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LINFAIR HOLDINGS LIMITED

CHAIRMAN'’S STATEMENT

On behalf of the Board of directors (the “Board”) of Linfair Holdings
Limited (the “Company”), and its subsidiaries (together the “Group”), |

present the annual report for the financial year ended 31st March, 2007.

In the first half of this financial year, turnover of the Group rose after
previous year’s sudden and unexpected downturn in the optical disc
manufacturing sector. The Group had once been encouraged by this
recovery phenomenon. However, the market situation receded again in
the second half of this reporting year. Follow up orders had not emerged
as expected and customers around Asia including mainland China
remained pessimistic about the optical disc market demand, which
hindered expansion or renewal plans of their manufacturing facilities. It
is believed that other than high manufacturing costs which resulted in
slim profit margin for the Group’s customers, the global demand in all
formats of optical discs has been massively substituted by electronic
devices with hard disc storage components and portable mini-storage
devices which has become more popular low cost storage media. During
the year, certain old customers with long outstanding receivables failed
to stick to their originally committed payment schedules and the Group
had to make extraordinarily large provisions to a number of such debtors’

accounts.

During the reporting year, the Group continued to allocate resources for
business development and technology advancement in other emerging
business sectors such as intelligent traffic management systems, and audio
visual and broadcasting systems. Unfortunately, all the Group's efforts in
these engineering business areas had not been able to contribute much
to this year’s and probably next years’ financial results. Accordingly, the
Group had trimmed down its development and operating scales in all
engineering business areas until good business opportunity becomes

apparent again.
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LINFAIR HOLDINGS LIMITED

CHAIRMAN'’S STATEMENT

Diversification continued to be the major strategy of the Group. Driven
by the active capital market of Hong Kong during first half of year 2007,
the Group had taken this opportunity to raise net of expenses new working
capital of about HK$30 million through placing of new shares for the
year. In June, 2007, the Group’s first attempt to go into iron ore mining
business had received extremely good response. Together with further
equity fund raising exercise completed after financial year end date, the
Group had procured appropriate quantum of funding to be designated to
invest in iron ore mining industry. Upon completion of acquisition of
the first iron ore mine, | believe that the Group shall be able to refresh

itself by capturing a stable, promising and growing revenue source.

I take this opportunity to thank all members of the Group for their effort
rendered. And | am confident that the patience of our shareholders shall

be rewarded in the near future.

He Changming

Chairman
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LINFAIR HOLDINGS LIMITED

MANAGEMENT DISCUSSION AND
ANALYSIS

FINANCIAL AND OPERATING REVIEW

The turnover of the Group for the year ended 31st March, 2007 recorded
an increase of approximately 41.9% as compared with last year.
Approximately 77.2% (2006: 87.4%) of the turnover in respect of the
provision of engineering system contracting services was attributed to
optical disc manufacturing systems. The remaining portions were mainly
attributed to broadcasting and audio-visual systems. With continuous
downturn of optical disc industry, the optical disc manufacturing system

market demand remained pessimistic.

During the year, the Group continued to allocate resources for business
development and technology advancement in other emerging business
sectors including broadcasting and audio visual systems and intelligent
traffic management systems. The Group has completed several contracts

in these emerging business sectors for the year ended 31st March, 2007.

The Group incurred a net loss of HK$83.2 million in 2007 (2006: a net
loss of HK$19.5 million). It was mainly resulted from significant
impairment loss recognised in respect of trade receivables and slimmer

gross profit margin.

In around July, 2007, the Group discovered that a company within a
group of companies, with manufacturing bases in South East Asia,
suddenly ceased business. The management immediately reported this
to the previous auditors and proposed the making of full provision of the
outstanding amounts due by another company within the group. The
previous auditors demanded the audit committee to conduct independent
investigation on the transaction and certain related matters. The Audit
Committee and the Board rendered full cooperation by engaging an
investigation firm to complete the requested investigation. In addition,
the Board also initiated an independent internal control review to identify
internal control and corporate governance areas requiring appropriate
upgrade. The investigation reports concluded that there existed no
evidence of the Company’s involvement in any illegal acts. The Group
has, based on the findings of the reports, already taken actions to

strengthen internal controls and level of corporate governance.
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LINFAIR HOLDINGS LIMITED 'R 2 R B8R 2 #H

MANAGEMENT DISCUSSION AND EEERRS N
ANALYSIS

USE OF PROCEEDS FISRERE
The proceeds from the issuance of new shares by the Company in June RRARIR_ZEZELFERNAZRTHRN M5
2005, net of listing expenses, were approximately HK$49.6 million FIE (B £ S) £7/349,600,0007 7T
(“Proceeds”). As at 31st March, 2007, net proceeds were utilized (as ([F3E]) - BE_EELF=A=1—
changed) in the following manner: Hit IEHEFEEER NI AR (EEH)
TUEMA
Balance
“As Changed as at 31st
to the Amount March,
Prospectus Utilised 2007
R=-FZLF
REERER ZA=t—H
(EE) EHAEHE ZEEER
HK$’000 HK$’000 HK$'000
TER TER TERT
Formation of business alliances BN ¥ B 9,519 8,319 1,200
Expansion of existing subsidiaries BABAMB DR R
and formation of new subsidiaries B AR ZAX 2,000 400 1,600
Acquisition of premises for o B8 B PR AR 3L
setting up showrooms BRIIE - - -
Expansion of communication network BRmAER 107 107 -
Repayment of revolving term loan BREBERTHER 15,000 15,000 -
Expansion of research capabilities B 3,595 3,595 -
Working capital LEED 19,407 19,407 -
49,628 46,828 2,800
The unultilized balance was placed in short term bank deposits. APRZHBTFREEREREHERTHE
&Ko
#  The intended use of Proceeds was changed for the following reasons t  ARAIEEHMEFIEREE AR
as set out in the Company’s announcement dated 29th March, 2007: ARAZEZHE=ZAZTNLBRHH
REWT :
(a) For the formation of business alliances, no suitable business (@ HMEBEHEMES AEEHRY
partners have been identified by the Group; BEEA 2 EBEMY
(b) The business of intelligent traffic management systems is b) RUBHKIBEBERZERR
developed slower than expected and the Directors consider BHEE MEEZARTEER
that there is no need to set up showrooms at this stage of BeBERBERRERIE

development;
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LINFAIR HOLDINGS LIMITED

MANAGEMENT DISCUSSION AND
ANALYSIS

(c) Due to technology advancement and changing technology,
the Group sets up the communication network satisfying its

need at lower cost than the amount budgeted; and

(d) Given the difficult operating environment and as part of cost
control measures, the Directors consider, for prudent purposes,

not to further expand the research capabilities.

Having considered the above, the board of Directors resolved to
change the intended use of the Proceeds of approximately HK$15.41

million for general working capital purposes.

CAPITAL STRUCTURE

Pursuant to a placing agreement dated 6th February, 2007, 30,000,000
ordinary shares of HK$0.10 each of the Company were issued under the
general mandate on 26th February, 2007 at the price of HK$1.05 for
cash to not fewer than six independent private investors (the “Placing”).
The reasons for the Placing are for enlarging the shareholders base of
the Company and strengthening the Group's financial position. The market
price on 5th February, 2007 of the shares of the Company was about
HK$1.3 per share. The total amount of net proceeds, at the net price of
about HK$1 per share, from the Placing of about HK$30 million were

used for the purpose of general working capital of the Group.

The Company has approved and adopted a pre-IPO share option scheme
on 30th March, 2005. During the year 8,280,000 ordinary shares of
HK$0.10 each of the Company were exercised and issued at the price of
HK$0.65 pursuant to the pre-IPO option scheme. Particulars of the share
option schemes and share options are set out in note 28 to the

consolidated financial statements.

As at 31st March, 2007, the Group had a net asset value of approximately
HK$43.7 million (2006: HK$85.7 million), comprising non-current assets
of about HK$20.0 million (2006: HK$26.3 million), net current assets of
about HK$24.1 million (2006: HK$59.4 million) and non-current liabilities
of about HK$0.2 million (2006: HK$0.7 million).
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LINFAIR HOLDINGS LIMITED

MANAGEMENT DISCUSSION AND
ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES

The Group finances its operations through a combination of shareholders
equity, new issue of shares, internally generated cash flows and bank
borrowings. As at 31st March, 2007, the Group had cash and cash
equivalent of approximately HK$44.6 million (2006: HK$36.7 million)
and total interest-bearing bank borrowings of approximately HK$31.7
million (2006: HK$37.6 million), of which the full amounts (2006:
HK$37.6 million) are repayable within one year. The Group’s current
ratio was 1.2 (2006: 1.3) and the gearing ratio (a ratio of total loans to
total assets) was 19.7% (2006: 14.3%).

CAPITAL COMMITMENTS

As at 31st March, 2007, the Group had no material capital commitments.

CONTINGENT LIABILITIES

As at 31st March, 2007, the Group had contingent liabilities in respect
of performance bonds issued by banks in lieu of projects undertaken by
a subsidiary amount to HK$406,000 (2006: HK$5,639,000).

MORTGAGES AND CHARGES

As at 31st March, 2007, the Group did not have outstanding mortgage
loan (2006: approximately HK$207,000, for which the office premises of
the Group was charged).

EMPLOYEES AND REMUNERATION POLICIES

As at 3Tst March, 2007, the Group employed a work force of 90 staff.
Remuneration for employee including medical benefits and staff quarters
which are determined based on industry practice, the performance and
working experience of the employees and the current market conditions.
During the year, the total staff costs amounted to HK$21.9 million (2006:
HK$19.8 million).
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LINFAIR HOLDINGS LIMITED

MANAGEMENT DISCUSSION AND
ANALYSIS

The Company adopted a pre-IPO share option scheme on 30th March,
2005 for the purposes of providing incentives and rewards to eligible
participants who have contributed to the success of our operations. As
at 31st March, 2007, 6,792,000 pre-IPO share options remained
outstanding. Particulars of it are set out in note 28 to the consolidated

financial statements.

