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Chairman’s Statement

On behalf of the Board (the “Board”) of Directors (the “Directors”) of China Conservational Power
Holdings Limited (the “Company”), | hereby report the results of the Company and its subsidiaries
(together the “Group”) for the year ended 31 March 2007.

The primary goal of the Board is to formulate a proposal for resumption of the trading of the shares
of the Company so as to protect the interest of the Company and its shareholders as a whole. The
two newly appointed Executive Directors, Mr. Sun Tak Yan, Desmond and Mr. Ng Cheuk Fan, Keith,
having extensive experience in corporate affairs of listed companies, have actively participated in the
resumption process together with other members of the Board since joining the Board. To facilitate
the process, the Company intends to engage an independent accountant to conduct a review of the
Group's financial reporting and internal control system.

To improve the performance of the Group, more resources will be allocated to its existing business,
especially securities brokerage. Besides, the Group is studying the feasibility of recommencing its old
business in sea freight forwarding services.

It will be another challenging year ahead. | would like to take this opportunity to thank my fellow
Directors and all staff members for their hard work, dedication and support to the Group, and look

forward to their continuous support in the years to come.

By Order of the Board

You Wei
Chairman

Hong Kong, 31 July 2007

CHINA CONSERVATIONAL POWER HOLDINGS LIMITED
ANNUAL REPORT 2007



Management discussion and analysis

During the year, the Group recorded an audited net loss attributable to shareholders of approximately
HK$13,230,000 (2006: loss of approximately HK$131,251,000). Provisions on interest in associates,
investment deposits, loans and margin receivable, loans interest receivable and investment held for
trading in the amount of approximately HK$122,418,000 had been made by the Group in the
financial year ended 31 March 2006. During the year, no material provision had been made, thus the
loss decreased sharply.

During the year, the electrical engineering contracting business had completed all the contracts on
hand. The business generated a turnover of approximately HK$2,934,000, representing a decline of
83.4% from HK$17,737,000 last year. Turnover from the business accounted for 45.1% (2006:
59.8%) of the total turnover of the Group for the year.

The sales from electrical materials and components trading of the Group decreased by 23.3% to
approximately HK$1,430,000 as compared to HK$1,865,000 in the corresponding period of last year.

Hong Tong Hai Securities Limited is engaged in securities brokerage and margin financing business.
The income from these operations decreased to approximately HK$2,137,000 from approximately
HK$5,011,000 in the corresponding period of last year, representing a decrease of 57.3%. The
decrease is mainly due to the resignation of several senior staff of Hong Tong Hai Securities Limited
during the year. The Group had already recruited a number of experienced staff to fill the vacancies
for smooth operation.

Hong Tong Hai Capital Limited did not grant any new loan during the year under review. The money
lender licence expired on 15th June 2006 and had not been renewed.

The Group recorded a realised gain of approximately HK$9,196,000 during the year from the disposal
of two subsidiaries.
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Management discussion and analysis

Liquidity, Financial Resources and Gearing

The Group’s total current assets and current liabilities were approximately HK$61,992,000 (as at 31
March 2006: HK$89,335,000) and approximately HK$35,819,000 (as at 31 March 2006:
HK$50,661,000) respectively, while the current ratio was about 1.73 times (as at 31 March 2005:
1.76 times).

As at 31 March 2007, the Group’s aggregate cash balance amounted to approximately HK$7,284,000
(as at 31 March 2006: HK$16,045,000), representing 11.7% (as at 31 March 2006: 18%) of total
current assets. Barring unforeseen circumstances and with the continued financial support from the
substantial shareholder and a lender of the Group, the Directors believe that the Group has adequate
funds and liquidity for its business operations.

As shown in the Group’s consolidated balance sheet as at 31 March 2007, consolidated shareholders’
funds amounted to approximately HK$26,863,000 (as at 31 March 2006: HK$40,056,000); whereas
the Group’s total borrowing was approximately HK$16,798,000 (as at 31 March 2006: HK$16,737,000)
only, which mainly comprised of HK dollar overdrafts, borrowings and finance lease obligations. Bank
overdrafts carry interests calculated on the prime lending rate, other borrowings carry interests calculated
at fixed rate and finance charges are fixed on the date the finance leases are entered.

As at 31 March 2007, the gearing ratio, defined as total debts over total assets, was approximately
26.59% (as at 31 March 2006: 18.04%). The increase in the gearing ratio was mainly due to the
decrease in total assets of the Group during the year.

Foreign Exchange Management

The Group’s purchases from overseas suppliers are always subject to foreign currency fluctuations.
The Group monitors the risks in foreign exchange by way of placing forward foreign exchange
contracts. Since the Company’'s shares listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”), the Group basically has not changed its foreign exchange management policy.
The risks in foreign exchange within this year were reduced accordingly because of the decrease in
oversea purchases at times of reduced trade activities. As at 31 March 2007, the Group had no
significant outstanding forward foreign exchange contracts on hand.
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Management discussion and analysis

Contingent Liabilities and Capital Commitments
At 31 March 2007, the Group had no material contingent liabilities and capital commitments.
Pledge of Assets

At 31 March 2007, the Group had pledged bank deposits of approximately HK$2 million (as at 31
March 2006: approximately HK$2 million) to secure certain bank facilities available to the Group.

It is the Board'’s intention to continue with the existing business operations of the Group including
electrical engineering contracting business, trading in electrical materials and components, investment
holding, securities brokerage and margin financing, while at the same time looking for new business
opportunities. For sea freight forwarding services business, the Board is in the course of formulating a
strategic plan to restart this business.

The Board is determined to use their best endeavor to maintain a high standard of corporate
governance.

Trading in the shares of the Company has been suspended since 29 September 2005. The Board will
use its best endeavor to formulate a plan for the resumption of trading of the shares of the Company
so as to protect the interest of the shareholders of the Company.
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Biographical Details of Directors and Senior Management

Ms. YOU Wei

Ms. YOU Wei, aged 30, was appointed as an Executive Director of the Company on 10 May 2006
and was appointed Chairman of the Company on 29 June 2006. She was re-designated as Non-
Executive Director on 12 June 2007. Ms. You graduated from (b 3 ) ¥ 4N & 7 & 5 K 2 ((Beijing)
University of International Business and Economic*) in Beijing, the People’s Republic of China (the
“PRC") with a higher diploma in International Trade in 1997 and obtained her master degree in
Business Administration in 2002. She has worked in the marketing department of a company engaged
in the operation of a trading website in the PRC for over two years and has been acting as the
financial investment consultant of the same company for over five years. Ms. You was also a director
and the general manager of an immigration consultancy company in New Zealand for over four years
and the director of a garment trading company for over two years.

Mr. NG Khai Wain

Mr. NG Khai Wain, aged 46, was appointed as an Executive Director and the Chairman of Remuneration
Committee of the Company on 10 May 2006. He was appointed the Chief Executive Officer on 29
June 2006. Mr. Ng was the deputy chairman and the general manager of a manufacturing company
in Liaoyang City of Liaoning Province of the PRC which mainly engaged in the manufacturing of glass
handicrafts and paper box since 1992. He also has over eight years of experience in sales and
marketing in the PRC and the Macau Special Administrative Region of the PRC and was the deputy
chairman and the general manager of a chemical product company in Tonghua City of Jilin Province,
the PRC for over seven years.

Mr. SUN Tak Yan, Desmond

Mr. SUN Tak Yan, Desmond, aged 59, was appointed as an Executive Director of the Company on 11
January 2007. Mr. Sun holds a Bachelor Degree of Economics from University of Tasmania. He has
extensive experience in strategic planning and corporate development, including initial public offerings,
mergers and acquisitions of listed companies in Hong Kong and in specialized land developments in
Hong Kong and in China.

Mr. NG Cheuk Fan, Keith

Mr. NG Cheuk Fan, Keith, aged 46, was appointed as an Executive Director of the Company on 4
April 2007. Mr. Ng graduated from the University of Alberta, Canada with a Bachelor degree in
commerce, majoring in accounting. He also received a Master of Commerce degree in Professional
Accounting from the University of New South Wales, Australia. Mr. Ng is a member of the CPA
Australia and an associate member of the Hong Kong Institute of Certified Public Accountants. He
has over 18 years of accounting experience. He is currently an executive director of LeRoi Holdings
Limited, the shares of which are listed on the main board of The Stock Exchange of Hong Kong
Limited.

Mr. YEUNG Kwok Leung

Mr. YEUNG Kwok Leung, aged 33, joined the Group in October 2005 and was appointed the Qualified
Accountant of the Group on 2 November 2005. On 23 December 2005, he was appointed as an
Executive Director of the Company. Mr. Yeung holds a Bachelor degree in Accountancy. He has over
11 years' experience in auditing, financial controlling, accounting, corporate development as well as
business strategies. He is a fellow member of the Association of Chartered Certified Accountants and
an associate member of the Hong Kong Institute of Certified Public Accountants. Mr. Yeung is
responsible for the financial and accounting functions of the Group.

