4R
3,811,000% JT ¥ it — % — N 4F B BUAE
JEE Jee i o

JRESHE B AR AR B K AR 4 R R AT o
R S i JH A f o

AR 2 i) B 2 15 AN A s

AN EDRE 5 FE A ON AL &5 A R
95,506,000 st (= F & A 4 ¢
376,313,000% £ ) # > — % j& 4
35,701,000% & ( = F F H 4 :
355,125,000 Jt.) T A A 24 7] B ik
Ll
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for the year ended 31 March 2006 # % —FFENF=H =1 —H IFFE

122

13.

DIVIDENDS

The directors do not recommend the payment of a dividend

for the year ended 31 March 2006 (2005: Nil) and the

Company did not pay any interim dividend during the

year.

LOSS PER SHARE

(a)

Basic loss per share

The calculation of the basic loss per share is based
on the loss for the year attributable to equity holders
of the Company of HK$95,506,000 (20035:
HK$376,313,000) and the weighted average number
of ordinary shares of 2,873,962,000 (2005:
2,085,407,000) in issue during the year.

Diluted loss per share

No diluted loss per share has been presented as the
options and warrants of the Company and the
options of a subsidiary as mentioned in note 29
which were outstanding as at 31 March 2006 and
31 March 2005 and during the respective financial
years, had an anti-dilutive effect to the Group’s loss

per share.

12.

13.

Jbe B

WE-FFAFEZA=T— A LFE
AR RRRA S (CFFLLE
DN E SN ER e
CETE

i JBe M 1

(a)

i JBe B AR s 1

o JB B A s 18 T AR R AR 2 R ME £
FeA A AL 4F A 1 95,506,000
Wt (ZFE[4F:376,313,000
Won) KN B AT 2
HEF- 45 802,873,962,0008¢ (—%
ZFHA4F:2,085,407,000/%) 715 -

B 8 9 s B

Bt GE 290 dl it — B ANE=H
=t —HEZFTRFEA=T
— F R A R B AR B R 1 Ok
AT 2 AR 7 ) i PSR e i e
Be— T WA Ja 2 ) 2 B PR S A 4
B e R R R R B
Slfr 4 52 51 4 fis 4 9 U 4 -
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14. DIRECTORS’ AND SENIOR MANAGEMENTS’ 14. HHEREHREIEMNE

EMOLUMENTS
Details of the remuneration paid by the Group to the A £ B A 4 N SN HE S R A S v T
directors and the five highest paid individuals (including AL (BEESELER) ZFEEm T

directors and employees) for the year are as follows:

(a) Directors’ emoluments (a) HHEME

Salaries,  Retirement

allowances benefit
and benefits scheme  Share based
Fees in kind contributions compensation Total

HK$’000  HK$°000 ~ HK$’000  HKS$000  HKS$’000
AR S TN DL )b

we HwNE AREBE ORI At

T#% T#%L T#x T#xL T#x

2006 ZEEANE

Executive Directors R

Mr. Chan Wai Kwong, Peter B 23676 - 603 12 87 702
Mr. Chan How Chung, Victor B % B8 56 4 - - - - -
Mr. Lee Huei Lin FRRLL - - - 236 236
Mr. Chu Chik Ming, Jack  RAH ¥ %4 - 55 - 87 142
Mr. Pierre Seligman Pierre Seligman’t 4 - 271 - 140 411

Non-Executive Director TPty
Dr. Zoltan . Kiss Dr. Zoltan J. Kiss - 215 - - 215

Independent Non-Executive v JE #4473 ¢

Directors
Mr. Chow Siu Ngor /NE I 80 - - - 80
Mr. Yin Tat Man REEE 40 - - - 40
Mr. Chan Pei Cheong, Andy BiJi & %/ 6 - - - 6
Mr. Tam Kam Biu, William % 8 12 55 40 - - - 40

166 1,144 12 550 1,872
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for the year ended 31 March 2006 # % —FFENF=H =1 —H IFFE

14. DIRECTORS’ AND SENIOR MANAGEMENTS’ 14. HHEREHREREMNE &)
EMOLUMENTS (continued)

(a) Directors’ emoluments (continued) (a) HEFMWE ()
Salaries, Retirement
allowances benefit
and benefits scheme
Fees in kind  contributions Total

HKS$°000 HKS$°000 HKS$°000 HKS$°000
B R IR A

ik EYH & At )t st
Ti#x Ti#x T# Ti#x
2008 “ZETHE
Executive Directors AT
Mr. Chan Wai Kwong, Peter B/ 564 - 591 12 603
Mr. Chan How Chung, Victor — Bf % Hi 55/ = = = =
Mr. Lee Huei Lin FERLL - - - -
Mr. Chu Chik Ming, Jack KA B 4 A - - - -
Mr. Pierre Seligman Pierre Seligman 4k - - - -
Independent Non-Executive M JE 17 &
Directors
Mr. Chow Siu Ngor /NI R 80 = = 80
Mr. Tin Luen Huel, Stephen T R4 40 - - 40
Mr. Yin Tat Man REULE 40 - - 40
Mr. Chan Pei Cheong, Andy BRI E &4 40 - - 40
200 591 12 803
No director waived or agreed to waive any AR 0 2 5 ik B el [F] EAT fT R
emoluments in respect of the years ended 31 March FNRER ZERERFEZH =4 —H R4

2006 and 2005. 2 4o
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14. DIRECTORS’ AND SENIOR MANAGEMENTS’ 14. HHEREHREHEMNE &)
EMOLUMENTS (continued)

(b)  Five highest paid individuals (b) HELBEEMEAL
The five highest paid individuals in the Group for 0 A1 4 FEE 7Ry » A 4 1 T 007 9 75
both years included one director whose emolument G N2 S — {2
has been disclosed above. The emoluments paid to S B e HER Y A7 5 S
the remaining four highest paid, non-director SR FERE AT

individuals are as follows:

2006 2005
HKS$°000 HKS$°000
TREANE “EENE
T# T oo
Salaries, allowances 37 I ~ R A2
and benefits in kind B Y M 2,892 1,507
Retirement benefit B R AR R w4 R
scheme contributions 23 39
Share based compensation DA e HE S At A 4 2,752 =
5,667 1,546
The emoluments of the above four highest paid, non- e O A7 e T K IR EE N 2
director individuals are within the following bands: RN
Number of individuals
A¥
2006 2005
“RENIE “ERNE
Nil - HK$1,000,000 Z It £ 1,000,000%5 7T 2 3
HK$1,000,001 - 1,000,001%5 . &
HK$1,500,000 1,500,000 75 1 1
HK$2,000,001 — 2,000,001 6. &
HK$2,500,000 2,500,000% 7 1 -
(c)  During the years ended 31 March 2006 and 2005, (c) WE ZRENE R B =
no emoluments were paid by the Group to the A=+ —H Ik F R A 4L E AR
directors or any of the five highest paid individuals 4 ] #E 5 ok o7 B P 4 A
as an inducement to join or upon joining the Group ZARAT N A AT AE B A A 4K 18]

or as compensation for loss of office. A Bl mCVE Ay R 1 T
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15. PROPERTY, PLANT AND EQUIPMENT 15. ¥ W5 Bk i
Group A
Furniture,
fixtures and Plant and Leasehold
equipment machinery improvements Total
HKS$°000 HKS$°000 HKS$°000 HK$°000
IR E
Bkt RGBS ¥ Bt
T T T T T T T T
At 1 April 2004 REZZNENH —H
Cost JRA 733 - - 733
Accumulated depreciation Batin e (729) - - (729)
Net book amount W W 3% 4 - - 4
For the year ended RE-ZZHHE

31 March 2005 ZAEF—HIREE
Net book amount W ZERAEN A —H

at 1 April 2004 Z FRTH 3 H 4 = = 4
Depreciation i (1) = - (1)
Net book amount i EE AR

at 31 March 2005 A=+ — B Z IR 3 - - 3
At 31 March 2005 BoRRHE=ZA=Z1—H
Cost JRA 734 - - 734
Accumulated depreciation BEtin e (731) - - (731)
Net book amount W W 3% 3 - - 3
For the year ended BREZEAHE