FOREIGN EXCHANGE EXPOSURE

The majority of the transactions of the Group are denominated in USS$,
EURO, and JPY. The Group has not entered into any financial instruments
for the purpose of hedging against foreign exchange exposure involved
in the Group’s operations. However, the Group monitors its foreign
exchange exposure by matching the timing of its trading receipts with
payments. The Group also matches its selling currencies with its

purchasing currencies.

SUSPENSION IN TRADING OF SHARES

At the request of the Company, trading in the shares of the Company has
been suspended on the Stock Exchange on 31st July, 2007 (pending the
publication of an announcement in relation to the results of the Group
for financial year ended 31st March, 2007) and pending the publication
of an announcement for the interim results for the six months ended

30th September, 2007 and remains suspended until further notice.

BUSINESS PROSPECT

Optical disc manufacturing system business led to growth of the Group’s
in the past and remained as a major business sector of the Group for the
year under review. However, as a result of keen competition of other
more popular low cost storage media, profit margin of optical disc
business became slimmer and market demand for optical disc remained
pessimistic. The Group is exploring its other engineering systems
contracting services business sectors to reduce its reliance on optical

disc business.

Diversification continued to be the major direction of the Group. The
Group has commenced its attempt of iron ore mining business with the
signing of a conditional acquisition agreement on 7th December, 2007

for the acquisition of iron ore mining business.
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LINFAIR HOLDINGS LIMITED

BIOGRAPHY OF DIRECTORS AND
SENIOR MANAGEMENT

DIRECTORS

Executive Directors

Ms. Katherine Chan Wai Kay, aged 48, was appointed as an Executive
Director and the chief executive officer in September 2007. Ms Chan is
responsible for formulating the overall business strategy and direction of

business development and overseeing the entire operations of the Group.

Ms. Chan holds a Bachelor degree of Business Administration from the
University of Southern California. Ms. Chan has been involved in the
financial services industry for over 18 years and holds type 1 & type 2
licences under the SFO. She has extensive experience in supervising
initial public offers and other fund raising exercises conducted by listed
companies in Asia. Prior to joining the Company, Ms. Chan was the
deputy managing director of subsidiary of a listed company in Hong

Kong.

Ms. Zuo Lihua, aged 46, was appointed as an Executive Director in April
2007. Ms. Zuo is responsible for the Group’s business and investment
project development. Prior to joining the Group, Ms. Zuo was a marketing
director of a listed company in Hong Kong, responsible for business and
marketing development of the greater China region and she had also
held position in The Institute of Automation Chinese Academy of Sciences
(FEFE B FH{LHFPT) and Zhongke Software Group (F R (&£ H).
Ms. Zuo had been studied in the China Youth Political Institute (f B &
F B0 2F) and Communist Party Central Academy Research Institute
(R ERFARER), and holds professional master research degree in

economic management.

Non-Executive Directors

Mr. He Changming, aged 66, was appointed as a Non-Executive Director
in June 2007. Mr. He was the general manager of Jiangxi Copper
Corporation and chairman of Jiangxi Copper Company Limited, a
company listed on The Stock Exchange of Hong Kong Limited. Mr. He
started as a junior engineer in smelting and has assumed a series of
technical and managerial positions over the past 30 years in the mining
and smelting business. Mr. He is a professor-grade senior engineer and
graduated from Guizhou Industrial College in 1966, specialising in

smelting.
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LINFAIR HOLDINGS LIMITED

BIOGRAPHY OF DIRECTORS AND
SENIOR MANAGEMENT

Mr. Chow Kin Ming, aged 46, had been an Executive Director from
October 2002 to March 2007 and the chief financial officer from
December 2001 to March 2007. In April 2007, he was re-designated as
a Non-Executive Director. He has gained extensive accounting and
financial experience through working as an audit manager in a well
established accountancy firm in Hong Kong for over 7 years and holding
financial management position in various companies in Hong Kong for
over 7 years. He is a fellow member of The Chartered Association of
Certified Accountants of the United Kingdom and a member of the Hong
Kong Institute of Certified Public Accountants. He holds a bachelor degree
in social sciences from the University of Hong Kong. Details of Mr.
Chow’s interests in the Company are disclosed in the section headed
“Directors’ interests in shares and share options” set out in the “Directors’

Report”.

Independent Non-Executive Directors

Mr. Lee Kin Keung, aged 47, was appointed as an Independent Non-
Executive Director of the Company in October 2002. Mr. Lee has been a
director of a company licensed to provide advisory activity on corporate
finance since January 2000. Prior to the present job, Mr. Lee had worked
as a manager in Deloitte Touche Tohmatsu and as group financial
controller of a listed company in Hong Kong. Mr. Lee has over 14 years
of experience in finance, management, auditing and accounting. He is a
member of the Hong Kong Institute of Certified Public Accountants and
a Certified Practising Accountant of CPA Australia. He was an Independent
Non-Executive Director of Quasar Communication Technology Holdings
Limited, a company listed on the Growth Enterprise Market of the Stock
Exchange (resigned in November 2005) and also an Indepdenet Non-
Executive Director of Hua Yi Copper Holdings Ltd, a company listed on
the Main Board of the Stock Exchange. He holds a bachelor degree of
commerce and a master degree in commerce from The University of
New South Wales, Australia. He also holds a master degree of applied

finance from Macquarie University, Australia.
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LINFAIR HOLDINGS LIMITED

BIOGRAPHY OF DIRECTORS AND
SENIOR MANAGEMENT

Dr. Lam Chun Kong, aged 56, was appointed as an Independent Non-
Executive Director of the Group in August 2004. Dr. Lam is the Managing
Director of Nature & Technologies (HK) Limited, which is engaged in
the provision of environmental and energy management solution services.
He is also an Independent Non-Executive Director of Cheong Ming
Investments Limited, the shares of which are listed on the Main Board of
the Stock Exchange. Dr. Lam has extensive experience in environmental
and power engineering work. He holds a doctoral degree from the
University of Queensland, Australia and a master degree of Science from
the Faculty of Technology of the University of Manchester, the United
Kingdom. Dr. Lam is a fellow of The Hong Kong Institution of Engineers
and the Hong Kong Institute of Acoustics, a member of The Institution of
Mechanical Engineers, the United Kingdom and The Institute of Acoustics
Ltd., the United Kingdom and a registered Environmental Auditor of the
Institute of Environmental Management & Assessment, the United

Kingdom.

Mr. Xu Wen An, aged 62, was appointed as an Independent Non-
Executive Director of the Company in January 2008. Mr. Xu is a senior
economist and a member of the Communist Party of China (“CPC”). Mr.
Xu studied in the Department of Mechanical Engineering, Beijing
University of Technology. From 1987 to 2003, Mr. Xu had ever been a
director and party secretary of Planning Commission for Zhang Jiakou,
Hebei Province, a chief-cum-manager and CPC Committee secretary of
Gold Bureau of Hebei Province (under Hebei Gold Corporation), president
and secretary of China Gold News and deputy general manager and
Party Committee member of China National Gold Corporation (under
National Gold Bureau). He worked as deputy general manager and Party
Committee member of China National Gold Group from 2003 to 2006.
After his retirement at the end of 2006, he has acted as the principal
consultant of It % A 4% & B IR 2 & (Beijing An Jiu Investment Co., Ltd.).
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LINFAIR HOLDINGS LIMITED

BIOGRAPHY OF DIRECTORS AND
SENIOR MANAGEMENT

SENIOR MANAGEMENT

Mr. Chen How More, aged 46, is the Vice President of the Group who
specialises in the engineering systems in the optical disc media and the
flat panel display production. He has over 15 years of experience in the
optical and electrical engineering related business. Prior to joining the
Group in April 2002, he was a production and sales manager of
Gigastorage Corporation, a listed company in Taiwan which is engaged
in manufacturing of, among others, optical discs, and a plant manager of
Lite Array Corporation in the U.S. which is engaged in manufacturing of
display panel. He had been a research assistant of the Precision Instrument
Development Center in Taiwan, an associate scientist of the Industrial
Technology Research Institute (ITRI) Hsinchu, Taiwan and a researcher
of the National Institute of Standards and Technology (NIST) of the United
States. He holds a master degree of science in engineering from The
University of Alabama in Huntsville, the United States and a bachelor
degree of science in physics from National Tsing Hua University in

Taiwan.

Mr. Lin Ko Wei, aged 50, is the Vice President of the Group and is
responsible for overseeing acoustic, theatrical and intelligent traffic
management systems business divisions of the Group. Prior to joining
the Group as Vice President in January 2003, he worked in Linfair
Engineering and Trading Limited responsible for acoustics design. Mr.
Lin is also an acoustics consultant in PAT/Yitai Performance, Arts,
Technology, Design Inc. He has over 20 years of experience in acoustics
and theatre design. Mr. Lin is a member of the Audio Engineering Society
in United States. He was appointed a guest professor of Beijing
Broadcasting Institute in 2004. He graduated from the Chinese Culture
University, Taiwan with a bachelor degree in mechanical engineering
and was registered as a student of a programme for doctoral degree at
the University of Salford from 1993 to 1999.
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LINFAIR HOLDINGS LIMITED

CORPORATE GOVERNANCE REPORT

The board of directors (the “Board”) is committed to promote good
corporate governance to safeguard the interests of the shareholders and
to enhance the performance of the Group. Set out below are the details
of the corporate governance principles and practices adopted by the

Company.