* for identification purpose only
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Biographical Details of Directors and Senior Management

Mr. Albert HO

Mr. Albert HO, aged 49, was appointed as an Independent Non-Executive Director, the Chairman of
Audit Committee as well as a member of the Remuneration Committee of the Company on 10 May
2006. Mr. Ho graduated from Macquarie University in Sydney, Australia with a Bachelor Degree in
Economic in 1985 and obtained his master of Business Administration degree from the University of
Hong Kong in 1991. He is a Certified Public Accountant and a fellow member of the Association of
Chartered Certified Accountants. He has extensive experience in financial and corporate management.
Mr. Ho is currently an independent non-executive director of Jiuzhou Development Company Limited
and Yu Ming Investments Limited, the shares of which are listed on the main board of The Stock
Exchange of Hong Kong Limited.

Mr. Shane PHILLIPS

Mr. Shane PHILLIPS, aged 40, was appointed as an Independent Non-Executive Director and a member
of the Audit Committee of the Company on 10 May 2006. Mr. Phillips obtained a Post Graduate
Diploma in Business Management from Auckland University in New Zealand in 2002. He has over 13
years of experience in human resource development, recruitment and career planning. He also has
been an executive officer of an organisation that held contracts with New Zealand’s The Ministry of
Health. He is currently a director of a consultancy company in New Zealand which is principally
engaged in provision of government liaison services, contract management, property development
and business consultation. Mr. Phillips is also a trustee of a large provider of facilities that cater for
people with intellectual disabilities. This provider holds several contracts with New Zealand based
government agencies.

Mr. CAI Zhixu

Mr. CAIl Zhixu, aged 34, was appointed as an Independent Non-Executive Director, a member of the
Audit Committee and the Remuneration Committee of the Company on 10 May 2006. Mr. Cai
graduated from E N ¥ 4N& 5 EBT (Guangzhou Institute of Foreign Trade*), now known as & & 4h
B INE KE (Guangdong University of Foreign Studies*), in Guangzhou, the PRC majoring in
International Trade in 1995. He had been acting as the project director and manager in the finance
and investment department of Zhu Kuan Development Company Limited, now known as Jiuzhou
Development Company Limited, the shares of which are listed on the main board of The Stock
Exchange of the Hong Kong Limited, or its holding company from end of 1995 to 2000. He has
extensive experience in finance and investments. Since 1999, Mr. Cai has been acting as the managing
director of a trading company engaging in the trading of construction materials and automobiles in
Zhuhai City of Guangdong Province, the PRC.

* for identification purpose only
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Biographical Details of Directors and Senior Management

Mr. Chang Chih Ping, Tony

Mr. Chang Chih Ping, Tony, aged 60, rejoined the Group in December 2006. He is a Dealing Director
of the securities section of the Group. Mr. Chang has over 23 years of experience in investment
services business and has taken up directorship with various securities companies. He is a member of
The Institute of Internal Auditors (U.K.) and a former member of Comex, New York. He is responsible
for overseeing the securities trading business.

Mr. Kwok Wai Shun

Mr. Kwok Wai Shun, aged 35, joined the Group in March 2005. He is one of the Dealing Directors of
the securities section of the Group. Mr. Kwok holds a Bachelor Degree of Arts from the University of
Toronto and has over eight years experience in investment services business. He is responsible for
overseeing the securities trading business.

Mr. Tong Ching Po

Mr. Tong Ching Po, aged 59, joined the Group in 2007. He is another Dealing Director of the
securities section responsible for overseeing the securities trading business of the Group. Mr. Tong
has over 30 years experience in financial services. Before joining the Group, he worked for several
securities firms and has extensive experience in this field.

Ms. Chow Man Ngan
Ms. Chow Man Ngan, aged 32, joined the Group in December 2003. She is a member of The Hong
Kong Institute of Chartered Secretaries and has over 10 years experience in corporate strategic

planning, secretarial services as well as compliance aspect. She is responsible for overseeing all the
corporate secretarial matters in the Group.

* for identification purpose only
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Directors’ Report

The Directors present their annual report and the audited financial statements for the year ended 31
March 2007 of the Company and its subsidiaries.

The Company acts as an investment holding company. The principal activities of its principal subsidiaries
are set out in note 44 to the financial statements.

The results of the Group for the year ended 31 March 2007 are set out in the consolidated income
statement on page 31 of the annual report.

The Directors do not recommend the payment of a dividend for the year ended 31 March 2007.
(2006: Nil).

Details of movements in the property, plant and equipment of the Group and the Company during
the year are set out in note 16 to the financial statements.

Details of movements in the share capital of the Company during the year are set out in note 35 to
the financial statements.

During the year, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of
the Company’s listed securities.

Movements in the reserves of the Company during the year are set out in note 37 to the financial
statements.
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Directors’ Report

At 31 March 2006 and 31 March 2007, the Company had no reserves available for distribution.

A summary of the published results and assets, liabilities and minority interests of the Group for the
last five financial years, as extracted from the audited financial statements and reclassified as
appropriate, is set out on page 98. This summary does not form part of the audited financial
statements.

Details of the share option schemes of the Company are set out in note 36 to the financial statements.
At 31 March 2007, the number of shares in respect of which options had been granted and remaining
outstanding under the share option schemes of the Company was 13,700,000 (2006: 25,522,600),

representing approximately 2.95% (2006: 5.5%) of the shares of the Company in issue at that date.

A summary of the movements in the Company’s share options during the year is as follows:

20048B 6,400,000 (6,200,000) 200,000
2004C 2,630,000 (530,000) 2,100,000
2005A 500,000 (500,000) =
2006A 15,992,600 (4,592,600) 11,400,000

25,522,600 (11,822,600) 13,700,000

CHINA CONSERVATIONAL POWER HOLDINGS LIMITED
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Directors’ Report

Details of specific categories of options are as follows:

HK$ HK$
20048 27 August 2003 27 August 2003 - 1.170 1.3060
26 August 2008
2004C 16 January 2004 16 January 2004 — 0.840 0.8520
15 January 2009
2005A 1 April 2004 1 April 2004 - 0.700 0.7000
31 March 2009
2006A 2 August 2005 2 August 2005 - 0.340 0.3520

1 August 2010

Options which lapsed or are cancelled have been taken out of the register of outstanding options
maintained by the Company.

The Directors of the Company during the year and up to the date of this report were:

NG Khai Wain (Chief Executive Officer) (appointed as an Executive Director on 10 May
2006 and as Chief Executive Officer on 29
June 2006)

SUN Tak Yan, Desmond (appointed on 11 January 2007)

NG Cheuk Fan, Keith (appointed on 4 April 2007)

YEUNG Kwok Leung (appointed on 23 December 2005)

SZETO Chak Wah, Michael (alias Seto Chak Wah) (resigned on 27 April 2006)

LAl Man Leung (resigned on 27 April 2006)
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Directors’ Report

YOU Wei (Chairman) (appointed as an Executive Director on 10 May
2006 and as Chairman on 29 June 2006 and
re-designated as Non-Executive Director on 12
June 2007)

Albert HO (appointed on 10 May 2006)

Shane PHILLIPS (appointed on 10 May 2006)

CAl Zhixu (appointed on 10 May 2006)

TSOI Wai Kwong (resigned on 10 May 2006)

AU Tin Fung (resigned on 10 May 2006)

LAW Mun Yee (resigned on 27 April 2006)
(

CHONG Yiu Kan, Sherman resigned on 27 April 2006)

Mr. Sun Tak Yan, Desmond and Mr. Ng Cheuk Fan, Keith who were appointed by the Board shall
retire at the forthcoming annual general meeting. On 12 June 2007, Ms. You Wei was re-designated
as Non-Executive Director but remains as Chairman of the Company. Mr. Yeung Kwok Leung, who
has been the longest in office since last election, shall retire at the forthcoming annual general
meeting pursuant to article 116 of the Articles. Ms. You Wei, Mr. Sun Tak Yan, Desmond, Mr. Ng
Cheuk Fan, Keith and Mr. Yeung Kwok Leung are eligible for re-election at the forthcoming annual
general meeting and have agreed to offer themselves for re-election.

The Independent Non-Executive Directors are subject to retirement by rotation. The Company has
received from each Independent Non-Executive Director a confirmation of his independence pursuant
to the new independence guidelines set out in Rule 3.13 of The Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The Company considers the Independent Non-Executive Directors to be independent.

Biography details of the Directors and the senior management of the Group are set out on pages 7 to
9 of the annual report.