31 March 2006 ZRAEF—HIREE
Net book amount NZEERAEMA —H

at 1 April 2005 Z RRTH 3 (H 3 = = 3
Acquisition of subsidiaries W 1 g 2 )

(note 32) (Bf7E32) 160 10,258 66 10,484
Additions nE 373 981 453 1,807
Disposals & - - (66) (66)
Depreciation 18 (73) (49) - (122)
Net book amount RE-ZENE=ZH=1T—H

at 31 March 2006 2 Y i - 463 11,190 453 12,106
At 31 March 2006 RoREANEZA=ZT—H
Cost B A 1,267 11,239 453 12,959
Accumulated depreciation BEtin e (804) (49) = (853)
Net book amount I Wi ¥ 4F 463 11,190 453 12,106
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15. PROPERTY, PLANT AND EQUIPMENT 15. W3- Kat il (s
(continued)
Company y: A |
Furniture,
fixtures and
equipment
HKS$°000
AR > 5 L Bk i
T it T
Net book amount I TTRE
At 1 April 2005 AZEEREMEA] —H -
Additions N E 53
Depreciation Ireg (8)
At 31 March 2006 WEEANEZA=Z4—H 45
At 31 March 2006 RoRRANEZA=ZT—H
Cost A 53
Accumulated depreciation ES i (8)

45
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16.

GOODWILL 16. F®
Group
HKS$°000
A4 M
F it oo
31 March 2006 REREAEZA=ZF—H
Gross amount at 1 April 2005 ATERELFEMA —HZHH
as previously reported an LA 2 ¥R 54,218
effect of adopting HKFRS 3 PR AN T v B i A Y R 5 3% 2 s
e Bl (BH32.1(c) (6,328)
as restated fey el 47,890
Acquisition of subsidiaries (zote 32) Wi i FE Je 4 mD (MR EE32) 140,575
Gross amount at 31 March 2006 WZEERNFE=ZH=1+—HZH(E 188,465
Accumulated amortisation at 1 April 2005 W ZEFHFEMHA—H 2 B 5 ¥
as previously reported an LR 2 i) 6,328
effect of adopting HKFRS 3 PR 40 75 Uk TS R At E 5 3 9% 2
(note 2.1(c)) (BtaE2.1(c)) (6,328)
as restated el =
Impairment recognised £ e 58 ok (H (47,890)
Accumulated impairment WRZEENFE=ZHA=1T—Hx
at 31 March 2006 25 EE (47,890)
Net carrying amount at 31 March 2006 RFEZNEZH =1+ — H 2 W 3 i 140,575

31 March 2005

Gross amount at 1 April 2004 and
at 31 March 2005

Accumulated amortisation
At 1 April 2004

Amortisation
At 31 March 2005

Net carrying amount at 31 March 2005

RE-FRRE=ZA=Z1—H

RAEZENA—H &
CEENFEZH =T —HZMME

B
B E N — B

18 6
REBERE=A=+—H

ATERENE=Z =+ — HZ IR FE

54,218

3,616
2,712

6,328

47,890




16.

GOODWILL (continued)

Prior to 1 April 2005, goodwill was amortised on a straight-

line basis over estimated useful life of 20 years.

Goodwill arising from the acquisition of a subsidiary
engaging in provision of capital market advisory services
was impaired during the year. In view of increasing
competition in the capital market and uncertain future
prospect of the subsidiary, the directors has assessed that
full provision is required in respect of the net carrying
amount of the goodwill amounting to HK$47,890,000 as
at 1 April 2005.

The amount of goodwill as at 31 March 2006 is allocated
to the business segment of photovoltaic business (the cash-
generating unit or “CGU”) and is tested for impairment
by estimating the recoverable amount of the CGU based
on value in use calculations. The calculations use cash
flow projections based on financial budgets approved by
the management covering a period of 4 years. The discount
rate applied to the cash flow projections is 20%. Based on
the results of the impairment testing, management
determines that there is no impairment of the goodwill

attributable to that CGU.

16.
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E-&E )

RFTHEMA —HAE 8%+
AE Al AT AR 0 DL B ARk S

WA S — i R = A i 0 ) R Bl 2
W B 2 ) T I A 7 R A TR [ o B
R AR T 355 388 IR B % e 4 IR A
AR EFCFMR _FFH
SEPUH — H > ZUB A B R AR T
3£47,890,000 ¥ 7T 1 H 4 T 5 4

A ERERRNEZA = —H 2 HEHE
Vil VED RN e 7 G
AR ] ) o Sl A AR A PR A R RIS A
A B 4 A B 2 AT i (] < A DA D (E
Bl Bl e B U 2 5HH I RIBEE
g 3 308 2 R 25 O AR 2 B TG
Bem B mEATRAZ B E520% -
AR AR ol (L 0 2l A SR A L e B <
P A7 Sl S A 2 T A
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17. INVESTMENTS IN SUBSIDIARIES 17, JRHE 2 H 8%
Company
A
2006 2005
HKS$°000 HKS$°000
“ERNE “EETRF
T #7x Tt T
Unlisted shares, at cost A b TR o HE AR (H A B 157,910 1
Particulars of the subsidiaries at 31 March 2006 are as REEEBNEZA=ZT—HEHKEA
follows: Al ZFERIR
Place of Particulars of  Percentage of
incorporation/ issued share issued capital
Name operation capital held Principal activities
ol W . HAH OB
$ 1% 58 AT B A BeAT AR R
Interest held directly
H A5 4 A
REXCAPITAL British Virgin 1 ordinary share 100%  Investment holding
Group Limited Islands of US$1 g
0 R R 118 % 7 e
g 13 7T
Golden Chino Limited British Virgin 1 ordinary share 100%  Participation in

Islands

I i R L R

of US$1
1A% 5 3 i
(B3N

primary and
secondary
securities market
35 16 #)
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INVESTMENTS IN SUBSIDIARIES (continued) 17. JRAHE A 88 i)
Place of Particulars of  Percentage of
incorporation/ issued share  issued capital
Name operation capital held Principal activities
il W8 3 A O
# 1 58 o AT B A AT BB
Interest held directly
H A5
Eaglefly Technology British Virgin 1 ordinary share 100%  Investment holding
Limited (Note (a)) Islands of US$1 ®E R K
(Kt 7t (a)) o B IR LRE R 11 2 1
B 1% T
China Solar Energy Hong Kong 1 ordinary share 100%  Provision for
Group Limited of HK$1 each management
(Note (b)) ([t ## (b)) i 1% 5 4 i services
T 1 T R 2 I S
China Solar Energy Hong Kong 1 ordinary share 100%  Inactive
Development H of HK$1 each I I

Limited (Note (b))
(Mt 7E (D))

1 3 78 1
B 1 T
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17. INVESTMENTS IN SUBSIDIARIES (continued) 17. JAKHE A ¥ B ¥ ()
Place of Particulars of  Percentage of
incorporation/ issued share issued capital
Name operation capital held Principal activities
ol W EL N iy
# B CEAT B A BeAE I EERH
Interest held indirectly
1 #% 5 1 H 22
REXCAPITAL Hong Kong 10,000,000 100%  Provision of
(Hong Kong) Limited Fik ordinary shares investment
HRBE (FWH) AR of HK$1 each advisory services
10,000,000/ 1 I B R IR 5
-5 5 B 1 T
REXCAPITAL Hong Kong 2 ordinary shares 100%  Provision of
Enterprises Limited R of HK$1 each management
H#= A FEA R A 2 Jik 7 ik services
g i 17 o8 41 A 2 AR S
D & M Finance Limited Hong Kong 2 ordinary shares 100%  Money lending
of HK$1 each B
it 2 J 3 3
IR 1 T
REXCAPITAL British Virgin 1 ordinary share 100%  Investment holding
Technology Limited Islands of US$1 & B
JE R LS 1 1% % 78
k1%
REXCAPITAL British Virgin 1 ordinary share 100%  Investment holding

Financial Services

Limited

Islands
T JE LS

of US$1
1% 3 2 B
HB1E T
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INVESTMENTS IN SUBSIDIARIES (continued) 17. JAKHE A ¥ 8 ¥ ()
Place of Particulars of  Percentage of
incorporation/ issued share  issued capital
Name operation capital held Principal activities
il W8 3 A O
# 1 58 o AT B A AT BB
Interest held indirectly
17 7% £ 17 4
REXCAPITAL British Virgin 1 ordinary share 100%  Investment holding
Strategic Investments Islands of US$1 gLy
Limited I Ja i T 1 3 B
R 1% T
REXCAPITAL British Virgin 1 ordinary share 100%  Investment holding
Management Limited Islands of US$1 @< gLyl
B RS 1 3 7 1
137t
Capital View British Virgin 1 ordinary share 100%  Provision of nominee
Investments Limited Islands of US$1 services
B IR RS 1 1% % 78 e R N8
1% T
Twin Star Agents Limited British Virgin 1 ordinary share 100%  Holding nominees

Islands
B B LTS

of US$1
1 7 1%
BB 13E T

shares for

the Group

in Hong Kong
MAREEREBEA

L UNi &l
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17.