BOARD OF DIRECTORS

Board Composition

The principal duty of the Board is to ensure that the Company is properly
managed in the interest of shareholders. The Board, led by the Chairman,
is responsible for the leadership and control of the Company, including
overseeing the Group's businesses, strategic decisions and performances.
Management is responsible for the day-to-day operations of the Group

under the leadership of the Executive Directors.

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

report are:

Executive Directors
Ms. Katherine Chan Wai Kay
(appointed on 28th September, 2007)
Ms. Zuo Lihua
(appointed on 30th April, 2007)
Mr. Chang Ei Eu (resigned on 5th November, 2007)
Ms. Hsieh Ming Chiu (resigned on 16th October, 2007)
Mr. Chow Kin Ming
(redesignated as Non-Executive Director on 1st April, 2007)

Non-Executive Directors
Mr. He Changming (Chairman)
(appointed on 22nd June, 2007)
Mr. Chow Kin Ming
(redesignated from Executive Director on 1st April, 2007)

Independent Non-Executive Directors

Mr. Lee Kin Keung

Dr. Lam Chun Kong

Ms. Tung Pui Man (resigned on 15th January, 2008)
Mr. Xu Wen On (appointed on 22nd January, 2008)
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LINFAIR HOLDINGS LIMITED

CORPORATE GOVERNANCE REPORT

Save as the spouse relationship between Mr. Chang Ei Eu, and Ms. Hsieh
Ming Chiu, the Executive Directors, there is no family relationship
between any of the Directors, nor is there any financial, business or
other material or relevant relationships among the members of the Board.
One of the Independent Non-Executive Directors possesses the
appropriate professional accounting qualifications as required under the
Rules Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited (the “Listing Rules”). Biographies of the Directors as at the
date of this report are set out on pages 11 to 14 of this Annual Report.

According to Clauses 87 of the Articles of Association of the Company,
one-third of the Directors shall retire from office by rotation at least
once every three years and being eligible, offer themselves for re-election

at the forthcoming annual general meeting.

The Company has not established a nomination committee. According
to the Articles of Association of the Company, the Board has the power
from time to time and at any time to appoint any person as a director
either to fill a causal vacancy or as an addition to the Board. The current
nomination procedures for appointment of new directors would normally
take into consideration of the candidates’ qualification, ability, working
experience, leadership, professional ethics and any other factors, if any,
which are relevant to the Group’s business. Then, the list of candidates
with their biographies would be brought to the Board for consideration.
No Board meeting was held for nomination of director for the year
ended 31st March, 2007.

This is no specific term for the appointment of the Non-Executive

Directors.

Each of the Independent Non-Executive Directors of the Company was
appointed for a term of one year commencing from 22nd January, 2008
or for a term of three years commencing from 10th June, 2006 pursuant
to the respective letters of appointment, provided that either party may
terminate such appointment at any time by giving at least one month’s

notice in writing to the other.
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LINFAIR HOLDINGS LIMITED

CORPORATE GOVERNANCE REPORT

The Company has received from each Independent Non-Executive
Director an annual confirmation for the year ended 31st March, 2007 of
his/her independence pursuant to Rule 3.13 of the Listing Rules and the
Company considers the three Independent Non-Executive Directors to

be independent.

Chairman of the Board and Chief Executive Officer

Mr. Chang Ei Eu was the Chairman of the Board and Chief Executive
Officer of the Group. Mr. Chang Ei Eu resigned as the Chief Executive
Officer on 28th September, 2007, as the Chairman on 16th October,
2007 and as an Executive Director on 5th November, 2007.

Board Meetings
During the year ended 31st March, 2007, the Board met nine times. The

attendance of Directors at the Board meeting is summarized as below:

Directors No. of Meetings Attended/Held

Executive Directors

Mr. Chang Ei Eu (Chairman) 9/9
Ms. Hsieh Ming Chiu 3/9
Mr. Chow Kin Ming 9/9

Independent Non-Executive Directors

Mr. Lee Kin Keung 9/9
Dr. Lam Chun Kong 9/9
Ms. Tung Pui Man 8/9

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code”) contained in Appendix 10
to the Listing Rules. Having made specific enquiry of all Directors, all
the Directors confirmed that they have complied with the required
standard set out in the Model Code during the year ended 31st March,
2007.
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LINFAIR HOLDINGS LIMITED

CORPORATE GOVERNANCE REPORT

Directors’ Responsibilities for the Financial Statements

The Directors acknowledge their responsibility for preparing the accounts
of the Group and ensuring that the preparation of the financial statements
of the Group are in accordance with the statutory requirements and the
applicable accounting standards. The Directors shall comply with the

Listing Rules for the publication of the Group’s financial statements.

The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements of the Group is set
out in the Auditors’ Report on pages 31 to 33 of this Annual Report.

Board Committee
The Board has appointed the following Board committees to oversee

particular aspects of the Company’s affairs:

Audit Committee

The Audit Committee comprises three Independent Non-Executive
Directors of the Company and was formed in September 2004. One of
these Directors, Mr. Lee Kin Keung, has the appropriate professional
accounting qualification and is the Chairman of the Audit Committee.
The Audit Committee has reviewed the Group’s financial statements for
the year ended 31st March, 2007 in conjunction with the Company’s
auditors.

The principal duties of the Audit Committee include reviewing the Group’s
current financial standing, considering the nature and scope of audit
reports, and ensuring internal control systems operating in accordance
with applicable standards and conventions. The Company has adopted
written terms of reference for the Audit Committee, which clearly defined

the role, authority and function of the Audit Committee.

The work of the Audit Committee during the year ended 31st March,
2007 includes the following:

e areview of the draft annual report for the year ended 31st March,

2006 and interim results for the six months ended 30th September,
2006 of the Group; and

e areview of the results of external audit, and discussion with the

external auditors on any significant audit issues.

The Audit Committee held two meetings during the year ended 31st
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LINFAIR HOLDINGS LIMITED

CORPORATE GOVERNANCE REPORT

March, 2007. The attendance of each Audit Committee member is set

out below:

Directors No. of Meetings Attended/Held

Mr. Lee Kin Keung 2/2
(Chairman of the Audit Committee)

Dr. Lam Chun Kong 2/2

Ms. Tung Pui Man 272

Remuneration Committee

The Company established a Remuneration Committee in September 2005.
The Remuneration Committee comprises Mr. Lee Kin Keung (Chairman
of the Remuneration Committee), Dr. Lam Chun Kong and Mr. Chow Kin
Ming. There is no meeting held for the year ended 31st March, 2007.

The principal duties of the Remuneration Committee include making
recommendations to the Board on the Company’s policy and structure
for all remuneration of Directors and senior management and reviewing
the special remuneration packages of all Executive Directors by reference
to corporate goals and objectives resolved by the Board from time to
time. The Company has adopted written terms of reference for the
Remuneration Committee, which clearly defined the role, authority and

function of the Remuneration Committee.

Auditors’ Remuneration

For the financial year ended 31st March, 2007, fee payable to the external
auditors of the Group, Messrs. Deloitte Touche Tohmatsu, for statutory
audit services amounted to approximately HK$780,000; and fees payable
to the external auditors of the Group, Messrs. SHINEWING (HK) CPA
Limited for statutory audit services and non-audit services amounted to
approximately HK$1,300,000 and HK$400,000 respectively.

Code on Corporate Governance Practices

The Company has complied with the code provisions set out in the Code
on Corporate Governance Practices (the “Code”) contained in Appendix
14 to the Listing Rules throughout the year ended 31st March, 2007,
with deviation from code provision A.2.1 and C.2.1 of the Code as

summarized below.
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LINFAIR HOLDINGS LIMITED

CORPORATE GOVERNANCE REPORT

Pursuant to code provision A.2.1 of the Code, the roles of Chairman and
Chief Executive Officer should be separate and should not be performed
by the same individual. The Company does not have a separate Chairman
and Chief Executive Officer and Mr. Chang Ei Eu held both positions.
The Directors believes that it is in the interest of the Company for Mr.
Chang Ei Eu holding both positions as such arrangement provides the
Group with strong and considerate leadership in the development and

execution of long-term business strategies.

The Company has on 28th September, 2007 appointed Ms. Katherine
Chan Wai Kay to takeover Mr. Chang Ei Eu for the position of the Chief
Executive Officer and has complied with code provision A.2.1 since
28th September, 2007.

The Directors had not conducted a review of the effectiveness of the
system of internal control according to the requirement of code provision
C.2.1 consequent upon changes of key personnel. The Board has adopted
the following measures to stengthen and enhance the levels of corporate

governance within the Group.

(@) The Board has appointed Ms. Katherine Chan Wai Kay as the Chief
Executive Officer and an Executive Director of the Company with
effect from 28th September, 2007.

(b) The Board has accepted request of Mr. Chang Ei Eu to restrict
himself from all financial related functions of the Group with effect
from 16th October, 2007.

() The Company has engaged an independent professional advisory
firm on 21st August, 2007 to conduct a corporate governance and
internal control assessment of the Group. The advisory firm has
completed a report on 25th February, 2008 and made
recommendations. The Board is taking appropriate action according
to the recommendations of the advisory firm in order to enhance

the levels of corporate governance.
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LINFAIR HOLDINGS LIMITED

DIRECTORS’ REPORT

The Directors present their annual report together with the audited
financial statements of Linfair Holdings Limited (the “Company”) and its
subsidiaries (hereinafter collectively referred to as the “Group”) for the
year ended 31st March, 2007.

PRINCIPAL ACTIVITIES

As at 31st March, 2007, the Company acts as an investment holding
company. The principal activities of the Group are the provision of
engineering systems contracting services and sales of related consumables
and spare parts. The nature of the principal activities of the Group has

not been changed during the year.

RESULTS AND DIVIDENDS

The results of Group for the year are set out on page 34.