All the Directors proposed for re-election at the forthcoming annual general meeting have entered
into service contracts with the Company for specific terms. Apart from the foregoing, none of the
Directors proposed for re-election at the forthcoming annual general meeting has a service contract
with the Company or any of its subsidiaries which is not determinable by the Group within one year
without payment of compensation, other than statutory compensation.
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Directors’ Report

Other than those disclosed under “Share Option Scheme” above, the Company had no outstanding
convertible securities, options, warrants or similar rights as at 31 March 2007 and there has been no
other issue or exercise of any convertible securities, options, warrants or similar rights during the
year.

As at 31 March 2007, the Directors of the Company and/or any of their respective associates had the
following interests and short positions in the shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) (the “SFO")) as recorded in the register required to be kept
by the Company under section 352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to Part XV of the SFO or the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) under the Listing Rules:

Notes
You Wei (a) 1,380,000 300,000 63,900,000 14.13%
(b) 9,000,000 1.94%
Ng Khai Wain (c) 63,900,000 13.77%

Notes.—

(a) As at 31 March 2007, Ms. You is deemed to be interested in 74,580,000 Shares (representing approximately
16.07% of the Company’s issued share capital) under Part XV of the SFO, of which: —

(i) 1,380,000 Shares (representing approximately 0.30% of the Company’s issued share capital) are
held by Ms. You;
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Directors’ Report

(ii) 300,000 Shares (representing approximately 0.06% of the Company’s issued share capital) are
owned by one of her family relatives and Ms. You as the joint owners; and

(iii) 63,900,000 Shares owned by Billion Boom Investments Limited (“BBIL”). BBIL is a company
incorporated in the British Virgin Islands and is owned as to 75% by Ms. You, 0.6% by Mr. Ng
Khai Wain and 24.4% by Golden Sun Pacific Limited, a company incorporated in the British Virgin
Islands and is beneficiary wholly owned by Mr. Huang Shui Yong.

(b) 9,000,000 Shares which are subject to the call option granted by Highworth Venture Limited in favour of
BBIL (representing approximately 1.94% of the Company’s issued share capital) are attributable to Ms.
You.

(c) Mr. Ng Khai Wain owns a 0.6% interest in BBIL's issued share capital, and BBIL holds 63,900,000 Shares
(representing approximately 13.77% of the Company’s issued share capital).

Other than as disclosed above and certain nominee shares in subsidiaries held by the Directors in trust
for the Group, none of the Directors, or their associates, had any personal, family, corporate or other
interests in the securities of the Company or any of its associated corporations (within the meaning of
Part XV of SFO) which are required to be entered into the register kept by the Company pursuant to
section 352 of the SFO or any interests which are required to be notified to the Company and the
Stock Exchange pursuant to the Model Code in the Listing Rules or under Division 7 and 8 of Part XV
of the SFO.

Other than options granted under the Company’s share option scheme mentioned above, at no time
during the year was the Company, or any of its subsidiaries a party to any arrangements to enable the
Directors and the chief executive, their respective spouse or minor children (natural or adopted) to
acquire benefits by means of the acquisition of shares in, or debentures of, the Company or any other
body corporate under an arrangement to which the Company, any of its subsidiaries, its holding
company, or subsidiaries of the holding company (i.e. fellow subsidiaries); is a party, and the exercise
of such rights.
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Directors’ Report

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

None of the Directors of the Company is interested in any business, which compete or is likely to
compete either directly or indirectly, with business of the Group.

As at 31 March 2007, the register of substantial shareholders’ interests in shares and short positions
maintained under section 336 of the SFO showed that the Company had been notified of the
following interests, being 5% or more held in the shares and underlying shares of the Company.

Long position in the shares of the Company:

%
Billion Boom Investments Limited (Note (a)) 72,900,000 15.71
AWH Fund Ltd. (Note (b)) 27,366,000 5.90

CHINA CONSERVATIONAL POWER HOLDINGS LIMITED
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Directors’ Report

Notes:

Billion Boom Investments Limited (“BBIL") is a company incorporated in the British Virgin Islands and is
owned as to 75% by Ms. You Wei, 0.6% by Mr. Ng Khai Wain and 24.4% by Golden Sun Pacific Limited,
a company incorporated in the British Virgin Islands and is wholly owned by Mr. Huang Shui Yong. Ms.
You Wei is the Chairman and Non-Executive Director, and Mr. Ng Khai Wain is the Chief Executive Officer
of the Company. Mr. Huang Shui Yong is a third party independent of, and not connected with the
Company, its Directors, chief executive officer, substantial shareholders and subsidiaries and their respective
associates (within the meaning of the Listing Rules).

Pursuant to a sale and purchase agreement entered into between Highworth Venture Limited (“Highworth”)
and BBIL on 10 May 2006, Highworth, among others, (i) sold 63,900,000 Shares (representing approximately
13.77% of the Company’s issued share capital) to BBIL, which sale was completed on 10 May 2006 at a
total consideration of HK$ 3 million; and (ii) granted a call option at an option price of HK$1 in total in
favour of BBIL over 9,000,000 Shares (representing approximately 1.94% of the Company’s issued share
capital), the share certificates in respect of which were reported to have been lost and the replacement
certificates were being applied for. Under such agreement, BBIL may exercise the call option to acquire
the entirety of 9,000,000 shares concerned at an exercise price of HK$1 in total. It is BBIL's intention to
exercise such call option once the replacement certificates are obtained by Highworth.

The interest of AWH Fund Ltd. in the Company is based on the information provided by the Stock
Exchange official website on 31 July 2007.

Save as disclosed above, as at 31 March 2007, the Directors are not aware of any other persons who
have interests or short positions in the shares, underlying shares of equity derivatives or debentures of
the Company or any associated corporations (within the meaning of Part XV of the SFO) which would
be required to be disclosed to the Company pursuant to Part XV of the SFO.
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Directors’ Report

Based on information that is publicly available to the Company and within the knowledge of the
Directors, at least 25% of the Company’s total issued share capital was held by the public as at the
date of this report.

During the year, the five largest customers of the Group accounted for about 99% of the turnover of
the Group and the largest customer accounted for about 52% of the total turnover.

The five largest suppliers of the Group in aggregate accounted for about 99% of its purchases for the
year. Purchases from the largest supplier accounted for about 40% of its purchases.

None of the Directors, their respective associates, or any shareholders (which to the knowledge of the
Directors own more than 5% of the Company’s share capital) has any interest in any of the five
largest customers and the five largest suppliers of the Group for the financial year ended 31 March
2007.

The Group strictly complies with the Mandatory Provident Fund Schemes Ordinance in making
mandatory contributions for its staff.

The Company and its subsidiaries have not repurchased, sold or redeemed any of the Company’s
securities during the year.

Details of significant events which occurred after the balance sheet date are set out in note 47 to the
financial statements.

The Company has, throughout the year ended 31 March 2007, complied with most of the applicable
code provisions and principles of the Code on Corporate Governance Practices as set out in Appendix
14 to the Listing Rules. Details of the Corporate Governance Report of the Company was set out on
page 20 to 27 of this annual report.
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Directors’ Report

There are no provisions for pre-emptive rights under the Company’s Articles of Association, or the
laws of the Cayman Islands, which would oblige the Company to offer new shares on a pro-rata basis
to existing shareholders.

As at 31 March 2007, there were no material contingent liabilities in respect of outstanding litigation
or legal proceeding that need to be disclosed.

The Company has an Audit Committee which was established in compliance with Rule 3.21 of the
Listing Rules for the purpose of reviewing and providing supervision over the Group‘s financial reporting
process and internal controls. The Audit Committee comprises of three Independent Non-Executive
Directors of the Company, namely, Mr. Albert Ho, Mr. Shane Phillips and Mr. Cai Zhixu. They have
reviewed with management the accounting policies and practices adopted by the Group and discussed
audit, internal controls and financial reporting matters including a review of the audited financial
statements for the year ended 31 March 2007.

Horwath Hong Kong CPA Limited retire and a resolution for their reappointment as auditor of the
Company will be proposed at the forthcoming annual general meeting.

On behalf of the Board

Ng Khai Wain
Chief Executive Officer

Hong Kong, 31 July 2007
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Corporate Governance Report

In the opinion of the Board, the Company has complied with the Code of Corporate Governance
Practices (the “Code”) set out in Appendix 14 to the Listing Rules throughout the year ended 31
March 2007 except for the deviations disclosed herein.

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers
("Model Code”) set out in Appendix 10 to the Listing Rules as the code of conduct regarding
securities transactions by its directors. Having made specific enquiries, all Directors have confirmed
that they have fully complied with the required standard set out in the Model Code during the year.

The Board is responsible for the leadership and control of the Group and oversees the Group's
businesses, strategic decisions and performance. It is mainly accountable to the shareholders and is
also in charge of the management, business, strategy, annual and interim results, risk management,
major acquisitions, disposals and capital transactions and other major operation and financial aspects
of the Group. The Board has delegated the day-to-day responsibility to the Executive Directors who
perform their duties under the leadership of the Chief Executive Officer.