INVESTMENTS IN SUBSIDIARIES (continued) 17. JRHE A A 8% )
Place of Particulars of  Percentage of
incorporation/ issued share issued capital
Name operation capital held Principal activities
ol W HAH OB
$# B CEAT B A BeAE I EERH
Interest held indirectly
1 #% 5 1 H 22
REXCAPITAL Hong Kong 2 ordinary shares 100%  Provision of
Secretarial Services Fik of HK$1 each secretarial services
Limited 2 A 12 It A 3 IR 5
10 2% s 25 IR 5 A B A ) 1 o
Terra Solar Global, Inc. United States of 10,000 ordinary 51%  Investment holding
(Notes (a) and (c)) America shares of & e
([t it (a) X (c)) *H US$0.01 each
10,0008 ¥ 7 i
1% 0.01% 5T
Terra Solar North America, United States of 200 ordinary 51%  Investment holding

Inc. (Notes (a) and (c))
(Bt it (a) & (c))

Notes:

America

ES

shares,

no par value
200 /8 4 1 {E
3

(a) These companies were newly acquired during the year.

(b) These companies were newly incorporated during the year.

(c) These companies are not audited by Grant Thornton or

other Grant Thornton International member.

(a) % S5 0% 7] )G T A KR A
(b)  BZEEA ALY AF KR A RS
(c) ERGFAEIN R R MR g K

fth Grant Thornton International i

H %o
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18. INVENTORIES 18. #H
Group
A4 M
2006 2005
HKS$°000 HK$°000
REANE “ETHE
T # F it oo
Finished goods, at cost B AR (H AR 519 -
19. UNBILLED REVENUE FROM LONG-TERM 19, A% Bl VL5 90 5 4 &9 e A
SERVICE CONTRACTS
Group
A4 M
2006 2005
HK$°000 HKS$°000
REANE “ETRE
T # T i oo
Costs incurred to date plus 4B E A A
recognised profits T it 58 34 6,858 =
Less: Progress billings I B AT AR - -
Less: Foreseeable losses W AT R R - -

6,858
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20. AVAILABLE-FOR-SALE FINANCIAL ASSETS/ 20, Wt ELSRERE EBLRBYE
INVESTMENTS IN SECURITIES

Group
745
2006 2005
HKS$°000 HKS$°000
“REANE “EENE
T#7x Tt T
Unlisted equity securities, at cost A F T A RE 75 » 4% A AR 109,200 109,200
Less: Provision for impairment T : U1 B AR (109,200) (109,200)
These assets are stated at cost less impairment as the range H A G5 B 2 BN A A8 (R
of reasonable fair value estimates is so significant that the BE ANAEFRR LA REME AR
directors of the Company are of the opinion that their fair G A A o s 1 1 N R A R
value cannot be measured reliably. G -
21. FINANCIAL ASSETS AT FAIR VALUE 21, DA e 50N B 2 M < 4 ik e
THROUGH PROFIT OR LOSS/TRADING Y& 2T €
SECURITIES
Group
A4
2006 2005
HK$°000 HKS$’000
TRERANE “ERENAE
T # T T
Equity securities listed A BT RAS R 5
in Hong Kong, at fair value A B A AR 16,173 13,388
Represented by: PLF 51 2% AR R
Financial assets at fair value PL2S e AE (B 5 A8 5 iR
through profit or loss 2 4 g 16,173 =

Trading securities oI - 13,388




21.

2205

FINANCIAL ASSETS AT FAIR VALUE 21.
THROUGH PROFIT OR LOSS/TRADING
SECURITIES (continued)

The fair values of listed equity securities which are held

for trading are based on quoted market prices.

At 31 March 2006, listed equity securities of
HK$16,173,000 (2005: HK$11,018,000) were pledged
as security for loans from securities brokers of

HK$2,802,000 (2005: HK$2,787,000) (note 27).

ANNUAL REPORT 2006
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PDAREMT AR RZ &M E
ERSEE (4

B B 2 FREE BB A SR 2 A AEE
T 4% P i T A O

R EEANEZA=ZT—HBE LR
AR FEF 1 16,173,000% 0 (ZFE
4£:11,018,000%5 Jt) - BV 4K 45 75 75 1
PAAE 8 34£2,802,000% 6 (=X H
4 :2,787,000% 70) (Bt 5E27) o

TRADE AND OTHER RECEIVABLES 22, M WBCHR Ak B i Wk
Group Company
A 45 ¥ A
2006 2005 2006 2005
HK$°000 HKS$°000 HK$°000 HK$°000
“EEANE CERTHE FEANE FETAHF
T#x T T# 7z T it T
Trade receivables (note (i) JRE Wi B Bk (M A (1) 36,397 31,187 - =
Less: Provision for impairment  J& : 8 i % #
(note (i) (Mf7E (1) (14,435) - - -
21,962 31,187 - -
Deposits and prepayments TE 3K S AT KA 808 14 48 29
Other receivables L At 8 i 3 TH
(note (ii)) (Bt 3% (ii) ) 354,672 354,753 4,672 4,672
Less: Provision for impairment  J8 : 8 i 4 5
(note (ii)) (Bt & (ii) ) (354,672)  (350,000) (4,672) -
22,770 35,954 48 4,701
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22. TRADE AND OTHER RECEIVABLES (continued) 22, MR WM Ak B JL fib B Wk D ()

Notes: Wit

(1) Included in trade receivables of the Group are loan (1) AL [ R > 1£35,335,000
receivables amounted to HK$35,335,000 (200S5: ot (ZFF H4F : 31,020,000%5 7C)
HK$31,020,000) arising from the money lending business. T SRR 7 A 2 IR B K o L B MK
The loan receivables are unsecured, interest-bearing at BN L SRR A » 317 DA S5 48 2R 2 o S Je
prime rate plus 5% per annum and with repayment period W BBCA)JE - B g S H R RN A A
of 6 months or 12 months from date of drawdown. In BT T T A R AR T A R
respect of the remaining balance of HK$1,062,000 (2005: 1,062,000 76 ( —~ZF & H4F 1 167,000
HK$167,000), billings are normally due on presentation. W I0) — % AE i B B 5 A R o A A
The ageing analysis of the gross trade receivable balance B H > KRR SR SRR i R R R H A
at the balance sheet date, based on loan drawdown date Wb HOBA 2 BRI A an R

or invoice date, is as follows:

Group

A4
2006 2005
HKS$°000 HKS$°000
TRERNAE BRI
T# Tt T
Within 3 months =MANRN 969 1,005
4 to 6 months AN i x| 1,486 444
7 to 12 months tE+—MmA 20,900 29,738
Over 12 months Zh+=MA 13,042 -
36,397 31,187
Based on the assessment of the recoverability of the RS B 554 (b) 2l 2 8 Wik 3 AT
receivables as detailed in note 4(b), the directors of the Wi ] 5 B R A% > AR N ) 2B SR B IR U

Company are of the view that HK$14,435,000 of the trade W KU (E 14,43 5,000%5 € ©

receivables was impaired.
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23.