The Directors do not recommend the payment of any dividend in respect
of the year ended 31st March, 2007.

RESERVES

Details of movements in the reserves of the Group during the year are

set out in the consolidated statement of changes in equity on page 36.

DISTRIBUTABLE RESERVES

As at 31st March, 2007, the Company had no reserve available for
distribution as calculated in accordance with the Companies Law (2001
Revision) of the Cayman Islands. Under the laws of the Caymand Islands,
the share premium account is distributable to the shareholders of the
Company provided that immediately following the date on which the
dividend is proposed to be distributed, the Company will be in a position
to pay off its debts as and when they fall due in the ordinary course of
business. The share premium account may also be distributed in the

form of fully paid bonus shares.

FINANCIAL SUMMARY
A summary of the financial results and position of the Group for the last

five financial years is set out on page 95.
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LINFAIR HOLDINGS LIMITED

DIRECTORS’ REPORT

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group
during the year are set out in note 15 to the consolidated financial

statements.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in note 34 to the

consolidated financial statements.

SHARE CAPITAL

Details of the movements of the Company’s share capital during the year

are set out in note 27 to the consolidated financial statements.

SHARE OPTION SCHEMES

A pre-IPO share option scheme and another share option scheme were
approved and adopted by the Company on 30th March, 2005 and 20th
May, 2005 respectively. Particulars of these share option schemes are

set out in note 28 to the consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES
Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company’s listed securities during the year.

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS
The Directors of the Company during the year and up to the date of this

report are:

Executive Directors
Ms. Katherine Chan Wai Kay
(appointed on 28th September, 2007)
Ms. Zuo Lihua
(appointed on 30th April, 2007)
Mr. Chang Ei Eu (resigned on 5th November, 2007)
Ms. Hsieh Ming Chiu (resigned on 16th October, 2007)
Mr. Chow Kin Ming
(redesignated as Non-Executive Director on 1st April, 2007)
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Non-Executive Directors
Mr. He Changming (Chairman)
(appointed on 22nd June, 2007)
Mr. Chow Kin Ming
(redesignated from Executive Director on 1st April, 2007)

Independent Non-Executive Directors

Mr. Lee Kin Keung

Dr. Lam Chun Kong

Ms. Tung Pui Man (resigned on 15th January, 2008)
Mr. Xu Wen On (appointed on 22nd January, 2008)

In accordance with Clause 87 of the Company’s Articles of Association,
Mr. Lee Kin Keung, Dr. Lam Chun Kong and Mr. Chow Kin Ming will
retire from office by rotation and, whilst all of them being eligible, only
Mr. Lee Kin Keung offers himself for re-election at the forthcoming annual
general meeting.

Ms. Zuo Lihua has entered into a service contract with the Company
commencing on 30th April, 2007 for an initial terms of two years, and
will continue thereafter unless and until terminated by either party by
giving three months prior written notice to the other.

Ms. Katherine Chan Wai Kay has entered into a director’ service contract
with the Company for a term of 1 year commencing with effect from
28th September, 2007 and shall be continue thereafter until terminated
by either party by giving three months’ prior written notice to the other.

Each of the Non-Executive Directors has not entered into a service
contract and has no fixed term of service with the Company.

Mr. Xu Wen An was appointed as an Independent Non-Executive Director
for a term of one year commencing from 22nd January, 2008 pursuant to
a letter of appointment and each of the other Independent Non-Executive
Directors of the Company was appointed for a term of three year
commencing from 10th June, 2006 pursuant to the respective letters of
appointment, provided that either party may terminate such appointment
at any time by giving at least one month’s notice in writing to the other.

Apart from the foregoing, none of the Directors being proposed for re-
election at the forthcoming annual general meeting has a service contract
with the Company in respect of his/her service to the Company in the
capacity of the Director which is not determinable by the Company
within one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ INTERESTS IN SHARES AND SHARE
OPTIONS

As at 31st March, 2007, the interests and short positions of the Directors
and chief executive, in the shares and share options of the Company or
any of its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO Ordinance”), as recorded in the
registers maintained by the Company pursuant to Section 352 of the SFO
Ordinance, or as otherwise notified to the Company and the Stock
Exchange pursuant to Part XV of the SFO Ordinance or the Model Code
(the “Model Code”) for Securities Transaction by Directors of Listed

Companies in the Listing Rules, were as follows:

Long positions
(1) Ordinary shares of HK$0.1 each of the Company
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BABRARASAMBEEE (EE RS
ZREAEHEOIEXVER) B RERERES
REZLZLME G F21EMEFEELH
Aok - BRE L MR RIF &5 LB 5D
EXVEH LTETAEFETELRRIHN
SRETRAME NN F LB A s Rk
BMT :

N
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v

o
ko
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(1)  ARalFREE.1ETHZER

Number of Percentage of the

issued ordinary issued share capital

Name of Director Capacity shares held of the Company

e & EARRTRCSET

E3n 52 EBEREE e NEE

Mr. Chang Ei Eu Corporate interest (Note) 180,000,000 53.22%
REFLE AR s (M)

Ms. Hsieh Ming Chiu Other interest (Note) 180,000,000 53.22%
AR L L Hivgs (Hi)

Note: The 180,000,000 shares referred to above are duplicated and held
by Polestar Assets Limited (“Polestar”) which is beneficially owned
as to 80% by Mr. Chang Ei Eu and as to 20% by Ms. Hsieh Ming
Chiu, and they are therefore deemed to be interested in the

180,000,000 shares held by Polestar.
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(2) Share options

EERREE

(2) FERRE

Number of Number of
Name of Director Capacity options held underlying shares
EEpE L FrsBREHE HE R B
Mr. Chow Kin Ming Beneficial owner 1,720,000 1,720,000

[AE # 5% & EaBEAA

Other than disclosed above, none of the Company’s Directors, chief
executives and their associates, had any interests or short positions in
any shares, underlying shares or debentures of the Company or any of

its associated corporations at 31st March, 2007.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than disclosed above under “Share Options”, at no time during
the year was the Company a party to any arrangements to enable the
Directors of the Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body corporate,
and neither the Directors nor the chief executives, nor any of their
spouses or children under the age of 18, had any right to subscribe for

the securities of the Company, or had exercised any such right.
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SUBSTANTIAL SHAREHOLDERS

As at 31st March, 2007, so far as is known to the Directors of the
Company, the persons (other than the Directors or chief executive of the
Company) who had interests or short positions in the shares and
underlying shares of the Company as recorded in the registers maintained
by the Company pursuant to Section 336 of the SFO Ordinance and/or

as notified to the Company were as follows:

Long positions

Ordinary shares of HK$0.1 each of the Company

issued ordinary

ESREESE

FERR
BALAEZARSTRARNA  R=F
ZLFZAST B RARARG RIEH
RAEEREIAR I BN ARREESR
HEGOIE6HATEENBRME, /%
EARRAMEOAL (ARAEEAED
TRABBRIN T :

¥R
ARAIGREE.1ETHEBR

Number of Percentage of the

issued share capital

Name of shareholder Capacity shares held of the Company

RSB 81T BARRA B BT
RER®EE &% EBRHA L NER
Polestar Assets Limited Beneficial owner (Note) 180,000,000 53.22%

EDHEAA (KiE)

Note:  Polestar is beneficially owned as to 80% by Mr. Chang Ei Eu and as to
20% by Ms. Hsieh Ming Chiu, and they are therefore deemed to be
interested in the 180,000,000 shares held by Polestar.

DIRECTORS” AND CONTROLLING SHAREHOLDERS'’
INTERESTS IN CONTRACTS OF SIGNIFICANCE

There were no contracts of significance in relation to the Company’s
business, to which the Company or any of its subsidiaries was a party,
subsisting at the end of the year or at any time during the year, and in
which a Director or the controlling shareholders or any of their respective

subsidiaries, directly or indirectly, had a material interest.

During the year, no contract of significance for the provision of services
to the Group by the controlling shareholders or any of their subsidiaries

has been made.
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MANAGEMENT CONTRACTS
No contract concerning the management and administration of the whole
or any substantial part of the business of the Group were entered into or

existed during the year.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code”) contained in Appendix 10
to the Listing Rules. Having made specific enquiry of all Directors, all
the Directors confirmed that they have complied with the required

standard set out in the Model Code during the year.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st March, 2007, the aggregate amount of turnover
attributable to the Group’s five largest customers accounted for
approximately 66% of the Group’s total turnover and the turnover
attributable to the Group's largest customer accounted for approximately

35% of the Group’s total turnover.

The aggregate amount of purchases attributable to the Group's five largest
suppliers accounted for approximately 68% of the Group’s total purchases
and the purchases attributable to the Group’s largest supplier accounted

for approximately 39% of the Group’s total purchases.

At no time during the year did a Director, an associate of a Director or a
shareholder of the Company (which to the knowledge of the Directors
owns more than 5% of the Company’s share capital) have an interest in

any of the Group’s five largest suppliers or customers.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS
During the year, the interests of the Directors of the Company in
businesses which competed or were likely to compete, either directly or

indirectly, with the business of the Group are set out as follows:

Mr. Chang Ei Eu (“Mr. Chang”) and Ms. Hsieh Ming Chiu (“Ms. Hsieh”)
and their children jointly own 90.9% equity of Linfair Engineering and
Trading Limited (“Linfair (Taiwan)”), a private limited company
incorporated in Taiwan which is engaged in, among other things, the
trading and installation of broadcasting, audio and visual entertainment
systems, audio and/or visual system installation for auditorium and music
recording studios, and installation of aluminium scaffold. Thus, Linfair
(Taiwan) competes with the Group in respect of broadcasting and audio
and visual systems and the theme park show systems. Accordingly, both
Mr. Chang and Ms. Hsieh were regarded as having interests in competing
businesses of the Group during the year. In order to eliminate/reduce
any potential competition between the Group and Linfair (Taiwan), the
Company, Mr. Chang, Ms. Hsieh and Linfair (Taiwan) have entered into
a non-competition agreement dated 20th May, 2005 restraining Linfair
(Taiwan) from competing with the Group. Both Mr. Chang and Ms. Hsieh
confirmed to the Company of the compliance during the year with the
terms of the non-competition undertakings given by Mr. Chang, Ms.