During most of the time in the year, the Board consisted of three to five Executive Directors and three
Independent Non-Executive Directors. One of the Independent Non-Executive Director has relevant
financial management expertise as required under the Listing Rules.

During the period from 1 April 2006 up to the date of this report, a total of thirteen full Board
meetings were held by the Company to discuss the Group’s development strategies, operational and
financial performance of the Group. Reasonable notices have normally been given to all the Directors
prior to the meetings, except in case of emergency. Matters on transactions where Directors are
considered having a conflict of interest or material interests would not be dealt with by way of
written resolutions and a separate Board meeting shall be held where Independent Non-Executive
Directors who have no material interests should be present at the meeting. Directors having a conflict
of interest or material interests in a transaction shall declare their interests therein before the Board
meeting in accordance with the articles of association of the Company, abstain from voting on the
relevant resolutions and shall not be counted in the quorum present at that Board meeting.
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Corporate Governance Report

Board meetings involve the active participation, either in person or through other electronic means of
communication, of a majority of Directors. The Company Secretary assists the Chairman of the
meeting in preparing the agenda, and each Director may request the inclusion of items in the agenda.
Directors are also consulted to suggest matters to be included in the agenda of all meetings.

Minutes of the Board meetings are recorded in detail and draft minutes are circulated within a
reasonable time after the meeting to all Directors for review and comments before being approved by
the Board. All minutes of the meetings are properly kept by the Company Secretary and are available

for inspection by Directors and/or Auditor during normal office hours.

The attendance of Directors, either in person or through other electronic means of communication
and the number of Board meetings held during the year under review or during their tenure of

services is as follows:—

Executive Directors

Ng Khai Wain

Sun Tak Yan, Desmond
Ng Cheuk Fan, Keith
Yeung Kwok Leung

Szeto Chak Wah, Michael
Lai Man Leung

Non-Executive Director

You Wei

(appointed on 10 May 2006 and

further appointed as

Chief Executive Officer

on 29 June 2006)
(appointed on 11 January 2007)
(appointed on 4 April 2007)
(appointed on 23 December 2005)
(resigned on 27 April 2006)
(resigned on 27 April 2006)

(appointed as Executive Director
on 10 May 2006, further
appointed as Chairman
on 29 June 2006 and
re-designed as
Non-executive Director but
remains as Chairman
on 12 June 2007)

Attendance

7/11

4/4
3/3
13/13
171
Al

6/11
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Attendance
Independent Non-Executive Directors
Albert Ho (appointed on 10 May 2006) 10/11
Shane Phillips (appointed on 10 May 2006) 4/11
Cai Zhixu (appointed on 10 May 2006) 8/11
Tsoi Wai Kwong (resigned on 10 May 2006) 2/2
Au Tin Fung (resigned on 10 May 2006) 2/2
Law Mun Yee (resigned on 27 April 2006) 11
Chong Yiu Kan, Sherman (resigned on 27 April 2006) 171

As at the date of this Annual Report, the number of Independent Non-Executive Directors has met the
requirements under the Listing Rules and Mr. Albert Ho has an appropriate accounting professional
qualification. The Company has received annual confirmations of independence from all Independent
Non-Executive Directors, namely Mr. Albert Ho, Mr. Shane Phillips and Mr. Cai Zhixu, and the Company
considers them to be independent. All Independent Non-Executive Directors have appropriate and
sufficient experience and qualifications to carry out their duties so as to fully represent the interests of
the Shareholders.

Given the nature and business objective of the Company, the Board has a balance of skill and
experience appropriate for the requirements of the business of the Company. Every Director is aware
that he/she should give sufficient time and attention to the affairs of the Group. The Board members
do not have any family, financial or business relations with each other. The list of Directors and their
respective biographies are set out on pages 7 to 9 of this annual report respectively. The list of
Directors is disclosed in all corporate communications made by the Company pursuant to the Listing
Rules from time to time.

The positions of the Chairman and the Chief Executive Officer are held separately by two Directors,
Ms. You Wei and Mr. Ng Khai Wain respectively, to ensure their respective independence, accountability
and responsibility.

The Board considered that as one of the important roles of the Chairman is to provide leadership for
the Board and to ensure that the Board works efficiently and discharges its responsibilities, the role of
Chairman should not undertake an executive role in the Board. As such, on 12 June 2007, Ms. You
Wei was re-designated as Non-Executive Director but remains as Chairman of the Company. The
Board is of the view that the re-designation of Ms. You will enable her to focus more on the role of
leadership for the Board and enhance the efficiency of the Board.
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The duty of the Chief Executive Officer is to work closely with audit committee as well as the
remuneration committee of the Company and to ensure that all key and appropriate issues are
discussed by the Board in a timely and constructive manner. The Chief Executive Officer is responsible
for general management of the Group. He is also responsible to work closely with other Executive
Directors to ensure management strategies, plans and performance of the Group are appropriately
represented to the Board and to provide guidance to the Board on major issues. The division of
responsibilities between the Chairman and the Chief Executive Officer has been clearly established
and set out in writing.

The appointment for non-executive directors of the Company is a term of one year and can be
terminated by the Company by giving one month written notice, subject to the rotation provisions in
the articles of association of the Company. The Board considers that sufficient measures have been
taken to comply with code provision A.4.1. of the Code.

A number of Board committees, including Audit Committee and Remuneration Committee, have been
established by the Board to strengthen its functions and to enhance its expertise. These committees
have been formed with specific written terms of reference which deal clearly with the committees’
authority and duties.

The Company has established a Remuneration Committee on 20 October 2005. Currently, the
Remuneration Committee consists of the Chief Executive Officer, Mr. Ng Khai Wain and two
Independent Non-Executive Directors, Mr. Albert Ho and Mr. Cai Zhixu. It is chaired by Mr. Ng Khai
Wain. A written term of reference for the Remuneration Committee has been adopted with reference
to the Code.

The Remuneration Committee’s responsibilities are to review and consider the Company’s policy for
remuneration of Directors and senior management, to determine remuneration packages for Executive
Directors and senior management including benefits in kind, pension rights and compensation payments,
and to recommend to the Board the remuneration of Non-Executive Directors.
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During the year, the Remuneration Committee met three times with necessary quorum throughout
each meeting to discuss and review the remuneration packages as well as bonus arrangements for
Directors and senior management.

The attendance, either in person or through other electronic means of communication, of individual
member to the number of Remuneration Committee meetings held during the year or during their

tenure of services is as follows:—

Number of meeting(s)

Mr. Ng Khai Wain (a) 3/3
Mr. Albert Ho (a) 2/3
Mr. Cai Zhixu (a) 3/3
Ms. Law Mun Yee (b) 0/0
Mr. Chong Yiu Kan, Sherman (b) 0/0
Mr. Au Tin Fung (c) 0/0
Mr. Tsoi Wai Kwong (c) 0/0
Notes:—

(a) Mr. Ng Khai Wain, Mr. Albert Ho and Mr. Cai Zhixu were all appointed on 10 May 2006.

(b) Both Ms. Law Mun Yee and Mr. Chong Yiu Kan, Sherman resigned on 27 April 2006. No Remuneration
Committee meeting was held during the period from the starting of the financial year up to the date of
their resignation.

(c) Both Mr. Au Tin Fung and Mr. Tsoi Wai Kwong resigned on 10 May 2006 and no Remuneration Committee
meeting was held since 1 April 2006 up to the date of their resignation.

Full minutes of the Remuneration Committee meetings are kept by the Company Secretary. Draft and
final versions of the minutes of the Remuneration Committee meetings are sent to all members of the
Remuneration Committee for comments and approval.
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The Audit Committee consists of three Independent Non-Executive Directors, namely Mr. Albert Ho,
Mr. Shane Phillips and Mr. Cai Zhixu. It is chaired by Mr. Albert Ho. The Audit Committee reports
directly to the Board and reviews matters relating to the work of the external auditor, financial
statements and internal controls. The principal duties of the Audit Committee included reviewing the
Company’s financial controls, internal control and risk management system, annual report and accounts
and half-year report. It meets with the Company’s external auditor as well as the accounts department
of the Company to discuss the audit process and the accounting and internal control issues.

A written term of reference, which describes the authority and duties of the Audit Committee, are
regularly reviewed and updated by the Board. During the year, the term of reference of the Audit
Committee have been reviewed, revised and adopted to comply with the code provision C.3.3 of the
Code.

Full minutes of the Audit Committee meetings are kept by the Company Secretary. Draft and final
versions of the minutes of the Audit Committee meetings are sent to all members of the Audit
Committee for comments and approval.