TRADE AND OTHER RECEIVABLES (continued)

(i)

(iii)

Included in other receivables of the Group is a balance of
HK$350,000,000 representing the unsettled cash
consideration from the disposal of the Group’s interest
comprising 875 fully paid ordinary shares in REXCAPITAL
Infrastructure Limited. Pursuant to the sale and purchase
agreement dated 29 October 2003, the consideration for
the disposal of the Group’s interest in REXCAPITAL
Infrastructure Limited amounted to HK$350,000,000. As
at 31 March 2006, none of the cash consideration of
HK$350,000,000 was settled and there has not been any
subsequent settlement up to the date of approval of the
financial statements. A full provision has been made in

the financial statements in respect of the receivable.

Also, included in other receivables of the Company and
the Group is a balance of HK$4,672,000 representing
deposit paid for exploring potential investment projects.
During the year, such amount was impaired because of

cessation of the exploration.

The carrying amounts of trade and other receivables of
the Group and the Company approximate their fair values

at the balance sheet dates.

AMOUNT DUE FROM/TO A SHAREHOLDER/
A MINORITY SHAREHOLDER/A RELATED
COMPANY

The amounts due are unsecured, interest-free and repayable

on demand. The carrying amounts of the balances

approximate their fair values at the balance sheet dates.

2275

23.
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(ii)

(iii)

£ 35 R A AR L At E i K TH B
350,000,000%k 7G 2 & % > & R &
A 4 M & REXCAPITAL
Infrastructure Limited 2 875 % B 44

W 28 e 2 M g 2 A W B 4 A
ME-ZE=F+A T ILHZEH

" oW o B A K S
REXCAPITAL Infrastructure

Limitedz H 2 2 & 18 %5
350,000,000 G it =T F/NAEZ
A =+4+—H">350,000,000% & = Bl
& ARAB B R A 3 BB SR R A% e
H W 5 1k J5 oK A AT A8 2 A5 ke
s B 75 3 R L A % M AR TR A
2 BB A

T3 B AR ) T AR T 22 A R K
T v A 5 — 2R {6 4,672,000 76 2
SR> T By B VB AR UK TE H T S AT
Z A4y RN f R AL BEE AT B > 54
R IE B

AR T B A R 2 R e B At
B Wie 3 2 i T e BEL 48 <6 A 5 S H
20 B E AR

W, WA — e 3 — 2 A
JBE 3R — IR B 2 2 W 22k O

%S BRSNS SR R A
R I A 25 o 45 B 2 MR T (L SELL A A L H
A RAEAE R A o
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24.

AMOUNTS DUE FROM/TO SUBSIDIARIES 24, MEWCME A BB 4 ) Ak
Company
V. /AN

2006 2005
HKS$°000 HK$°000
“REANE “EERE
T # F it oo
Amounts due from subsidiaries & i [ B 2 &) 2 IH 1,041,777 1,032,879
Less: Provision for impairment ¥ : 5 i 4 5 (913,184) (913,182)
128,593 119,697
Amounts due to subsidiaries JiE AT B B8 2 i 2R IH 22,740 26,059
The amounts due are unsecured, interest-free and have no A O ONE T TNV N SO R g
fixed repayment term. In the opinion of the directors, the A AR Ny BREE A i A5 H R
balances are repayable within 12 months from the balance 1240 P A 7 o Bk R 2 R T B A 45 i

sheet date. The carrying amounts of the balances HiAHZ N RAEEAE

approximate their fair values at the balance sheet dates.
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25. CASH AND CASH EQUIVALENTS 25. BleRBESHEY
Group Company
A A &4 il
2006 2005 2006 2005

HK$°000 ~ HK$000  HKS$000  HKS$'000
TRENE CELHE RBRBNE EEANE
T F i T T# F it o

Cash at banks and in hand AT R F I LB & 147,419 7,841 145,831 7,741
Cash at banks earn interest at floating rates based on daily WARAT S H AR 2K M % R R AT 2 Bl 4
bank deposits rates. The carrying amounts of the cash and 2V B R BRI 4 % B4
cash equivalents approximate their fair values at the balance W) BB R (0 L4 S A H A o (B
sheet dates. .
iR
26. TRADE AND OTHER PAYABLES 26, MEA ek o Il M A5k R
Details of the trade and other payables including ageing AR TR H > A7 I B A R i R L A
analysis of trade payables, based on invoice date, are as IR 2 FEAE S A
follows:
Group Company
A 45 Y |
2006 2005 2006 2005
HK$°000  HK$°000 HK$°000  HK$°000
ZREAYE TR REFAYE _FTTHEF
T#x T T# T T
Trade payables JRE ASF B 3K
Within 3 months =MEARN 819 - - -
4 to 6 months AN (5| 154 - - -
973 - - -
Temporary receipts B A& F 2 B R
from customers 13,948 - 13,948 -
Other payables and L At JE AT 22 TH
accrued charges M EFE 14,879 3,151 10,978 2,851
29,800 3,151 24,926 2,851
The carrying amounts of trade and other payables of the A A (8 R AT B 25 R At JRE ) 25 E 2 BE T
Group and the Company approximate their fair values at (R B0 2 4 2 S A (A o

the balance sheet dates.
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27

BORROWINGS

The borrowings which are repayable on demand are

analysed as follows:

27. iR

B BORMEUR 2 & T

Group
A AR M
2006 2005
HK$°000 HKS$’000
“EENE CERETAE
T#x T T
Loans from securities brokers, 2& & #5 & 4 2 B30 2,802 2,787
secured A AT
Other loan, HoAh 2 2K
unsecured A I 1 1,030 3,965
3,832 6,752

Loans from securities brokers are secured by certain equity

securities (note 21).

All the borrowings are denominated in Hong Kong dollars.
Loans from securities brokers are interest-bearing at prime
rate plus 3% per annum. Other loan is interest-bearing at

3% per annum over the prevailing prime lending rate

A (B EE21) -

offered by the Hong Kong and Shanghai Banking

Corporation Limited.

The carrying amounts of the borrowings approximate their

fair values at the balance sheet dates.

EARA

A A w8 25 KL AL 2 B DL T A @ 2R AR

Jiv A i B3 AME T RH(E < 2K B/ R AL
B R A A B R R 3 S R
oAty B0 AR 9% A s L I S R AT A IR
2 A 2 BUT e R R 3E A A

B R (B B0 45 IR A 2 8 Ao
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28. SHARE CAPITAL 28, JBA
2006 2005
CEREAE ZEEAE
Number of Number of
shares shares
(°000) HKS$°000 (°000) HKS$°000
JBe i S H B B H
(TH) T#7x (T/&) Tt
Authorised: i 5 B Ak«
Ordinary shares of 9 ] T {6 0.01% 70

HK$0.01 each 2 100,000,000 1,000,000 100,000,000 1,000,000
Issued and fully paid: CBEAT B 8 B s
At 1 April 2005/ WZREHE/

2004 ZREMAENH—H 2,752,452 27,525 1,709,400 17,094
Placing and Subscription [N

(note (a)) (Bt it (a)) 256,750 2,568 340,000 3,400
Acquisition of subsidiaries Wi Ji B /A )

(note (b)) (Bt (b)) 600,000 6,000 - -
Conversion of convertible notes Ji, # A # Jif 22 4% - - 617,582 6,176
Exercise of share options A7 157 0 F

(note (c)) (KtaE(c) 18,500 185 85,470 855
Exercise of warrants (note (d)) 1738 RER (K i (d)) 4,850 48 - -
At 31 March 2006/ REEEANE/

2005 ZEERFE=A=+—H 3,632,552 36,326 2,752,452 27,525
Notes: W2t

Pursuant to a board resolution passed on 15 March 2006,
Multichannel Investments Limited (“MIL”), a shareholder
of the Company, sold 256,750,000 existing shares of the
Company to a placing agent at the placing price of
HKS$0.59 per share (“Placing”). At the same time, MIL
subscribed for 256,750,000 shares of the Company at
subscription price of HK$0.59 per share (“Subscription™).
As a result of the Placing and Subscription, 256,750,000
new shares of the Company were issued at HK$0.59 per
share, resulting in additional share capital of
HK$2,568,000 and share premium of HK$148,915,000.
The related share issue expenses of HK$9,779,000 were

dealt with in the share premium account.