Hsieh and Linfair (Taiwan).

Save as disclosed above, none of the Directors of the Company was
interested in any business apart from the Group’s businesses which
competed or were likely to compete, either directly or indirectly, with

the businesses of the Group during the year.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Company’s
Bye-Laws or the laws of Cayman Islands which would oblige the Company

to offer new shares on a pro-rata basis to existing shareholders.

CORPORATE GOVERNANCE
Information on the corporate governance practices adopted by the
Company is set out in the “Corporate Governance Report” on pages 15

to 20 of this Annual Report.
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SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the Company
and within the knowledge of the Directors of the Company, the Company
has maintained the prescribed public float with the Listing Rules
throughout the year ended 31st March, 2007.

CONNECTED TRANSACTION

During the year ended 31st March, 2007, the Group advanced about a
total of HK$15.7 million to Linfair Technology Limited (“LTL”), a company
incorporated in Hong Kong and is owned as to 90% by the then Executive
Director, Ms. Hsieh Ming Chiu (“Ms. Hsieh”) and to Ms. Hsieh herself.
The transaction constituted financial assistance to connected persons
and connected transactions under the Listing Rules. The maximum
outstanding amount of the advances during the year ended 31st March,
2007 was about HK$2.81 million. The advances were fully repaid by
31st March, 2007.

Save for the above advances, all other related party transactions disclosed
in note 35 to the consolidated financial statements and this Annual
Report are either connected transactions exempted from the reporting,
announcement and independent shareholders’ approval requirements or

not connected transactions under the Listing Rules.

POST BALANCE SHEET DATE EVENTS

Details of the significant post balance sheet events are set out in note 36

to the consolidated financial statements.

AUDITORS

Messrs. Deloitte Touche Tohmatsu, who acted as auditors of the Company
for past years, resigned as auditors of the Company for the financial year
ended 31st March, 2007. Messrs. SHINEWING (HK) CPA Limited were

appointed to fill the casual vacancy.

The consolidated financial statements for the year have been audited by
Messrs. SHINEWING (HK) CPA Limited, who retire and, being eligible,
offer themselves for re-appointment at the forthcoming annual general

meeting.
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A resolution will be submitted to the annual general meeting to re-
appoint Messrs. SHINEWING (HK) CPA Limited as auditors of the
Company.

On behalf of the Board
He Changming
Chairman

29th February, 2008
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INDEPENDENT AUDITOR'S REPORT

SHINEWING (HK) CPA Limited
16/F., United Centre

Ee

Shineﬂ)ing

95 Queensway, Hong Kong

TO THE SHAREHOLDERS OF LINFAIR HOLDINGS LIMITED
(incorporated in Cayman Islands with limited liability)

We were engaged to audit the consolidated financial statements of Linfair
Holidngs Limited (the “Company”) and its subsidiaries (the “Group”) set
out on pages 34 to 94, which comprise the consolidated balance sheet
as at 31st 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.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

making accounting estimates that are reasonable in the circumstances.
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AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. Except
for the limitation in the scope of our work as explained below, we
conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to whether the
consolidated financial statements are free from material misstatement.
However, because of the matters described in the basis for disclaimer of
opinion paragraph, we were not able to obtain sufficient appropriate

audit evidence to provide a basis for an audit opinion.

BASIS FOR DISCLAIMER OF OPINION
(@) As disclosed in note 7 to the consolidated financial statements,
included in the consolidated income statement for the year ended
31st March, 2007, turnover of approximately HK$105,300,000 and
cost of contract works of approximately HK$99,044,000 were in
relation to the sale and installation of the production system
(“Transaction”). The aforesaid Transaction represented about 35.36%
and 48.03% of the total turnover and cost of contract works of the
Group during the year ended 31st March, 2007. At 31st March,
2007, there were nil balance of trade receivable, which was arrived
at after the provision of impairment loss of HK$19,899,000, and
the outstanding trade payable of approximately HK$14,873,000 in
relation to the Transaction. As we were unable to obtain direct
audit confirmations from the supplier and customer since both the
supplier and the customer were not accessible. There were no
alternative audit procedures that we could carry out to satisfy
ourselves that the respective sales and purchase contracts in
connected to the Transaction had been properly executed. Against
this background, we were unable to obtain sufficient evidence to
satisfy ourselves the validity and accuracy in respect of the sales
and cost of contract works included in the consolidated income
statement; the accuracy of the impairment loss made on the
respective trade receivable and whether the trade receivables were
fairly stated as at 31st March, 2007; the existence and accuracy in
respect of the respective trade payables and whether there are any

unrecorded liabilities as at the balance sheet date.
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Included in the consolidated balance sheet as at 31st March, 2007,
the other receivables, deposits and prepayments of approximately
HK$1,575,000 which were due from two independent third parties.
However, we were unable to obtain direct audit confirmations from
these two payees. Also, due to the lack of adequate financial
information, we were unable to satisfy ourselves the existence,
accuracy, recoverability of the balances and whether there are any
commitments should be disclosed at the balance sheet date. Any
adjustment to the balances may have a consequential significant
effect on the loss for the year and net assets as at 31st March,
2007.

Included in the other payables and accrued charges in the
consolidated balance sheet as at 31st March, 2007 was a receipt of
HK$1,563,000. In the absence of sufficient information, we were
unable to obtain direct audit confirmation and there were no
alternative audit procedures that we could carry out to satisfy
ourselves the nature and accuracy of the receipt and we cannot
ascertain whether the Group had any unrecorded financial

obligations in respect thereof at the balance sheet date.

DISCLAIMER OF OPINION: DISCLAIMER ON VIEW
GIVEN BY CONSOLIDATED FINANCIAL STATEMENTS

Because of the significance of the matters described in the basis for

disclaimer of opinion paragraph, we do not express an opinion on the

consolidated financial statements as to whether they give a true and fair
view of the state of the Group’s affairs as at 31st March, 2007 and of its

loss and cash flows for the year then ended in accordance with Hong

Kong Financial Reporting Standards. In all other respects, in our opinion

the consolidated financial statements have been properly prepared in

accordance with the disclosure requirements of the Hong Kong Companies

Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Ip Yu Chak

Practising Certificate Number: P04798

Hong Kong
29th February, 2008
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LINFAIR HOLDINGS LIMITED

CONSOLIDATED INCOME STATEMENT

For the year ended 31st March, 2007

Turnover
Cost of contract works

Cost of sales

Gross profit
Other income
Selling and distribution expenses
Administrative expenses
Impairment loss recognised in
respect of trade and
other receivables

Finance costs

Loss before tax

Income tax

Loss for the year

Dividend

Loss per share

— Basic

ANNUAL REPORT 2007 % #

E
CR ORI PN
HE KA

EM

H A
HERNHER
THER

B W B K e L A B MK

ZREER

BA KK

BR A &5 1R
s

FEER

RO

BiEE
—&XK

Notes

i &E

10

11

12

13

HelRaX

BE-_ZZtF=-A=Z+-HLEE

2007 2006
—EELHF —EREREF
HK$’000 HK$’000
FET FHT
(Restated)

(&)

297,802 209,922
(206,233) (139,676)
(59,597) (36,337)
31,972 33,909
6,946 9,643
(2,213) (3,458)
(45,303) (42,604)
(72,845) (16,493)
(1,386) (533)
(82,829) (19,536)
(381) 67
(83,210) (19,469)
- 6,000

(27.413) centsfl

(6.808) centsflll




LINFAIR HOLDINGS LIMITED B OE OE R B B 2
CONSOLIDATED BALANCE SHEET FEEERAMRE
At 31st March, 2007 R-ZEtE=A=+—H
2007 2006
—EELHF g
Notes HK$’000 HK$’000
By 5E FTERT FHT
(Restated)
(E71)
NON-CURRENT ASSETS IRBEE
Property, plant and equipment ES lﬂﬁ%&?&ﬁ 15 16,486 20,675
Prepaid lease payments ANHEER 16 799 820
Available-for-sale investment A E &éf 17 1,103 3,651
Investment in convertible note TT@HXmTFTXﬁ 18 1,170 1,170
19,558 26,316
CURRENT ASSETS RBEE
Inventories rE 19 8,902 25,289
Prepaid lease payments BENHENRE 16 20 20
Trade and bills receivables EWESERRERESE 20 61,110 143,544
Other receivables, deposits and Hih YR - Re K
prepayments R HIA 21 19,428 23,063
Amounts due from customers for BEREFE4TRERE
contract work 22 = 742
Tax recoverable AJ I B 7 18 515 1,306
Pledged bank deposits BEEARITER 23 6,750 6,750
Bank balances and cash RITEHREES 23 44,562 36,747
141,287 237,461
CURRENT LIABILITIES RBEE
Trade and bills payables ENES EEITQ\&FE/TjLK}J% 24 61,685 87,135
Other payables and accrued charges HiENRRESER 25 23,789 53,287
Bank borrowings RITEE 26 31,706 37,628
117,180 178,050
NET CURRENT ASSETS RBEEFE 24,107 59,411
43,665 85,727
CAPITAL AND RESERVES EXREE
Share capital g A 27 33,821 30,000
Reserves & 9,614 55,074
43,435 85,074
NON-CURRENT LIABILITY kRBEE
Deferred tax liabilities EETIE 29 230 653
43,665 85,727