During the period from 1 April 2006 up to the date of this Report, the Audit Committee held four
meetings. Members of the Audit Committee and their attendance, either in person or through other
electronic means of communications, during their tenure of services is as follows:—

Audit Committee members Number of attendance
Mr. Albert Ho (a) 4/4
Mr. Shane Phillips (a) 1/4
Mr. Cai Zhixu (a) 4/4
Mr. Tsoi Wai Kwong (b) 0/0
Mr. Au Tin Fung (b) 0/0
Ms. Law Mum Yee (c) 0/0
Mr. Chong Yiu Kan, Sherman (c) 0/0
Notes.—

(a) Mr. Albert Ho, Mr. Shane Phillips and Mr. Cai Zhixu were all appointed on 10 May 2006.

(b) Both Mr. Tsoi Wai Kwong and Mr. Au Tin Fung resigned on 10 May 2006. No Audit Committee meeting
was held since 1 April 2006 up to the date of their resignation.

() Both Ms. Law Mun Yee and Mr. Chong Yiu Kan, Sherman resigned on 27 April 2006. No Remuneration
Committee meeting was held since 1 April 2006 up to the date of their resignation.

The financial statements of this year have been reviewed by the Audit Committee.
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The Company has not established a Nomination Committee. The duties and functions of the Nomination
Committee recommended in the Code are performed by the Board collectively with no Director being
involved in fixing his/her own terms of appointment and no Independent Non-Executive Director
being involved in assessing his/her own independence. As such, the Board does not consider that any
committee should be formed. In addition, all candidates to be selected and appointed as a Director
must be able to meet the standards set out in Rules 3.08 and 3.09 of the Listing Rules. A candidate
who is to be appointed as an independent non-executive director must also meet the independence
criteria set out in Rule 3.13 of the Listing Rules. During the year under review, the appointment of
each newly appointed Director has been properly approved by the Board.

During the year, the Group was charged approximately HK$580,000 for auditing services.

The Statement of the Auditor about their reporting responsibilities on the financial statements of the
Group is set out on pages 28 to 30 of the Annual Report.

The Directors are responsible for the preparation of the financial statements of the Group for the
relevant accounting periods under applicable statutory and regulatory requirements which give a true
and fair view of the state of affairs, the results of operations and cash-flow of the Group. In preparing
the financial statements for the six months ended 30 September 2006 and for the year ended 31
March 2007, the Directors have adopted suitable accounting policies and applied them consistently.
The financial statements for the reporting year have been prepared on an on-going concern basis.
Financial results of the Group are announced in a timely manner in accordance with all statutory
requirements, particularly the timeframe stipulated in Rule 13.49(1) and (6) of the Listing Rules.

The Board review the internal control system of the Company annually and will take any necessary
and appropriate action to maintain an adequate internal control system to safeguard shareholders’
investments and the Company’s assets. The effectiveness of the internal control system was discussed
on an annual basis with the Audit Committee.
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The Board recognises the importance of good communications with all shareholders. The Company’s
annual general meeting is a valuable forum for the Board to communicate directly with the shareholders.
The Chairman of the Board as well as Chairmen of the Audit and Remuneration Committees together
with the external auditor are present to answer shareholders’ questions. An annual general meeting
circular is distributed to all shareholders at least 21 days before the annual general meeting. It sets
out the procedures for demanding and conducting a poll and other relevant information of the
proposed resolutions. The Chairman explains the procedures for demanding and conducting a poll
again at the beginning of the annual general meeting and (except where a poll is demanded) reveals
how many proxies for and against have been filed in respect of each resolution. The results of the
poll, if any, will be published in the newspapers and on the Company’s website.

A key element of effective communication with shareholders and investors is the prompt and timely
dissemination of information in relation to the Group. The Company has announced all its price-
sensitive information, announcements, interim and annual results in a timely manner in compliance
with the Listing Rules.

The management dedicated for investor relations received interviews from and held meetings with
equity research analysts, fund managers, institutional shareholders and potential investors from time
to time during the year. The Company also maintains an on-going dialogue with the investing public
via our bulletin board in the Company’s official website so as to promptly address any causal enquiries
about the Company.

The procedures for demanding a poll by the shareholders were incorporated in all circulars sent to
shareholders and will be explained during the proceedings of meetings. Whenever voting by way of a
poll is required, the detailed procedures for conducting a poll will be explained. Poll results will be
published in newspapers on the business day following the shareholders’ meetings and posted on the
website of the Stock Exchange.
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Independent Auditor’s Report

TO THE SHAREHOLDERS OF CHINA CONSERVATIONAL POWER HOLDINGS LIMITED
(FERREHLEZERBRAA)
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of China Conservational Power Holdings
Limited (the “Company”) and its subsidiaries (hereinafter referred to as the “Group”) set out on
pages 31 to 97, which comprise the consolidated and Company balance sheets as at 31 March 2007,
the consolidated income statement, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

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

Our responsibility is to express an opinion on these financial statements based on our audit. Except as
described in the basis for qualified opinion paragraph, we conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and true and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
the Directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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1. As disclosed in note 41, the Group disposed of two subsidiaries during the year and realised a
gain on disposal of HK$9,196,000 which was included in other operating income. The Group
has not received any updated accounts or financial information on these subsidiaries beyond
the unaudited financial information as at 31 December 2005 obtained in previous year.
Management represented that the subsidiaries remained inactive during the year and did not
have any transactions since 31 December 2005. The gain on disposal was calculated as the
difference between the consideration received by the Group and the net liabilities of these
subsidiaries as at 31 December 2005 which were incorporated in the consolidated financial
statements of the Group prior to their disposal. We are unable to carry out alternative procedures
to ascertain the networth of these subsidiaries as at the date of disposal or to satisfy ourselves
that the gain on disposal is fairly stated in the consolidated income statement for the year.

2. As disclosed in note 22 to the financial statements, investments held for trading of the Group
of approximately HK$66,580,000 as at 31 March 2007, before impairment provision, were
valued by the Directors at approximately HK$38,816,000 by reference to a valuation of the fair
value of the investments carried out by a professional firm of independent valuers as at 31
March 2006. The valuation assumed, inter alia, that the investee company will be able to
continue to carry on business as a going concern. However, we have been unable to carry out
the necessary audit procedures to satisfy ourselves that the investee company, which is listed on
The Stock Exchange of Hong Kong Limited and has its shares suspended for trading since 29
September 2005, will be able to continue to carry on business as a going concern. As a result
of this uncertainty, we are unable to satisfy ourselves as to whether or not the carrying value of
investments held for trading of HK$38,816,000 as at 31 March 2007 is fairly stated.

In our opinion, except for any adjustments that might have been determined to be necessary had we
been able to obtain sufficient evidence concerning the gain on disposal of subsidiaries during the year
and the carrying value of investments held for trading as at 31 March 2007, the consolidated
financial statements give a true and fair view of the state of the Company’s and the Group’s affairs as
at 31 March 2007 and of the loss and cash flows of the Group for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly prepared in accordance with
the disclosure requirements of the Hong Kong Companies Ordinance.
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Report on matters under sections 141(4) and 141(6) of the Hong Kong Companies Ordinance

In respect alone of the limitation on our work relating to gain on disposal of subsidiaries and
investments held for trading:

o we have not obtained all the information and explanations that we considered necessary for
the purpose of our audit; and

o we were unable to determine whether proper books of account had been kept.

In forming our opinion, we have considered the adequacy of the disclosures made in the financial
statements concerning the basis of preparation of financial statements made by the Directors. As
explained in note 3b(ii) to the financial statements, the Group sustained a net loss for the year of
HK$13,230,000. Net current assets and total equity only amounted to HK$26,173,000 and
HK$26,863,000 respectively as at 31 March 2007 which included investments held for trading with a
carrying value of HK$38,816,000. As explained in paragraph 2 under the heading “Basis of qualified
opinion” above, we are unable to satisfy ourselves as to whether or not the carrying value of
investments held for trading is fairly stated. The financial statements have been prepared on a going
concern basis, the validity of which depends upon the financial support of a substantial shareholder
and a lender of the Group who have undertaken to provide funds to finance the working capital
requirements of the Group.

We consider that the circumstances relating to the above fundamental uncertainty have been adequately
accounted for and disclosed in the financial statements and our opinion is not qualified in this
respect.

HORWATH HONG KONG CPA LIMITED 2001 Central Plaza
Certified Public Accountants 18 Harbour Road
Wanchai
Hong Kong
Shiu Hong Ng

Practising Certificate number P03752

Hong Kong, 31 July 2007
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Consolidated Income Statement

For the year ended 31 March 2007 (Expressed in Hong Kong dollars)

Turnover
Cost of sales

Gross profit

Other operating income
Selling expenses
Administrative expenses
Provision for doubtful debts
Impairment losses

Loss from operations
Finance costs

Gain on disposal of subsidiaries

Loss before taxation
Taxation

Net loss for the year
Dividends

Loss per share
— basic

— diluted

Notes

12
41

13

14

15

The accompanying notes form part of these financial statements.