RIEH = FRNE=H +HH
2 # H & P ik £ > Multichannel
Investments Limited ([ MIL]) (A2
Al — 4 M) LAAERE0. 59 UT 2 P B
18 4% AR 28 7 256,750,000 % B3 A7 1 473
HETFEREMNRHE (TEE]) o [k
MILEL A I%0.59%s 76 2 78 B A5 52 I
AN 256,750,000/ B Gy (T &8
1) o %L 45 B 5 B SO F] DA
£ 0.59%5 It % 17 256,750,000 8 Hr
Ji o DA K AS B A1 1 02,568,000
g6 oo Bh K M 6y s fE A Ah B o
148,915,000% It - A7 B B 17 35 17 BA
X 9,779,000% 7T > B A B4 v 1
H o i B o
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28.

SHARE CAPITAL (continued)

Notes: (continued)

(b)

As mentioned in note 32, the Company issued new shares
of 600,000,000 as part of the consideration of acquiring
100% issued share capital of Eaglefly. As at the date of
acquisition on 19 January 2006, the market price of the
shares of the Company was HK$0.223, resulting in
additional share capital of HK$6,000,000 and share
premium of HK$127,800,000.

During the year, subscription rights attached to 18,500,000
share options of the Company issued during the year (note
29) were exercised at the subscription price of HK$0.166
per share, giving rise to the issue of 18,500,000 shares of
HK$0.01 each for a total consideration of HK$3,071,000.
Accordingly, additional share capital of HK$185,000 and
share premium of HK$2,886,000 is resulted.

On 6 June 2005, an ordinary resolution was duly passed
by the shareholders of the Company with respect to the
issue of 550,000,000 warrants of the Company at an issue
price of HK$0.046 per warrant for total cash consideration
of HK$25,300,000 (before
HK$1,319,000). Each warrant entitles the holder to
subscribe for one ordinary share of the Company of
HK$0.01 each at an initial subscription price of HK$0.116
per share at any time during the period from 4 July 2005,
the date of issue, to 3 July 2007.

issue expenses of

During the year, an aggregate of 4,850,000 new shares of
the Company of HK$0.01 each were issued for cash at a
subscription price of HK$0.116 each pursuant to the
exercise of 4,850,000 warrants for a total cash
consideration of HK$563,000. Accordingly, additional
share capital of HK$48,000 and share premium of
HK$515,000 is resulted.

At the balance sheet date, the Company had 545,150,000
warrants outstanding. The exercise in full of such warrants
would, under the present capital structure of the Company,
will result in the issue of 545,150,000 additional ordinary
shares of the Company, including additional share capital
of HK$5,452,000 and share premium of HK$57,785,000

(before expenses).

28.

o I e A A NI/ [ S
600,000,000 8 5 1 > LA VE £ i i
Eaglefly 100% & 3547 B 4 2 & 43 A4
& oA ZBENE—H T IUE Z Ui
F > A28 &) By i 8 4% 0.22 35 75 > A
AR 18 6,000,000% 7T B K i
153 35 B &5 40 180 127,800,000%5
=5

I SR N R N/ I BTN - e
18,500,000 /1% 1 1 HE (B 51 29) Fff B
R ME A AT A BRI AE B
0.166%5 7t > LA B ZH %517 18,500,000
JE 45 B T (0.0 135 T 2 B A7 > #8401
£53,071,000%5 75 = [F] Ut » 28 5588 i i
A 185,000% Ju K M M i (E
2,886,000 7t

B ERAENHANH —H L E R
ok S A N ) e A M S RE R SR T
i B DA AT 8 1 wR R HE R 0.04 6 6
JEEEAT 550,000,000/8 A= 4 7 78 % HE
W5 A B4 AU ME £ 25,300,000 T
(FNBR %47 B % 1,319,000 JT Al ©
BRI R RS AR R E
TAEEH A HE RE L
L = HWH T LR 0. 1164 7T
) A R A R — AR F A
T (A 0.01 5 JC 2 % % ik -

A4 TR AR B AR A A 454,850,000
R B HE R 2 AT A B A fE A
563,000% 7T > 3£ 444,850,000 % 45 i
T {E 0.0 145 7T 37 I 4% 58 W% 18 4 %
0. 11695 JCHEAT » $0 HLBL 46 o [F Y » 28
1 0 B A 48,0003k 7T K B 13 v E
515,000 7t

A &S H A A 545,150,000
JBe T A ol 7 G o i % 5 R R M
MERBAT > e AN F Bl B AL
T o 1 S BUAR A  545,150,000 % B
Sh 2 % B AT A S B i AR
5,452,000% Ju K B #r i fE
57,785,000% 76 (1B B SZ i) ©
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SHARE OPTION SCHEMES

Company

On 29 July 2002, the Company adopted a share option
scheme (the “2002 Scheme”). Under the 2002 Scheme, the
directors are authorised, at their discretion, to offer eligible
participants, being employees (whether full time or part
time), business consultants, agents, financial or legal
advisors whom the directors consider, in sole discretion,
have contributed to the Group, options to subscribe for
new shares of the Company. The directors are authorised
to determine exercise price, such price will not be less
than the highest of (a) the closing price of the shares as
stated in the Stock Exchange’s daily quotations on the date
of offer, which must be a business day; (b) the average of
the closing prices of the shares as stated in the Stock
Exchange’s daily quotations for the five business days
immediately preceding the date of offer; and (c) the nominal

value of an ordinary share.

There is no general requirement that an option must be
held for any minimum period before it can be exercised
but the directors are empowered to impose at their
discretion any requirements at the time of granting any
particular option. Upon acceptance of the option, the
grantee is required to pay a consideration of HK$1.00 for
each lot of share options granted on or before the 30 days

after the option is offered.

The period within which the shares must be taken up under
an option will be determined by the directors at their
discretion but will not be later than 10 years after the date

of adoption of the 2002 Scheme.

28
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ATEEAELA HILE AR F
Mo THE RS E ([ R S
B MRPE T F AETHE R
A RRE R B AL G 'R 2
W B e Mo AR B~ SEHS R~ A B B S B
TR B A A R N L W RORE DL R
S A A ) 7 I o S R T R AT
1 > M A% 1B A AR ¢ () AR A 4%
FERRCHE FB (b2 2 8 36 B A8 1B 32
g H B 2 T 51 2 T A8 (b) B
S P HE 3 2 R 2 AR A i 5S
T H R AE R TS 2T BT E K (c)
-5 R (L (DA f e S ) o

Nf7 408 g P A R 2 N ZEL AR A T TR — B PR
A5 AT AT 2 — MR - ME T
P A5 b A o] B e R A AT R o R
A B e HE I > 7R 2 N ZE A 52 o T TR RE
AR R 30 H oA k1 R M R 2 T RE S
A 1.00% G -

TR\ 2 W AN 0 2 01
i o 8 B S A R
FE B B R A4
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28

SHARE OPTION SCHEMES (continued)

Company (continued)

The total number of shares issued and which may fall to
be issued upon exercise of the options granted under the
2002 Scheme and any other share option schemes of the
Company (including exercised and outstanding options) to
each of the eligible participants in any 12-month period
up to the date of grant shall not exceed 1% of the shares

in issue as at the date of grant.

The maximum number of shares which may be issued upon
exercise of all options to be granted under the 2002 Scheme
and any other share option schemes of the Company must
not exceed 10% of the issued share capital of the Company
on the date of approval and adoption of the 2002 Scheme
provided that the Company may at any time seek approval
from its shareholders to refresh the limit to 10% of the
shares in issue as at the date of approval by the shareholders

in general meeting where such limit is refreshed.

The movement of the share options granted by the

Company under the 2002 scheme are as follows:

29.