The consolidated financial statements on pages 34 to 94 were approved
and authorised for issue by the Board of Directors on 29th February,
2008 and are signed on its behalf by:

KATHERINE CHAN WAI KAY

BRE R

DIRECTOR

EF

FIMZUANBENBHRRER=_ZZNF
“RAZTNABEESSHAERBETIE I

AATEERA/RE

ZUO LIHUA

ERE
DIRECTOR
£
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LINFAIR HOLDINGS LIMITED g E 2 R B R 2o =

CONSOLIDATED STATEMENT OF FeERaEnx
CHANGES IN EQUITY RESTTLEZAZI-RLER
For the year ended 31st March, 2007
Retained
Investment profits
Share Share Merger revaluation Exchange (accumulated losses)
apital premium reserve reserve reserve k& Total
i RtEE AR REBHEE B (BEEE) aif
HKS'000 HKS$'000 HKS$000 HK[$'000 HKS'000 HK$iOOO HK$iOOO
ThrL TE1L T Tk Tk Thn Thn
(Note)
(H&)
At st April, 2005 “ERnEMA-A 1 - 9 - 4,09 55,292 59,397
Exchange differences arising on BEENSRREL RN EE
translation of foreign operations } - - - - (5,337) - (5,337)
Gain on fair value changes of JHHERE ATEEN
available-for-sale investments - - - 502 - - 502
Net expense recognised directly in equity - - - 502 (5,337) - (4,833)
Loss for the year, as restated - - - - - (19,469) (19,469)
Total recognised expense for the year KERRRAR A% = = = 502 (5,337) (19,469) (24304
Dividend paid BRARE - - - - - (6,000) (6,000)
Share ssued (note 27a) BER (Wi 14999 - (14,999) - - - -
Capitaisation ssue (note 27b) BRLEA(HEh) 7,500 (7,500) - - - - -
Shares isued pursuant to public offer (note 27¢) - BEAR S ER &M (ik27o) 7,500 58,500 = = = = 66,000
Expenses on public offer NGRSV - (10,019) - - - - (10,019)
At 31t March, 2006, as restated B3 EZA=1-R(E]) 30,000 40,981 (14,990) 502 (1,42) 29,623 85,074
Exchange differences arising on BEBNERREL RN ER
translation of foreign operations - - - - 7,679 - 7,679
Loss on fai value changes of THHERELATERY
available-for-sale investments - - - 2,548) - - (2,548)
Net expense recognised directly in equity - - - (2,549) 7,679 - 5131
Loss for the year - - - - - (83,210) (83,210)
Total recognised expense for the year TERREARR IR - - - (2,549) 7619 (83,210) (78,079)
Shares issued under Pre-IPO REBRAREERERENH
Share Option Scheme (note 27d) B “ (W) 81 4,514 - - - - 5335
Shares issued pursuant fo placement (note 27¢) ~ BEEEZTRI (HiF27e) 3,000 28,500 = = = = 31,500
Expenses on placement RELRX - (395) - - - - (395)
{ 315t March, 2007 ZERtEZR=1-A 33,81 73,600 (14,990) (2,046) 0,437 (53,387) £435
Note: The merger reserve of the Group represented the difference between the e : AEBZEHBERARAMETZR
nominal value of the share capital issued by the Company and the AEEERBER-_TTRAFRAAKES
aggregate of the share capital of the subsidiaries acquired pursuant to BRREMBLR 2 RABERE 2
the group reorganisation in May 2005. Mz Z8 o
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LINFAIR HOLDINGS LIMITED B R OB B B R A F
CONSOLIDATED CASH FLOW R e mE
STATEMENT BE-TTLEZAS-ALEE
For the year ended 31st March, 2007
2007 2006
—ETtF ZEERF
HK$’000 HK$’000
FERT FHT
(Restated)
(Z31)
OPERATING ACTIVITIES REXK
Loss before tax REBHE (82,829) (19,536)
Adjustments for: R
Impairment loss recognised in respect I 5 R R E A
of trade and other receivables JFE U FOR (B 1B 2k 72,845 16,493
Allowance for inventories FE#EE 565 392
Finance costs A& KA 1,386 533
Depreciation of property, ME - BERREBENE
plant and equipment 4,504 3,154
Exchange difference ENXZER 8,118 =
Amortisation of prepaid lease payments ENHEREZEH 21 20
Interest income FEWA (1,364) (1,107)
Dividend income B S A (29) =
Operating cash flows before movements LEETEPANLE
in working capital Beme 3,217 (51)
Decrease (increase) in inventories &R A (38 n) 15,822 (8,387)
Decrease in trade and bills receivables e E 5 8RN & B R 16,477 42,472
(Increase) decrease in other receivables, HiEk s - 5e RER
deposits and prepayments RIE (38 hn) m A (3,033) 10,674
Decrease in amounts due from BUEFEHTIRIERD
customers for contract work 742 1,935
Decrease in trade and bills payables B E SRAREMNZERD (25,450) (53,524)
(Decrease) increase in other H b JB {5 5% & B 5T & F
payables and accrued charges CRl ) 12 fin (29,498) 17,325
Cash (used in) generated from operations REEBME (A RS (21,723) 10,444
Hong Kong Profits Tax paid ENEEMEH (13) (991)
NET CASH (USED IN) FROM OPERATING RExXBHE (AR FER
ACTIVITIES (21,736) 9,453
INVESTING ACTIVITIES REED
Repayment from a director —REEBENE 15,697 28,135
Advancement to a director BRNT-—REF (15,697) (28,135)
Interest received 2 UH 2 1,144 1,107
Purchase of property, plant and equipment BEVE BELRE 311 (20,314)
Dividend received Bk & 29 =
Purchase of available-for-sale investments BATHEERE = (3,149)
Purchase of convertible note BATRBEEERE - (1,170)
Increase in pledged bank deposits BERRITEFEM - (6,750)
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CONSOLIDATED CASH FLOW
STATEMENT

For the year ended 31st March, 2007

NET CASH FROM (USED IN) INVESTING
ACTIVITIES

FINANCING ACTIVITIES
Repayment of trust receipt loans
Trust receipt loans raised
Proceeds from issue of shares
New bank loans raised
Repayment of bank loans
Interest paid
Expenses on issue of shares
Repayment of mortgage loan
Dividend paid

NET CASH FROM FINANCING ACTIVITIES

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR

Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS AT
END OF THE YEAR,
represented by: Bank balances and cash

ANNUAL REPORT 2007 % #

HeEBaRER

BE-_ZZtF=-A=Z+-HLEE

2007
—EEtHF
HK$’000
FTET
REEBHFE (A RETFHE
862
METEH
EEEABEER (95,694)
HEETREER 87,879
BITRMOAER 36,835
MERTER 4,500
EBERITER (2,400)
BERHE (1,386)
BIORGOZHAX (395)
EEZRBER (207)
BIR % B =
METHFFEHESTFHE 29,132
RERBREEEYEINTE
8,258
FARERBREEEY
36,747
Exggga (443)
FERASRBESEEY
RE: ROEFEERS 44,562

2006
—EEX

— <=

HK$'000

TR

(30,276)

(112,633)
92,997
66,000
29,753
(25,600)
(533)
(10,019)
(337)
(6,000)

33,628

12,805

22,999

943

36,747



LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED

ﬁ'— B RME

In the current year, the Company determined that the errors need
to be corrected through restatement of previously issued
consolidated financial statements in respect of the understatement
of cost of contract works in prior year, which reduced the retained
earnings as at 1st April, 2006 by approximately HK$7,278,000 and
increased trade payables as at 31st March, 2006 by approximately
HK$7,278,000.

The effect of the above correction of significant accounting errors
reduced the retained earnings as at 1st April, 2006 by approximately
HK$7,278,000 and are summarized below:

At Tst April, 2006 R =
Adjustment for understatement of cost of contract works HED
At 1st April, 2006 after retrospective adjustment NRZEE R

FINANCIAL STATEMENTS BE—RRLF=AZF-ALEE

For the year ended 31st March, 2007

1. GENERAL INFORMATION 1. —ﬂ&;éf%ﬂf
The Company was incorporated in the Cayman Islands on 8th ARAN-_ZZE-_FE+TANBREH
October, 2002 as an exempted company with limited liability under EREAREEREHBEMM LA
the Companies Law of the Cayman Islands. Its ultimate holding —RIERRERAF - EEKERA
company is Polestar Assets Limited (“Polestar”), a company ARREABRUBESIMMLZ
incorporated in the British Virgin Islands. The addresses of the Polestar Assets Limited ([Polestar]) e
registered office and principal place of business of the Company ARAIZAMBERRTIBLERNE
are disclosed in the section headed “Corporate Information” to the EERZ[RRAIER] —HARE -
annual report.
The consolidated financial statements are presented in Hong Kong MAMBBRARRAZEEE -
dollars, which is also the functional currency of the Company. B2 .
The principal activity of the Company is investment holding and ARAMEIBEBAREER  MH
the principal activities of its subsidiaries (together with the Company MEAR (RAARSBAIANEER])
referred to as the “Group”) are set out in note 34. ZEEEBRERGE M B RKRM T

34 °
2. PRIOR YEAR ADJUSTMENTS 2. tEERAE

RER - ARFARBERLEELFHT
BHIRRATERELFEE M
MG Wﬁﬁ% 7—77A¢@ﬂ
—BRE&FHA 7,278,000 T  fE
8 5838 07,278,000/ TT ©

FlE FEBEAREF ST F
mA—HRAB &R 7,278,000%
T AEEBMENT

Retained earnings

REBEF

HK$’000

FHETT

MA—H 37,101

) TR A (7,278)
FMA—B (KBPAE)

29,823
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007
2. PRIOR YEAR ADJUSTMENTS (continued)