6,504
(3.711)

2,793
250
(12)
(20,408)
(1,684)

(19,061)
(2,573)
9,196

(12,438)
(792)

(13,230)

(2.9 cents)

N/A

2006
HK$'000

29,690
(21,687)

8,003
4,720
(50)
(42,427)
(2,562)
(122,418)
(154,734)
(2,285)
25,927

(131,092)
(159)

(131,251)

(28.5 cents)

N/A
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Consolidated Balance Sheet

At-31-March 2007 (Expressed.in Hong Kong dollars)

Non-current assets
Property, plant and equipment
Intangible assets
Other assets
Retention money receivables

Current assets
Fixed deposits
Bank balances and cash
Pledged bank deposits
Investments held for trading
Inventories
Accounts receivable
Amounts due from customers for contract work
Progress payments receivable
Other receivables, deposits and prepayments
Loans receivable
Retention money receivables
Amounts due from related companies
Taxation recoverable

Current liabilities

Bank overdraft (secured)

Other borrowings (unsecured)

Bills payable

Accounts payable, other payables and accrued charges
Loans payable

Retention money payables

Amount due to a related company

Amount due to a director

Obligations under finance leases

Taxation payable

Net current assets

Total assets less current liabilities carried forward

CHINA CONSERVATIONAL POWER HOLDINGS LIMITED
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Notes

16
20
21
23

42
22
26
30
27
28

29
23

33
34

25

24

45
32

954

205

1,159

7,284
2,134
38,816
213
5,405

1,417
800
4,099
1,773
51

61,992

1,926
14,113
15,874

687
1,252
890
529
290
258

35,819
26,173

27,332

2006
HK$'000

1,850
251
205

1,109

3,415

1,599
16,045
2,063
38,816
252
12,156
657
209
3,681
9,438
4,135
12
272

89,335

4,098
11,718
91
32,436
320
447
890

275
386

50,661
38,674

42,089



Consolidated Balance Sheet

At-31-March 2007 (Expressed.in Hong Kong dollars)

Total assets less current liabilities brought forward

Non-current liabilities
Retention money payables
Obligations under finance leases
Deferred taxation

Net assets
Equity
Share capital

Reserves

Total equity

Notes

24
32
40

35

2006

HK$'000

27,332 42,089
- 1,385

469 646

- 2

469 2,033
26,863 40,056
46,407 46,407
(19,544) (6,351)
26,863 40,056

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

31 July 2007.
NG Khai Wain YEUNG Kwok Leung
Executive Director Executive Director

The accompanying notes form part of these financial statements.
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Balance Sheet

At-31-March 2007 (Expressed.in Hong Kong dollars)

2006
Notes HK$'000
Non-current assets
Property, plant and equipment 16 - 23
Interests in subsidiaries 17 4,074 2,127
4,074 2,150
Current assets
Investments held for trading 22 38,756 38,756
Other receivables, deposits and prepayments 16 15
Bank balances and cash 3 111
38,775 38,882
Current liabilities
Other payables and accrued charges 1,281 976
Net current assets 37,494 37,906
Net assets 41,568 40,056
Equity
Share capital 35 46,407 46,407
Reserves 37 (4,839) (6,351)
Total equity 41,568 40,056

These financial statements were approved and authorised for issue by the board of directors on
31 July 2007.

NG Khai Wain YEUNG Kwok Leung
Executive Director Executive Director

The accompanying notes form part of these financial statements.
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Consolidated Statement of Changes in Equity

For the year ended 31 March 2007 (Expressed in Hong Kong dollars)

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Note (a)  Note (h)
At 1 April 2005 38,672 210,790 - 13,524 1,848 431 (125,328) 139,937 49,162 189,099
Recognised upon disposal
of subsidiaries - - - - - (468) - (468) - (468)
Net loss for the year - - - - - - (131,251) (131,251) - (131,251)
Total recognised income
and expenses for the year 38,672 210,790 - 13,524 1,848 (37) (256,579) 8,218 49,162 57,380
Issue of new shares 7,735 23,174 - - - - - 30,909 - 30,909
Share issue expenses - (780) - - - - - (780) - (780)
Disposal of subsidiaries - - - - 15 - 15 (49,162) (49,147
Equity settled share-based
transactions - - 1,694 - - - - 1,694 - 1,694
At 31 March 2006 46,407 233,184 1,694 13,524 1,863 (37) (256,579) 40,056 - 40,056
Recognised upon disposal
of subsidiaries - - - - - 37 - 37 - 37
Net loss for the year - - - - - - (13,2300 (13,230) - (13,230)
Total recognised income
and expenses for the year 46,407 233,184 1,694 13,524 1,863 - (269,809) 26,863 - 26,863
Share options lapsed - - (486) - - - 486 - - -
At 31 March 2007 46,407 233,184 1,208 13,524 1,863 - (269,323) 26,863 - 26,863

Notes:

(a) The special reserve of the Group represents the difference between the nominal value of the shares of
the subsidiaries acquired and the nominal value of the Company’s shares issued for the acquisition under
the corporate reorganisation of the Group.

(b) The capital reserve represents the contributions made by the then controlling shareholder under the
corporate reorganisation of the Group.

The accompanying notes form part of these financial statements.
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Consolidated Cash Flow Statement

For the year ended 31 March 2007 (Expressed in'Hong Kong dollars)

Notes

Operating activities
Loss before taxation
Adjustments for:

Impairment loss recognised in respect of
investment deposits

Impairment loss recognised in respect of
investments held for trading

Impairment loss recognised in respect of loan, margin
and loan interest receivables

Depreciation

Interest income

Interest expense

Interest on obligations under finance leases

Provision for doubtful debts

Bad debts written off

Gain on investments held for trading

Gain on disposal of subsidiaries

Loss on disposal of property, plant and equipment

Amortisation of intangible asset

Provision for obsolete inventories

Provision for amount due from an associate

Equity-settled share-based payment

Operating cash outflows before movements in working capital
(Increase) decrease in inventories
Decrease (increase) in accounts receivable
Decrease in amounts due from customers for contract work
(Increase) decrease in progress payments receivable
Decrease (increase) in other receivables,
deposits and prepayments
Decrease in retention money receivables
(Increase) decrease in amount due from a related company
Decrease in bills payable
(Decrease) increase in accounts payable,
other payables and accrued charges
Decrease in retention money payables
Decrease in amounts due to associates
Increase in amounts due to a related company
Increase in amount due to a director

Cash used in operations

Interest received

Interest paid

Interest on obligations under finance leases
Hong Kong profits tax paid

Net cash used in operating activities
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2006
HK$'000

(12,438) (131,092)

- 25,000

- 27,764

82 69,187
918 3,147
(166) (902)
2,542 2,245
31 40
1,602 2,562
- 315

- (269)
(9,196) (25,927)
64 1,835
251 251
238 13

- 467

- 1,694
(16,072) (23,670)
(199) 207
5,130 (13,665)
657 4,327
(1,208) 2,033
2,069 (7,332)
3,471 958
(39) 2,030
(91) (466)
(6,495) 15,508
(580) (583)
- (2,940)

- 890

529 =
(12,828) (22,703)
166 902
(2,542) (2,245)
(31) (40)
(650) =
(15,885) (24,086)



Consolidated Cash Flow Statement

For the year ended 31 March 2007 (Expressed in Hong Kong dollars)

Investing activities
Purchase of property, plant and equipment
Purchase of investments held for trading
Refund of investment deposits
Payment of investments deposits
Placement of pledged bank deposits
Decrease (increase) in loans receivable
Increase in loans payable
Proceeds from disposal of property, plant and equipment
Proceeds from disposal of listed investments
Disposal of subsidiaries

Net cash generated from (used in) investing activities

Financing activities
Proceeds from issue of ordinary shares, net of issue expenses
New borrowings obtained
Repayment of other borrowings
Repayment of obligations under finance leases

Net cash generated from financing activities

(Decrease) increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Analysis of the balance of cash and cash equivalents
Fixed deposits
Bank balances and cash
Bank overdrafts (secured)

Notes

(180)

(71)

5,257

367

214

41 (3)
5,584

2,395
(282)
2,113

(8,188)
13,546

5,358

7,284
(1,926)

5,358

The accompanying notes form part of these financial statements.

2006
HK$'000

(233)
(5,942)
25,000
(20,000)
(56)
(20,045)
320
120
15,711
(584)

(5,709)
30,129
20,000

(8,282)

(405)

41,442

11,647
1,899

13,546
1,599
16,045

(4,098)

13,546
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Notes to the Financial Statements

(Expressed in'Hong Kong dollars)

China Conservational Power Holdings Limited (the “Company”) was incorporated in the Cayman
Islands as an exempted company with limited liability under the Companies Law (2000 Revision)
of the Cayman Islands. Its registered office and principal place of business are located at P.O.
Box 309, Ugland House, South Church Street, George Town, Grand Cayman, Cayman Islands,
British West Indies and at 1702-3, 17th Floor, Skyline Commercial Centre, 71-77 Wing Lok
Street, Sheung Wan, Hong Kong respectively.