Jile JBe i it B ()

AR A (5

BT R B 2 R 2 O AT KR K
TR AR B A o AT A At g A
RERT #1432 2 S b (48 2 A7 Bl &R
A7 (o0 2 W F W) AT o T LA 9 AT 2 M
Ty S R R A 2 AR AT+ R
HIW A A2 0% B 9 847 B
B2Z1% °

PIAT (i — % % —4E Gt 3 UL A 2 /) H
At 58 PR T S 452 £ 2 B PR T AT 2 ML
T B H > i 5 AN B A A 2 R A v
PR 2T T AEFHEIE B 2 CB TR
Z10% > MEAR 23w AL A AT Ao e = oK H
IS R o S R AR - 2 RO SR % IR
BB R gAEs A e #iBh 2
10% °

1R R % A B A A 2 A
2 0 F

2006 2005
Number Number

CRBNE —EEHAE

HH #H

At 1 April 2005/2004 A CERRAE S ZRENEN A —H 101,517,006 32,234,012
Granted (note (a)) B (M it (a) 275,200,000 170,869,970
Lapsed P - (16,117,006)
Exercised (note (b)) EATE (K aE (b)) (18,500,000) (85,469,970)

At 31 March 2006/2005 it — & EZENLE

FEHFZ =+ H

358,217,006 101,517,006
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29. SHARE OPTION SCHEMES (continued) 29. Nk JBCHEST 3 ()
Company (continued) A 2w (#0)
The exercise price and exercisable periods of the share il e WE 2 A (oA S AT A A T

options are as follows:

2006 2005
“EEANE “FEHEF
Exercise Exercise
price price
Number per share Number per share
HKS$ HKS$
YH HRATHEM HH HRATEE
# it T
Exercisable period: RIEE
2.1.2004 - 1.1.2014 “EFFNE-AZAE
ZEX—MiE—H—H 16,117,006 0.1600 16,117,006 0.1600
20.12.2004 - 19.12.2014 ZZFZFNE+ZH - +HE
R -NEFZHTIUA 85,400,000 0.0880 85,400,000 0.0880
27.6.2005 - 26.6.2015 ZEEREASAZTERE
ZE-REASAZTAH 85,200,000 0.1660 - -
20.7.2005 - 19.7.2015  “EFEFREELA - FHE
“EX—HELH LA 171,500,000 0.1660 - =
At 31 March WR=H=+—H 358,217,006 101,517,006
Notes: g
(a) Share options were vested once granted. (a) W A L N 4% H e o
(b) In respect of the share options exercised in the current (b) T A A A B BOAE B AT 2 B R
financial year, the weighted average share price of the AT H A B 2 T 34 B AE 5
Company at the dates of exercise ranged from HK$0.44 0. 4438 70 % 0,64 78 (ZBET
to HK$0.64 (2005: HK$0.05) per share. The share options F:0.05HETT) o JA RN B A7 2 ik
exercised during the year resulted in the issue of HE 35 BUAR S 7 3547 18,500,000 %

18,500,000 ordinary shares of the Company (note 28 (c)). i (B 5E28 (c)) o
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28

SHARE OPTION SCHEMES (continued)

Company (continued)

As mentioned in note 2.1(d), the adoption of HKFRS 2
has no financial impact to the share options granted by
the Company in prior years. However, all the share options
granted during the year have been accounted for under
HKEFRS 2. The fair value of the 275,200,000 share options
at the date of grant was HK$24,049,000 in aggregate which
has been recognised as to HK$3,696,000 as staff costs and
HK$20,353,000 as consultancy fee in the income statement
for the year ended 31 March 2006.

The fair values of share options granted during the year
were determined by an independent valuer using the
Binomial Model (the “Model”). Details of the inputs to

the Model are as follows:

Expected volatility (%) 42.18%
Risk-free interest rate (%) 3.38%
Dividend yield (%) 0.00%

Expected volatility at the date of grant represents historical
volatilities which was calculated using the 90-day historical

share prices of the Company preceding the date of grant.

At the balance sheet date, the Company had 358,217,000
share options outstanding under the 2002 Scheme. The
exercise in full of these remaining share options would,
under the present capital structure of the Company, will
result in the issue of 358,217,000 additional ordinary shares
of the Company including additional share capital of

HK$3,582,000 and share premium of HK$49,124,000.

Subsequent to the balance sheet date and up to the date of
these financial statements, no share option has been

granted.

29.

Jile JBe i it B ()

AR A (5

R B R 2.1 (d) i At > R 4R A vk B S R4
M QIS5 2GR A LS R IR AE AR R 2
i IR HEE NI e B S S 28 o SR T > BT TR AE IR
Tt 2 B P R 2 i B A S B S A i )
55258 A B 2 275,200,000 H% 1 B A ik 1%
tH 2 2 o fE (A8 R £ 24,049,000
T EREE _ZEANFE=ZA=Z1—H
11 4 B2 i i R e R H T 3,696,000 T
5y B LA $220,353,000%5 76 24 B 4
o

JRAF TRt S 2 2 SRSl R
X (TR ) R - i A B 2 Bor
T

TE A I 18 (%) 42.18%
48 JE B A 2R (%) 3.38%
ZH (%) 0.00%

TR H 2 TR > B LA R H i
A B LA OB S w2 R i

5 o

=

G H o ARPE —FF AR AL
W 358,217,000 B A AT fi i 15 HE o fifd 5%
S5 BRT  FR M  R AT AR m) B
fEAEHE TS AN A
358,217,000 i #H Ab 2 578 e 45 47 > 045
BB AR 3,582,000 It K B A1 0y ik
849,124,000 It °

ARG H AR R A% AE B R B R
fH] > ML 0 S MR 4% o
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SHARE OPTION SCHEMES (continued)

Subsidiary

On 31 December 2005, Terra Solar Global, Inc. (“TSG”),
a subsidiary of the Group, implemented a share option
scheme (the “2005 Scheme”). Under the 2005 Scheme,
TSG’s directors (the “TSG directors”) are authorised to
offer share options of TSG to eligible participants, being
directors, officers, other employee and consultants of TSG

and its subsidiaries.

The TSG directors are authorised to determine exercise
price per share. Such price shall not be less than (i) 110%
of the fair market value per share on the date of grant if
the options are granted to employee as defined under the
2005 Scheme and at the time of grant of the options, the
employee owns more than 10% of the voting power of all
classes of shares of TSG or any parent or subsidiary; or
(ii) the fair market value per share on the date of grant for

cases other than that described in (i).

The period within which the shares must be taken up under
an option will be determined by the TSG directors, but
not more than 5 or 10 years from the date of grant,
depending on the situations as described in the 2005

Scheme.

28
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28

SHARE OPTION SCHEMES (continued)

Subsidiary (continued)

The options granted under the 2005 Scheme shall be
exercisable upon its having vested in accordance with the

vesting schedule and upon and after the registration date.

The aggregate number of shares which may be issued
pursuant to the 2005 Scheme is 1,500. If any option granted
under the 2005 Scheme shall expire or terminate for any
reason without having been exercised in full or shall cease
for any reason to be exercisable in whole or in part, or if
TSG shall reacquire any option, the unpurchased shares
subject to such options shall again be available for grants
of options under the 2005 Scheme. The maximum aggregate
number of shares of TSG that may be granted in the form
of share options in any one fiscal year to an eligible

participant shall be 1,000 shares.

The movement of the share options granted under the 2005

Scheme are as follows:

29.
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A A T S A 5 AR BEAT > SN TSG
T o A ] S R » A I IR R o
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th M 2 o A AT — IR B B4 T
DA BHETE 3% T 4 B 2 I3 2 TSG
Z By 2 M8 W = 4 1,000 -
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2006 2005

Number Number

“EENE —EETHF

Yt B

At 1 April 2005/2004 WoBERE RFNENA —H - -
Granted Bl 1,226 —

At 31 March 2006/2005

W oBENE) EFEAFE=ZH=+—H
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20,

SHARE OPTION SCHEMES (continued)

Subsidiary (continued)

During the year, 1,226 share options were granted under
the 2005 Scheme with exercise price of HK$6,153
(equivalent to US$794) per option. As at 31 March 2006,
520 share options were vested and exercisable. The
outstanding share options as at 31 March 2006 are

exercisable from the date of vesting to 31 December 20135.