The effect of the above correction of significant accounting errors

on the loss for the year ended 31st March, 2006 are summarized

below:

Loss for the year before retrospective adjustment S
Adjustment for understatement of cost of contract works HED
Loss for the year after retrospective adjustment &iE

The effect of the above correction of significant accounting errors

on the basic loss per share for the year ended 31st March, 2006 are

= & M 35 8 &M

BE-_ZZtF=-A=Z+-HLEE

2. LEERE @)
PR FFEefRs8E8E 2%
NEZRB=+-—BIEEEFEBZTE
BEWLT ¢

Year ended

31st March, 2006
BE-ZZXRFE
:H :_f'_ E|
LEFE

HK$'000

THET

AREN 2 FEER (02;051)

2 BB TR A (7,278)
BrFEEBR (19,469)

TRETETREFRELHEE
NEZA=t-BLEESREXRE

summarized below: BeXERENOT
Year ended
31st March, 2006
E‘E:n:— e /\ﬂE
=A=t+—8”
HEE
HK cents
A Al
Basic loss per share before retrospective adjustment REVARMBREAEBR (4.263)
Adjustment for understatement of cost of contract works HEBLFZENITRKAR (2.545)
m Basic loss per share after retrospective adjustment REPHABRRBRERER (6.808)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

3.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

In the current year, the Group has applied, for the first time, a
number of new or revised standards, amendments and interpretations
issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”), which are either effective for accounting periods
beginning on or after 1st April, 2006. The adoption of the new
HKFRSs has no material effect on how the results for the current or
prior accounting years have been prepared and presented.

Accordingly, no prior year adjustment has been required.

The Group has not early applied the following new standards,
amendment or interpretations that have been issued but are not yet
effective for the Group’s current financial year. The directors of the
Company anticipate that the application of these new standards,
amendment or interpretations will have no material impact on the

results and the financial position of the Group.

f?
BE=

w

B RME

ZLHE=A=+-HLEE

FERFE RSB EBIHBR
FEA([EBMBREED])
REAFE AEEEAEREAGE
MAgHEMmeETHER  BIIR2
B ZSENEAR-ZTE0A
—BRFRBRARN SR - KA
EEMBmELENE ARG BRI B
e tHRNEEREIEZNTAR
WW#RIH%WEK%L ik 8
RIEHAFRERE -

55 B 48 32 51 R TSR B 412
RERBFESHBRELA - AL
AEFEUBARSH BT HRE
e TEESS BET T I AE
EAYE -
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

3. APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (continued)

Hong Kong Accounting Standard
(“HKAS”) 1 (Amendment)

HKAS 1 (Revised)

HKAS 23 (Revised)

HKFRS 7

HKFRS 8

HK(IFRIC)-Interpretation

(//lnt//) 8

HK(IFRIC)-Int 9

HK(IFRIC)-Int 10

HK(IFRIC)-Int 11

HK(IFRIC)-Int 12

HK(IFRIC)-Int 13

HK(IFRIC)-Int 14

Capital Disclosures'

Presentation of Financial
Statements?
Borrowing Costs?

Financial Instruments:
Disclosures’
Operating Segments?

Scope of HKFRS 27

Reassessment of Embedded
Derivatives®

Interim Financial Reporting and
Impairment®

HKFRS 2 - Group and Treasury
Share Transactions*

Service Concession
Arrangements®

Customer Loyalty Programmes®

The Limit on a Defined Benefit
Asset, Minimum Funding
Requirements and their
Interaction®

! Effective for annual periods beginning on or after 1st January, 2007.

2 Effective for annual periods beginning on or after 1st January, 2009.
’ Effective for annual periods beginning on or after 1st November, 2006.
! Effective for annual periods beginning on or after 1st March, 2007.

5 Effective for annual periods beginning on or after 1st January, 2008.
b Effective for annual periods beginning on or after 1st July, 2008.

’ Effective for annual periods beginning on or after 1st May, 2006.

8 Effective for annual periods beginning on or after 1st June, 2006.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

4.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments, which
are measured at fair value, as explained in the accounting policies

set out below.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited and by the Hong Kong

Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
(its subsidiaries). Control is achieved where the Company has the
power to govern the financial and operating policies of an entity so

as to obtain benefits from its activities.

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

appropriate.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies in line with those

used by other members of the Group.

All inter-group transactions, balances, income and expenses are

eliminated on consolidation.

Revenue recognition

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

and sales related taxes.

e
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SMERRMEE
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition (continued)

Project revenue from theme park show and intelligent traffic
management systems contracting services is recognised when the
outcome of the contract can be estimated reliably and the stage of
completion at the balance sheet date can be measured reliably.
Project revenue is recognised on the percentage of completion
method, measured by reference to the percentage of cost incurred
to date to the estimated total cost. When the outcome of a contract
cannot be estimated reliably, revenue is recognised only to the
extent of contract costs incurred that it is probable will be

recoverable.

Revenue from provision of other engineering systems contracting
services is recognised when the buyer accepts delivery, and

installation and inspection are completed.

Sale of goods are recognised when goods are delivered and title

has passed.

Others
Commission, handling and service income is recognised when

services are provided.

Consultancy income is recognised when services are rendered.

Dividend income from investments in listed securities is recognised
when the shareholders’ rights to receive payment have been
established.

Interest income from a financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset

to that asset’s net carrying amount.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment
Property, plant and equipment are stated at cost less subsequent

accumulated depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of items of property,
plant and equipment over their estimated useful lives and after
taking into account their estimated residual values, using the straight-

line method.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the item) is
included in the income statement in the year in which the item is

derecognised.

Impairment

At each balance sheet date, the Group reviews the carrying amounts
of its assets to determine whether there is any indication that those
assets have suffered an impairment loss. If the recoverable amount
of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount.

Impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset 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
in prior years. A reversal of an impairment loss is recognised as

income immediately.

Inventories

Inventories, including materials, parts and consumables, are stated
at the lower of cost and net realisable value. Cost is calculated
using the first-in, first-out method. Net realisable value represents
the estimated selling price in the ordinary course of business less

the estimated costs necessary to make the sale.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Contracts

When the outcome of a contract can be estimated reliably and the
stage of completion at the balance sheet date can be measured
reliably, as measured by the proportion that contract costs incurred
for work performed to date bear to the estimated total contract
costs, contract costs are charged to the consolidated income
statement by reference to the stage of completion of the contract
activity at the balance sheet date on the same basis as project

revenue recognised.

When the outcome of a contract cannot be estimated reliably,
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 project revenue, the expected loss is recognised as an

expense immediately.

Where contract costs incurred to date plus recognised profits less
recognised losses exceed progress billings, the surplus is shown as
an amount due from customers for contract work. For contracts
where progress billings exceed contract costs incurred to date plus
recognised profits less recognised losses, the surplus is shown as
an amount due to customers for contract work. Amounts received
before the related work is performed are included in the balance
sheet, as a liability, as advances received. Amounts billed for work
performed but not yet paid by the customer are included in the

consolidated balance sheet under trade and bills receivables.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Leasing

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.

The Group as lessee

Rentals payable under operating leases are charged to profit or loss
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 recognised as a reduction of rental expense over the lease

term on a straight-line basis.

Prepaid lease payments
Prepaid lease payments represent interest in land held under
operating lease arrangements and are amortised on a straight-line

basis over the lease terms.

Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when a group entity becomes a party to the
contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognised

immediately in profit or loss.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets

The Group’s financial assets are classified into financial assets at
fair value through profit or loss, loans and receivables and available-
for-sale financial assets. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace. The
accounting policies adopted in respect of each category of financial

assets are set out below.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
At each balance sheet date subsequent to initial recognition, loans
and receivables (including trade and bills receivables, other
receivables, deposits and prepayments, amounts due from customers
for contract work, pledged bank deposits and bank balances) are
carried at amortised cost using the effective interest method, less
any identified impairment losses. An impairment loss is recognised
in profit or loss when there is objective evidence that the asset is
impaired, and is measured as the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the original effective interest rate. Impairment
losses are reversed in subsequent periods when an increase in the
asset’s recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to a
restriction that the carrying amount of the asset at the date the
impairment is reversed does not exceed what the amortised cost

would have been had the impairment not been recognised.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Available-for-sale investments

Available-for-sale financial assets are non-derivatives that are
designated or not classified as financial assets at fair value through
profit or loss and loans and receivables. At each balance sheet date
and subsequent to initial recognition, available-for-sale financial
assets are measured at fair value. Changes in fair value are
recognised in equity, until the financial asset is disposed of or is
determined to be impaired, at which time, the cumulative gain or
loss previously recognised in equity is removed from equity and
recognised in profit or loss. Any impairment losses on available-
for-sale financial assets are recognised in profit or loss. Impairment
losses on available-for-sale equity investments will not reverse in

profit or loss in subsequent periods.

Investment in convertible note

Investment in convertible note is designated at fair value through
profit and loss on initial recognition. At each balance sheet date
subsequent to initial recognition, it is measured at fair value, with
changes in fair value recognised directly in profit or loss in the

period in which they arise.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
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
Group's financial liabilities are generally classified as other financial
liabilities. The accounting policies adopted in respect of financial

liabilities and equity instruments are set out below.

Financial liabilities
Other financial liabilities including trade and bill payables, other
payables and accrued charges and bank borrowings are subsequently

measured at amortised cost, using the effective interest method.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Equity instruments

Equity instruments issued by the Company are recorded at the

proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and rewards
of ownership of the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the cumulative
gain or loss that had been recognised directly in equity is recognised

in profit or loss.

The financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or expires.
The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised

in profit or loss.