The Group engages in electrical engineering contracting, trading of electrical equipment and
materials, investment holding, securities brokerage and financing and sea freight forwarding
services. The Group operates primarily in Hong Kong. The Company is an investment holding
company. The activities of the subsidiaries are set out in note 44 to the financial statements.
The Company’s shares had been listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

The Company’'s shares have been suspended for trading on the Stock Exchange since 29
September 2005.

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

At the date of authorisation of these financial statements, the following Standards and
Interpretations relevant to the Group were in issue but not yet effective:

HKAS 1 (Amendment) Capital Disclosures 1 January 2007

HKFRS 7 Financial Instruments: Disclosures 1 January 2007

HK(IFRIC) — Int 8 Scope of HKFRS 2 1 May 2006

HK(IFRIC) — Int 10 Interim Financial Reporting 1 November 2006
and Impairment

HK(IFRIC) — Int 11 HKFRS 2 — Group and Treasury 1 March 2007

Share Transactions

The Directors of the Company anticipate that the application of these standards or interpretations
will have no material impact on the financial statements of the Group.
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Notes to the Financial Statements

(Expressed in'Hong Kong dollars)

These financial statements have been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRSs"), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations issued by HKICPA, accounting principles generally accepted
in Hong Kong and the disclosure requirements of the Hong Kong Companies Ordinance.
These financial statements also comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on the Stock Exchange.

(i) The consolidated financial statements have been prepared under the historical cost
convention, as modified for the revaluation of certain financial instruments which
are carried at fair value.

(ii)  The Group sustained a net loss for the year attributable to equity holders of the
parent of HK$13,230,000 during the year and had net assets and total equity of
approximately HK$26,863,000 as at 31 March 2007. The financial statements have
been prepared on a going concern basis, the validity of which depends upon the
financial support of a substantial shareholder, who has undertaken to provide
funds to finance the working capital requirements of the Group. A licensed money
lender has also agreed to make available a new stand-by loan up to a maximum
amount of HK$20,000,000 to the Company which is not repayable before 31 July
2008.

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

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

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

Where necessary, adjustments are made to the financial statements of subsidiaries to
bring their accounting policies into line with those used by other members of the Group.

CHINA CONSERVATIONAL POWER HOLDINGS LIMITED
ANNUAL REPORT 2007



Notes to the Financial Statements

(Expressed in'Hong Kong dollars)

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

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

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

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

A subsidiary is a company in which the Company has the power, directly or indirectly, to
govern the financial and operating policies, so as to obtain benefits from their activities.
The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Company controls another
enterprise.

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

(Expressed in'Hong Kong dollars)

An associate is a company, not being a subsidiary nor an interest in a joint venture, over
which the Group is in a position to exercise significant influence, through participation in
the financial and operating policy decisions of the investee.

The results and assets and liabilities of associates are incorporated in these financial
statements using the equity method of accounting. Under the equity method, investments
in associates are carried in the consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group’s share of the net assets of the associate, less impairment
in the value of individual investments. Losses of an associate in excess of the Group’s
interest in that associate are not recognised. The goodwill is included within the carrying
amount of the investment and is assessed for impairment as part of the investment.

Where a group company transacts with an associate of the Group, unrealised gains and
losses are eliminated to the extent of the Group's interest in the relevant associate,
except where unrealised losses provide evidence of an impairment of the assets transferred.

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

Where a group company undertakes its activities under joint venture arrangements directly,
the Group’s share of jointly controlled assets and any liabilities incurred jointly with other
venturers are recognised in the financial statements of the relevant company and classified
according to their nature. Liabilities and expenses incurred directly in respect of interests
in jointly controlled assets are accounted for on an accrual basis. Income from the sale or
use of the Group's share of the output of jointly controlled assets, and its share of jointly
venture expenses, are recognised when it is probable that the economic benefits associated
with the transactions will flow to/from the Group and their amount can be measured
reliably.
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Notes to the Financial Statements

(Expressed in'Hong Kong dollars)

Joint venture arrangements which involve the establishment of a separate entity in which
each venturer has an interest are referred to as jointly controlled entities. The Group
reports its interests in jointly controlled entities using the equity method of accounting.
Under the equity method, investments in jointly controlled entities are carried in the
consolidated balance sheet at cost as adjusted for post-acquisition changes in the Group’s
share of the net assets of the jointly controlled entities, less impairment in the value of
individual investments. Losses of a jointly controlled entities in excess of the Group's
interest in that jointly controlled entity are not recognised. The goodwill is included
within the carrying amount of the investment and is assessed for impairment as part of
the investment.

Where a group enterprise transacts with a jointly controlled entity of the Group, unrealised
gains and losses are eliminated to the extent of the Group’s interest in the joint venture,
except where unrealised losses provide evidence of an impairment of the assets transferred.

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

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

(Expressed in'Hong Kong dollars)

Gain or loss on disposal of a subsidiary, an associate or a jointly controlled entity is
determined after taking into account the carrying amount of goodwill relating to the
subsidiary, associate or jointly controlled entity sold.

Historical cost of an asset comprises its purchase price and any directly attributable costs
of bringing the asset to its present working condition and location for its intended use.
Expenditure incurred after the asset has been put into operation, such as repairs and
maintenance and overhaul costs, is charged to the profit and loss account in the period
in which it is incurred. In situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future economic benefits expected to be
obtained from the use of the assets, the expenditure is capitalised as an additional cost
of the asset or a separate asset.

Depreciation is charged so as to write off the cost or valuation of assets, other than
properties under construction, over their estimated useful lives, using the straight-line
method. The useful lives are reviewed, and adjusted if appropriate, at each balance sheet
date. The principal annual rates are as follows:

Leasehold improvements 20%
Furniture and fixtures 25%
Office equipment 25%
Motor vehicles 25%

Assets held under finance leases are depreciated over their expected useful lives on the
same basis as owned assets, or where shorter, the term of the relevant lease.

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

Intangible assets that are acquired by the Group are stated in the balance sheet at cost
less accumulated amortisation (where the estimated useful life is other than indefinite)
and impairment losses. Intangible assets with indefinite useful lives that are acquired by
the Group are stated in the balance sheet at cost less impairment losses.
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Notes to the Financial Statements

(Expressed in'Hong Kong dollars)

Assets that have an indefinite useful life are not subject to amortisation and tested
annually for impairment. Assets that are subject to amortisation are reviewed for
impairment to determine whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss (if any). Where it is not
possible to estimate the recoverable amount of an individual asset, the Group estimates
the recoverable amount of the cash-generating unit to which the asset belongs. Recoverable
amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less
than its carrying amount, the carrying amount of the asset (or cash-generating unit) is
reduced to its recoverable amount. An impairment loss is recognised immediately in the
profit and loss account, unless the relevant asset is carried at a revalued amount, in
which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or
cash-generating unit) is increased to the revised estimate of its recoverable amount, but
so that the increased carrying amount does not exceed the carrying amount that would
have been determined had no impairment loss been recognised for the asset (or cash-
generating unit) in prior years. A reversal of an impairment loss is recognised immediately
in the profit and loss account, unless the relevant asset is carried at a revalued amount, in
which case the reversal of the impairment loss is treated as a revaluation increase.
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Notes to the Financial Statements

(Expressed in'Hong Kong dollars)

When the outcome of an installation contract can be estimated reliably, contract revenue
and costs are recognised in the income statement by reference to the stage of completion
of the contract activity at the balance sheet date, as measured by surveys on works
performed.

When the outcome of an installation contract cannot be estimated reliably, revenue is
recognised only to the extent of contract costs incurred that is probable will be recoverable
and contract costs are recognised as an expense in the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the
expected loss is recognised as an expense immediately.

Inventories are stated at the lower of cost and net realisable value. Cost includes cost of
purchase of materials computed using the weighted average cost method. Net realisable
value is determined by reference to the anticipated sales proceeds of items sold in the
ordinary course of business less estimated selling expenses after the balance sheet date
or to management estimates based on prevailing market conditions.

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

(i) Trade and other receivables

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

(Expressed in'Hong Kong dollars)

(i)

Investments

Investments are recognised and derecognised on a trade date basis where the
purchase or sale of an investment is under a contract whose terms require delivery
of the investment within the timeframe established by the market concerned, and
are initially measured at fair value, plus directly attributable transaction costs.