The share options granted under the 2005 Scheme during
the year have been accounted for under HKFRS 2 and as a
result, HK$137,000 has been recognised as staff costs in

the income statement for the year ended 31 March 2006.

The fair values of share options granted during the year
were determined by an independent valuer using the Black-
Scholes Option Pricing Model (the “Black-Scholes Model™).
Details of the inputs to the Black-Scholes Model are as

follows:

Expected volatility (%) 3.46%
Risk-free interest rate (%) 4.53%
Dividend yield (%) 0.00%

Risk free interest rate represents the yields to maturity of

respective US Federal 10 year Treasury Note.

At the balance sheet date, TSG had 1,226 share options
outstanding under the 2005 Scheme which represented
12.3% of the issued share capital of TSG on the same

date.

Subsequent to the balance sheet date and up to the date of
these financial statements, no share option had been granted

under the 2005 Scheme.

29.
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30. RESERVES 30. i
Company Y /|
Share  Share option  Contributed Warrant ~ Accumulated
premium reserve surplus reserve losses Total
HK$°000 HK$°000 HK$°000 HKS$°000 HKS$°000 HK$°000
(note (a)) (note (b)) (note (c))
by A BIATE B A Rt sk
Fiti Fiti T T T T
(Wi (a)) (Hzt(b) ) (W)
At 1 April 2004 REZRMENA—H 432,125 - 611,786 - (654010) 389,901
Loss for the year/ ERER/FR
Total recognised income ERERIA K
and expense for the year B A% - - - - (355,125) (355,125)
Shares issued on placement (R e 5 1 8 47 M 10,200 - - - - 10,200
Expenses for placement of shares il & IRt B X (464) - - - - (464)
Shares issued on conversion of R0 4
convertible notes i 8 47 M £ 18,824 - - - - 18,824
Exercise of share options i B 2,974 - - - s 2,974
At 31 March 2005 and REFFRE=A=1—H
1 April 2005 F-ZZRENA—H 463,659 - 611,786 - (1,009,135) 66,310
Loss for the year/ ERER/FR
Total recognised income ERERRAR
and expense for the year B A - - - - (35,701) (35,701)
Share based compensation (note 29) WA 33 {14 18 (fifak29) - 24,049 - - - 24,049
Shares issued on Placing and R KRR
Subscription (note 28(a)) BATRC (Wit (28(a)) 148,915 - - - - 148915
Share issue expenses (note 28(a)) T 03 847 B8 5 (W 7£28(a)) (9,779) - - - - (9,779)
Shares issued on acquisition of FR R — O 20 )
a subsidiary (note 28(b)) AT I 0 (HFat28(b)) 127,800 - - - - 127,800
Exercise of share options 10 P
(note 28(c)) (HaE28(c) 4,503 (1,617) - - - 2,886
Issue of warrants (rote 28(d)) BT (Hit28(d) - - - 23,981 - 23,981
Exercise of warrants (note 28 (d))  f70isBCHERE (Wfat28(d)) 726 = = (211) = 515
At 31 March 2006 REZEAEZA=1—H 735,824 22,432 611,786 23,770 (1,044,836) 348,976




30.

RESERVES (continued)

Company (continued)

Notes:

(a)

In the

The share option reserve arises from the share based
compensation regarding the share options granted by the

Company and a subsidiary as referred to in note 29.

Under the Companies Act of Bermuda, the contributed
surplus account of the Company is available for
distribution. However, the Company cannot declare or
pay a dividend, or make a distribution out of the

contributed surplus, if:

(1) the Company is, or would after the payment be,

unable to pay its liabilities as they become due; or

(i1) the realisable value of the Company’s assets would
thereby be less than the aggregate of its liabilities,

issued share capital and share premium account.

Warrant reserve represents the net proceeds received from
the issue of warrants of the Company. The reserve will be
transferred to share capital and share premium accounts

upon the exercise of the warrants.

opinion of the directors, as at 31 March 2006, the

Company had no reserves available for distribution to its

shareholders (2005: Nil).
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31.

BY%

MAJOR NON-CASH TRANSACTION

Part of the purchase consideration of acquisition of Eaglefly
during the year as mentioned in note 32 was settled by
600,000,000 ordinary shares of the Company at the price of
HK$0.223 per share, which amounted to HK$133,800,000.

ACQUISITION OF SUBSIDIARIES

On 19 January 2006, the Group acquired 100% of the
issued share capital of Eaglefly Technology Limited
(“Eaglefly”) together with the shareholder’s loan (the
“Acquisition”) from Multichannel Investments Limited.
Eaglefly is incorporated in the British Virgin Islands and is
an investment holding company. Eaglefly has 51% equity
interests in Terra Solar Global, Inc. which has 100% equity
interests in Terra Solar North America, Inc. (collectively,
the “TS Group”). As at the date of Acquisition, TS Group
was principally engaged in development, manufacturing,
marketing and sales of solar cells, modules and panels for
generating solar electric power and related training and

consulting services.

The purchase consideration is HK$158,174,000 which
was satisfied as to HK$24,374,000 (equivalent to
US$3,145,000) by way of cash and HK$133,800,000 by
issuing 600,000,000 ordinary shares of the Company at
the price of HK$0.223 per share which represented the
market price of the Company’s share at the date of
Acquisition. After taking into account the professional fees
incidental to the Acquisition of HK$3,224,000, the total
acquisition cost amounts to HK$161,398,000.

31.

32.

EEEBRERS

B 5 3297 #J% 4F 19 Wi i Eaglefly 2 #6473
W B ACE DA R BT 15 0.223W T 2
600,000,000 A< 2 w] 8- 788 i v 18 > AeAE
%5133,800,000% It ©

W ik B ) 28 vl

B_FERE-A LB -FEH
] Multichannel Investments Limited
It % Eaglefly Technology Limited
([Eaglefly]) 100 % E. % 47 B A 28 [7] i
SR (T ) - Eaglefly it 55 J& 5E &
BESGEM RS Jy —BEERA A -
Eaglefly®f fi Terra Solar Global, Inc.
51%HE 5 > 1 Terra Solar Global Inc.
A #F 4 Terra Solar North America, Inc.
(SR8 [ TSEE M 1) 100%HE 45 o i Wi 1
H > TSHE I 3 24 35 KW RE 3 % 2 KBy
AE R AL EARE Z B AR
o I B DL XA B s I R R IR
T o

Wi B A 18 A 158,174,000 T > H
24,374,000% 7C (A % 4 3,145,000
JG) PABL& 3 AT H 8 133,800,000% 7T
HI % # DL B 0.223% oo (AP
A AR Oyl g R 2 T ) B AT
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32.

ACQUISITION OF SUBSIDIARIES (continued)

The fair values of the identifiable assets and liabilities of

Eaglefly and TS Group as at the date of Acquisition and

ANNUAL REPORT 2006
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Eaglefly }& TSHE [ 2 vl #Ead & & & A fi
AW B 2 s Ao B A DA B B 43 i e i

the corresponding carrying amounts immediately before Z A B MR AR
the Acquisition are as follows:
Carrying
amount Adjustments Fair value
HKS$°000 HKS$°000 HKS$°000
W i L e 2 e
T T T it T Tt T
Goodwill 7 70,488 (70,488) -
Property, plant and equipment 4 2~ Wi 5 & s A 10,484 10,484
Inventories ft & 519 519
Unbilled revenue for KA MR AR W i 5
long-term service contracts G HIA 4,844 4,844
Trade and other receivables B WA R 3 S H A JRE Wi 3Kk TH 23,802 23,802
Cash and cash equivalents B T Bl 5B 573 573
Trade and other payables JEE AT T TR e Al IR AT 5k E (1,620) (1,620)
Borrowings RS (4,611) (4,611)
Minority interests D B R £ (51,194) 34,538 (16,656)
Net assets acquired i % IR 53,285 17,335
Shareholder’s loan acquired 5 B R R AR K 3,488
Goodwill arising on
Acquisition (note 16) W A 2 R (B AEL6) 140,575
Total acquisition cost HELS i AR 161,398
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32. ACQUISITION OF SUBSIDIARIES (continued) 32, WO BB A H) ()

Fair value
HKS$’000
AW L
T # T

The total acquisition cost is satisfied by: 8 AR AS DA 81 45 TE S A
Cash B4 27,598
Shares issued 84T Iy 133,800
161,398

An analysis of the net cash outflow arising W B AR 2 B4 T R A

on the Acquisition is as follows: ST
Cash consideration paid A Bl 4 AR 27,598
Bank balances and cash acquired Wi B SR AT &5 B S B 4 (573)
Net outflow of cash and cash equivalents A BB 2 B4 K

in respect of the Acquisition Bl S5 B Y i A 27,025




32.

33.

ACQUISITION OF SUBSIDIARIES (continued)

Notes:

Since the Acquisition, Eaglefly and TS Group has contributed
revenue of HK$7,725,000 and net loss of HK$3,742,000 to the

Group’s revenue and loss for the year.

Had the Acquisition been completed on 1 April 2005, the revenue
and the loss for the year of the Group would have been
HK$12,670,000 and HK$110,801,000 respectively. The pro forma
information is for illustrative purposes only and is not necessarily
an indication of revenue and results of operations of the Group
that actually would have been achieved had the Acquisition been
completed on 1 April 2005, nor it is intended to be a projection

of future results.

OPERATING LEASE COMMITMENTS

At 31 March 2006, the total future minimum lease
payments in respect of office premises under non-cancellable

operating leases were payable by the Group as follows:

32.

33.
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W Bl B B R AR H — H 58 i A 4 B
Z A B A 48 53 A 55 12,670,000 I8 1
110,801,000 JT o fff % R 43 50 I A 4% >
S I IR BUR A —F T AR A — H 58 ik
TR T 6% P 22 B0 2 A A [ O A I 788 VR 2 468 O
91 7 A TR AR 2E Ao

BB RYE

B ERAE S S — B R
W I 2 255 L A S B 1 452 AR
3t 24 0 S A B L 2 B ML R A
T

Group

A 45
2006
HK$°000
ZEENYE
T#C

2005
HKS$’000
EE
T

— 4

Within one year
In the second to fifth year inclusive

8 T AR

Over five years

The Group leases land and buildings under an operating
lease. The lease runs for an initial period of 10 years, with
an option to renew the lease and renegotiate the terms at
the expiry date. The lease does not include any contingent

rentals.

W2 LA (1 E R W)

2,247 -
11,831 -
18,116 -

32,194 -

A S T 5 A AR A FELR - Sy o A
B2 IR 48> FT R B30 A 9 4R A
REL ST 385 0k A 4 Tih T o e L3I0 4 6 4
AF: AT 2 R A 4 o
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34.

CAPITAL COMMITMENTS

Group

As at 31 March 2006, the Group had the following capital

commitments:

(i)

The Group has entered into a contract with a
company, in which a director of the Company has
equity interest, for the purchase and installation of
certain manufacturing equipments which are used/
to be used in a long-term service contract. The
amount of the purchase contract is approximately
HK$43,014,000 and other associated charges
relating to the contract which are to be billed on
labour and material basis is HK$3,100,000. As at
31 March 2006, costs of HK$5,619,000 in relation
to the contract have been incurred by the Group
and the amount of commitment arising from the

contract was HK$40,495,000.

Pursuant to the signing of two joint venture
agreements by a subsidiary on 10 January 20035, the
Group is required to make capital contribution of
approximately HK$15,500,000 (US$2,000,000) and
HK$988,000 (US$127,500) respectively. As at 31
March 2006, the Group has not yet made any of

such capital contributions.

Company

The Company had no material capital commitment as at

the balance sheet dates.

34.
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35.

CONTINGENT LIABILITIES AND
LITIGATIONS

The Group

On 21 September 1999, a former director of the Company,
Mr Wong Chong Shan, commenced proceedings in the High
Court against the Company claiming a sum of
HK$5,000,000. Mr Wong Chong Shan alleged that he paid
the said sum on the Company’s behalf in August 1997 to a
third party as deposit and that the Company failed to
make repayment to him. The directors have considered the
matter and are of the opinion that since no positive steps
have been taken by Mr Wong Chong Shan to proceed with
the action since June 2000, it is not necessary at this stage
to make a provision in the financial statements for these

proceedings.

The Company

The Company has issued corporate guarantee to certain
securities brokers for securing the credit facilities granted
by the brokers to one of its subsidiaries on securities
accounts. As at 31 March 2006, HK$712,000 of the credit

facilities was utilised by the subsidiary.

35.
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36. MATERIAL RELATED PARTY 36. WABEEALZR Y
TRANSACTIONS
Particulars of material related party transactions during RN TR A LA BT

the year are as follows:

2006 2005
Notes HK$°000 HKS$°000
“REANE ZRR AR
Bt 7t T # T oT
Interest expense on loan from B\ R4 T 2 €K
a related party, unsecured IS BH S S (a) 170 99
Operating lease charges Y2 s E T
in respect of properties - 291
Purchase of manufacturing W A R
equipments 34(i) 5,619 -
Research and development W 3% BH 32
expenses (b) 969 -
Secondment service income 18 5 IR 455 We A (c) 2,628 1,613
Notes: Pt
(a) During the year, interest expense of HK$170,000 (2005: (a) N AL F — 4 i AT IR
HK$99,000) were paid in respect of a loan from a company oy HE 4 2 N m] B At 2 B R AT AR
in which a former director of the Company has equity Bl X 170,000% ¢ ( = & £ #

interest. 4:99,000%5 JT) °



36.

37.

MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(b) The Group has entered into research and development
agreement with a related company in which a director of
the Company has the equity interest. Research and
development expenses incurred by the Group during the

year in respect of the agreement was HK$969,000.

(@) Secondment service income of HK$2,628,000 (2005:
HK$1,613,000) were derived from secondment of staff to
a related company in which a former director of the Group

has equity interest.

FINANCIAL RISK MANAGEMENT

The Group does not have written risk management policies
and guidelines. However, the board of directors meets
periodically to analyse and formulate measures to manage
the Group’s exposure to market risk, including principally
changes in interest rates. Generally, the Group employs a
conservative strategy regarding its risk management. As
the directors of the Company consider that the Group’s
exposure to market risk is kept at a minimum level, the
Group has not used any derivatives or other instruments
for hedging purposes. The Group does not hold or issue

derivative financial instruments for trading purposes.

36.

37.
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37.

FINANCIAL RISK MANAGEMENT (continued)

The financial assets of the Group comprise primarily

securities in listed and unlisted companies, amounts due

from customers of contract works, trade and other

receivables, cash and cash equivalents. The financial

liabilities of the Group comprise trade and other payables

and borrowings.

(a)

(b)

Interest rate risk

The Group has no significant interest-bearing assets
apart from cash and cash equivalents. The Group’s
interest rate risk arising from borrowings are

disclosed in note 27.

Foreign currency risk

The Group’s exposure to risk resulting from changes

in foreign currency exchange rates is minimal.

Credit risk

Generally, the maximum credit risk exposure of
financial assets is the carrying amount of the
financial assets as shown on the face of the
consolidated balance sheet. Credit risk, therefore, is
only disclosed in circumstances where the maximum
potential loss differs significantly from the financial

asset’s carrying amount.

The Group’s amounts due from customers of
contract works and trade and other receivables are
significant

actively monitored to avoid

concentrations of credit risk.
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37.

FINANCIAL RISK MANAGEMENT (continued)

(d)

Liquidity risk

The Group applies prudent liquidity risk
management by maintaining sufficient amount of
cash and keeping committed credit line available

from high quality lenders.

Price risk

The Group is exposed to equity security price risk
because of its investments in securities held for
trading. They are stated at fair value at each balance
sheet date. The management monitors and manages
this risk exposure by maintaining a portfolio of

investments with different risk profiles.

Fair Value

The directors consider that the fair value of financial
assets and financial liabilities reported in the
consolidated balance sheet approximate their

carrying amounts.
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