At subsequent reporting dates, debt securities that the Group has the expressed
intention and ability to hold to maturity (held-to-maturity debt securities) are
measured at amortised cost using the effective interest rate method, less any
impairment loss recognised to reflect irrecoverable amounts. An impairment loss is
recognised in the profit and loss account when there is objective evidence that the
asset is impaired, and is measured as the difference between the investment's
carrying amount and the present value of estimated future cash flows discounted
at the effective interest rate computed at initial recognition. Impairment losses are
reversed in subsequent periods when an increase in the investment's recoverable
amount can be related objectively to an event occurring after the impairment was
recognised, subject to the restriction that the carrying amount of the investment at
the date the impairment is reversed shall not exceed what the amortised cost
would have been had the impairment not been recognised.

Investments other than held-to-maturity debt securities are classified as either
investments held for trading or as available-for-sale, and are measured at subsequent
reporting dates at fair value. Where securities are held for trading purposes, gains
and losses arising from changes in fair value are included in the profit and loss
account for the period. For available-for-sale investments, gains and losses arising
from changes in fair value are recognised directly in equity, until the security is
disposed of or is determined to be impaired, at which time the cumulative gain or
loss previously recognised in equity is included in the profit and loss account for
the period. For investment in an equity instrument that does not have a quoted
market price in an active market and for which other methods of reasonably
estimating fair value are clearly inappropriate or unworkable, the instrument will be
measured at cost less impairment. Impairment losses recognised in the profit and
loss account for equity investments classified as available-for-sale are not
subsequently reversed through the profit and loss account. Impairment losses
recognised in the profit and loss account for debt instruments classified as available-
for-sale are subsequently reversed if an increase in the fair value of the instrument
can be objectively related to an event occurring after the recognition of the
impairment loss.
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Notes to the Financial Statements

(Expressed in'Hong Kong dollars)

(iii)

(iv)

(v)

(vi)

(vii)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and deposits held at call with
banks, and other short-term highly liquid investments with original maturities of
three months or less that are readily convertible to a known amount of cash and
are subject to an insignificant risk of changes in value. Bank overdrafts that are
repayable on demand and form an integral part of the Group’s cash management
are also included as a component of cash and cash equivalents for the purpose of
the cash flow statement.

Financial liabilities and equity

Financial liabilities and equity instruments issued by the Group are classified according
to the substance of the contractual arrangements entered into and the definitions
of a financial liability and an equity instrument. An equity instrument is any contract
that evidences a residual interest in the assets of the Group after deducting all of
its liabilities. The accounting policies adopted for specific financial liabilities and
equity instruments are set out below.

Borrowings

Interest-bearing bank loans and overdrafts are initially measured at fair value, and
are subsequently measured at amortised cost, using the effective interest rate
method. Any difference between the proceeds (net of transaction costs) and the
settlement or redemption of borrowings is recognised over the term of the
borrowings in accordance with the Group’s accounting policy for borrowing costs.

Borrowings are classified as current liabilities unless the Group has an unconditional
right to defer settlement of the liability for at least 12 months after the balance
sheet date.

Trade and other payables

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

Equity instruments

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

(Expressed in'Hong Kong dollars)

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

Assets held under finance leases are recognised as assets of the Group at their fair value
at the inception of the lease or, if lower, at the present value of the minimum lease
payments. The corresponding liability to the lessor is included in the balance sheet as a
finance lease obligation. Lease payments are apportioned between finance charges and
reduction of the lease obligation so as to achieve a constant rate of interest on the
remaining balance of the liability. Finance charges are charged to the profit and loss
account, unless they are directly attributable to qualifying assets, in which case they are
capitalised in accordance with the Group’s policy on borrowing costs.

Rentals payable under operating leases are charged to the profit and loss account on a
straight-line basis over the term of the relevant lease. Benefits received and receivable as
an incentive to enter into an operating lease are also spread on a straight-line basis over
the lease term.

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

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

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

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

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

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

Deferred tax liabilities are recognised for taxable temporary differences arising on
investments in subsidiaries, associated companies and joint ventures, except where the
Group is able to control the reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable future.

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

(Expressed in'Hong Kong dollars)

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

In preparing the financial statements of the individual entities, foreign currency transactions
are translated into Hong Kong dollars at the rates of exchange prevailing on the dates of
the transactions. At each balance sheet date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on the balance sheet date. Non-monetary
items carried at fair value that are denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency are not retranslated.

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

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

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are
treated as assets and liabilities of the foreign operation and translated at the closing rate.
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(Expressed in'Hong Kong dollars)

()

(i)

(iii)

Short term benefits

Salaries, annual bonuses, paid annual leaves and the cost of non-monetary benefits
are accrued in the year in which the associated services are rendered by employees.
Where payment or settlement is deferred and the effect would be material, these
amounts are stated at their present value.

Retirement benefit scheme contributions

Contributions to the Mandatory Provident Fund Scheme as required under the
Hong Kong Mandatory Provident Fund Schemes Ordinance are charged to the
profit and loss account when incurred. The Group has no further payment obligations
once the contribution is made.

Share based payments

The fair value of share options granted to employees is recognised as an employee
cost with a corresponding increase in a share option reserve within equity. The fair
value is measured at grant date using the Black — Scholes pricing model, taking
into account the terms and conditions upon which the options were granted.
Where the employees have to meet vesting conditions before becoming
unconditionally entitled to the share options, the total estimated fair value of the
share options is expensed on a straight-line basis over the vesting period, taking
into account the probability that the options will vest.
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(Expressed in'Hong Kong dollars)

(iii) Share based payments (Continued)

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

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of those assets, until such time
as the assets are substantially ready for their intended use or sale. Investment income
earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in the profit and loss account in the period in
which they are incurred.

Two parties are considered to be related if one party has the ability, directly or indirectly,
to control the other party or exercise significant influence over the other party in making
financial and operating decisions. Parties are also considered to be related if they are
subject to common control or common significant influence. Related parties may be
individuals (being members of key management personnel, significant shareholders and/
or their close family members) or other entities and include entities which are under the
significant influence of related parties of the Group where those parties are individuals,
and post-employment benefit plans which are for the benefit of employees of the Group
or of any entity that is a related party of the Group.
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(Expressed in'Hong Kong dollars)

Revenue is measured at the fair value of the consideration received or receivable and

represents amounts receivable for goods and services provided in the normal course of

business, net of discounts.

(i)

(i)

(iii)

(iv)

Revenue from the sale of electrical products is recognised when the Group entity
has delivered products to the customer, the customer has accepted the products
and collectibility of the related receivable is reasonably assured.

Revenue on installation contracts is recognised using the percentage of completion
method by reference to the value of work carried out during the year.

Interest income is accrued on a time-apportioned basis by reference to the principal
outstanding using the effective interest rate method.

Rental income from operating leases is recognised in equal instalments over the
accounting periods covered by the lease term.

Revenue from sea freight forwarding is recognised when the services are rendered,
which generally coincides with the time of shipment.

Brokerage commission income is recognised on a trade date basis when the services
are rendered.

Income from securities handling charges and service income is recognised when the
services are rendered.
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Notes to the Financial Statements

(Expressed in'Hong Kong dollars)

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

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

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

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

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

(Expressed in'Hong Kong dollars)

Estimates and judgments 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.

In determining whether an asset is impaired or the event previously causing the impairment no
longer exists, the Group has to exercise judgment in the area of asset impairment, particularly
in assessing: (1) whether an event has occurred that may effect the asset value or such event
affecting the asset value has not been in existence; (2) whether the carrying value of an asset
can be supported by net present value of future cash flows which are estimated based upon the
continued use of the asset or derecognition; and (3) the appropriate key assumptions to be
applied in preparing cash flow projections including whether these cash flow projections are
discounted using an appropriate rate. Changing the assumptions selected by management to
determine the level of impairment, including the discount rates or the growth rate assumptions
in the cash flow projections, could materially affect the net present value used in the impairment
test.

The Group also makes estimates and assumptions concerning the future and other key sources
of estimation uncertainty at the balance sheet date. 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.

Share option expense is subject to the limitations of the option pricing models adopted and the
uncertainty in estimates used by management in the assumptions. Should the estimates including
limited early exercise behaviour, expected interval and frequency of open exercise periods in the
share option life and the relevant parameters of the share option model be changed, there
would be material changes in the amount of share option benefits recognised in the income
statement and share-based reserve.

The management exercises their judgement in estimation of impairment loss on investments
held for trading based on the valuation report from an independent firm of professional valuers.
The valuation is subject to the limitation and the uncertainty of the estimates used by
management. There would be material changes in the amount of impairment loss recognised in
the income statement and accumulated impairment loss if the parameters in the model are
changed.
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Notes to the Financial Statements

(Expressed in'Hong Kong dollars)

Turnover represents the aggregate of the value of contract work carried out, proceeds from
sales of goods, brokerage income, margin interest earned and interest income from unsecured
loans during the year, and is analysed as follows:

2006

HK$'000

Electrical engineering contracting 2,934 17,737
Brokerage income from securities dealings 1,519 3,484
Sale of electrical goods 1,430 1,865
Margin interest from securities brokerage business 618 1,527
Interest income