Retirement benefit costs

Payments to state-managed retirement benefit schemes/the
Mandatory Provident Fund Scheme (“MPF”) are charged as an
expense when employees have rendered service entitling them to

the contributions.

Equity settled share-based payment transactions

Share options granted to directors and employees of the Company
The fair value of services received determined by reference to the
fair value of share options granted at the grant date is expensed on
a straight-line basis over the vesting period, with a corresponding

increase in equity (share option reserve).

At each balance date, the Group revises its estimates of the number
of options that are expected to ultimately vest. The impact of the
revision of the original estimates, if any, is recognised in profit or
loss over the remaining vesting period, with a corresponding

adjustment to share option reserve.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Equity settled share-based payment transactions (continued)
Share options granted to directors and employees of the Company
(continued)

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

held in share option reserve.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency
(i.e. the currency of the primary economic environment in which
the entity operates) at the rates of 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 translation of monetary items, are recognised in profit

or loss in the period in which they arise.

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

disposed of.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation
Income tax expense represents the sum of the tax currently payable

and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
income statement because it excludes items of income or expense
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 is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax base used in the computation
of taxable profit, and is accounted for using the balance sheet
liability method. Deferred tax liabilities are generally recognised
for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will
be available against which deductible temporary differences can
be utilised. Such assets and liabilities are not recognised if the
temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets
and liabilities in a transaction that affects neither the taxable profit

nor the accounting profit.

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 is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset realised.
Deferred tax is charged or credited to profit or loss, except when it
relates to items charged or credited directly to equity, in which

case the deferred tax is also dealt with in equity.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

5.

CRITICAL ACCOUNTING KEY SOURCES OF
ESTIMATION UNCERTAINTY

The key assumptions concerning the future, and other key sources
of estimation uncertainty at the balance sheet dates, 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.

Useful lives of property, plant and equipment

In applying the accounting policy on property, plant and equipment
with respect to depreciation, management estimates the useful lives
of various categories of property, plant and equipment according
to the industrial experiences gained over the development history

of the Group and also by reference to the relevant industrial norm.

Impairment loss recognised in respect of trade and other receivables
Impairment loss recognised in respect of trade and other receivables
is made when there is objective evidence of impairment and is
based on an assessment of the recoverability of trade and other
receivables. Where the future discounted cash flow of trade and
other receivables is different from the carrying amount, such
difference represents allowance for doubtful debts recognised as

expense in the consolidated income statement.

Allowance for inventories

The management of the Group reviews an aging analysis at each
balance sheet date, and identifies the slow-moving inventory items
that are no longer suitable for use in production. The management
estimates the net realisable value for such finished goods based
primarily on the latest invoice prices and current market conditions.
In addition, the Group carries out an inventory review on a product-
by-product basis at each balance sheet date and makes allowance

for obsolete items.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

5.

CRITICAL ACCOUNTING KEY SOURCES OF
ESTIMATION UNCERTAINTY (continued)

Percentage of completion of theme park show and intelligent traffic
management systems contracts

The Group recognises the revenue according to the percentage of
completion of the individual theme park show and intelligent traffic
management systems contracts. The Group’s management estimates
the percentage of completion of these contracts if the value of
works has not been certified by the customers at the balance sheet
date. These estimates are based on actual cost incurred over the
total budgeted costs. Corresponding contract revenue are also
estimated by the management. Because of the nature of the activity
undertaken in these contracts, the date at which the contract activity
is entered into and the date when the activity is completed usually
fall into different accounting periods. The Group reviews and revises
the estimates of both contract revenue and contract costs in the
budget prepared for each of these contracts as the contract
progresses. For costs attributable to work done that have not been
billed to the Group but the corresponding revenue for the work
done has been recognised, management estimates these costs by
reference to the budget and the actual billings subsequently received.
Management regularly reviews the progress of these contracts and

the corresponding costs of the contract revenue.

Estimation of foreseeable losses in respect of theme park show and
intelligent traffic management systems contracts

The Group’s management estimates the amount of foreseeable losses
of the theme park show and intelligent traffic management systems
contracts works based on the management budgets prepared for the
construction works. Budgeted contract income is determined in
accordance with the terms set out in the relevant contracts. Budgeted
costs which mainly comprise costs of material are prepared by the
management on the basis of quotations from time to time provided
by the major suppliers/vendors involved and the experience of the
management. In order to keep the budget accurate and up-to-date,
the Group’s management conducts periodic review on the
management budgets by comparing the budgeted amounts to the

actual amounts incurred.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

6.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s major financial instruments include trade and bills
receivables, other receivables, deposits and prepayments, amounts
due from customers for contract work, pledged bank deposits, bank
balances and cash, trade and bills payables, other payables and
accrued charges and bank borrowings. Details of these financial
instruments are disclosed in respective notes. The risks associated
with these financial instruments and the policies on how to mitigate
these risks are set out below. Management manages and monitors
these exposures to ensure appropriate measures are implemented

on a timely and effective manner.

Market risk

Currency risk

The Group has foreign currency sales and purchases and certain
borrowings of the Group are denominated in foreign currencies.
The Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign currency

exposure should the need arises.

Interest rate risk

The Group’s fair value interest rate risk relates to floating-rate bank
borrowings. The Group'’s cash flow interest rate risk relates primarily
to fixed-rate short-term bank fixed deposits. The Group currently
does not have an interest rate hedging policy. However, the
management monitors interest rate exposure and will consider

hedging significant interest rate exposure should the need arises.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

6.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk

The Group’s principal financial assets are trade and bills receivable,
other receivables, deposits and prepayments and amounts due from
contracts work. The Group’s maximum exposure to credit risk in
the event of the counterparties failure to perform their obligations
as at 31st March, 2007 in relation to each class of recognised
financial assets is the carrying amount of those assets as stated in

the consolidated balance sheet.

The Group’s credit risk is primarily attributable to its trade
receivable. The Group is exposed to concentration of credit risk as
a substantial portion of its sales is generated from a limited number
of customers. The Group manages its credit risk by closely
monitoring the granting of credit. The Group also reviews the
recoverable amount of each individual trade receivable at each
balance sheet date to ensure that adequate allowances are made
for irrecoverable amounts. In this regard, the directors of the
Company consider that the Group’s credit risk is significantly

reduced.

The credit risk on liquid funds is limited because the majority of

the counter parties are banks and creditworthy financial institutions.

Fair value
The fair value of financial assets and financial liabilities are

determined as follows:

e the fair value of financial assets and financial liabilities with
standard terms and conditions and traded on active liquid
markets are determined with reference to quoted market bid

prices;

e the fair value of other financial assets and financial liabilities
(excluding derivative instruments) are determined in
accordance with generally accepted pricing models based on
discounted cash flow analysis using prices from observable

current market transactions; and
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

6.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Fair value (continued)

e the fair value of derivative instruments, are calculated using
quoted prices. Where such prices are not available use is
made of discounted cash flow analysis using the applicable
yield curve for the duration of the instruments for non-optional

derivatives, and option pricing models for optional derivatives.

TURNOVER AND SEGMENT INFORMATION

Turnover

Turnover represents revenue generated from provision of consultancy
and engineering systems contracting services and the amounts
received and receivable for consumables and spare parts sold, as
after sales services incidental and ancillary to the engineering

systems and consultancy services, during the year.

During the year ended 31st March, 2007, the Group recognised
sales and cost of contract works in relation to three second hand,
custom-made MTL-LC CD-R/DVD-R (“Machinery”) of approximately
HK$105,300,000 and HK$99,044,000, respectively. On 15th August,
2005, Linfair Engineering Company Limited (“LEC”), a wholly-owned
subsidiary of the Company, had entered into the sales contracts
with Megaplast Jayacitra PT (“Megaplast”) for the supply of the
Machinery. On 15th January, 2006, LEC had entered into a purchase
contract with Memory Japan (HK) Ltd. for the supply of the
Machinery. The Machinery was dismantled in Singapore at the
factory of MJC (Singapore) Pte Ltd. and then shipped to Megaplast
in Indonesia. The installation of the Machinery had been completed
in March, 2007.

Business segments

For management purposes, the Group is currently organised into
two operating divisions — provision of engineering systems
contracting services and sale of consumables and spare parts. These
divisions are the basis on which the Group reports its primary

segment information.

ﬁ
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007
7. TURNOVER AND SEGMENT INFORMATION (continued)

= & M 35 8 &M

BE-_ZZtF=-A=Z+-HLEE

7. EXERIMER ()

EBoW (&)

Business segments (continued)

Segment information about these businesses is presented below.

For the year ended 31st March, 2007

Provision of
engineering
systems

contracting

BRALEXBEOIBEHMT -

BE-ZEEtF=HA=1+—-HLEE

Sale of

consumables

services” and spare parts Consolidated
REIRE HEMK
A ERERB ERMHEE ke )
HK$’000 HK$’000 HK$’000
THER THER THER
Revenue A
External sales S 3H 35 & # 223,800 74,002 297,802
Segment results DEPERE (58,211) 12,872 (45,339)
Unallocated corporate revenue ROBAAKA 6,946
Unallocated corporate expenses ROBARREE (43,050)
Finance costs MEKA (1,386)
Loss before tax BR B A1 B 1B (82,829)
Income tax P15 %5t (381)
Loss for the year FEER (83,210)
” Amount included revenue from a consultancy project of approximately

HK$3,073,000.
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NOTES TO THE CONSOLIDATED REMBERERME

FINANCIAL STATEMENTS BEFTLFZAZioALeE
For the year ended 31st March, 2007
7. TURNOVER AND SEGMENT INFORMATION (continued) 7. EXBERIBER (B)
Business segments (continued) XX (#)
At 31st March, 2007 R-Z2ZFt&=A=t—-8H
Provision of
engineering
systems Sale of
contracting consumables
services and spare parts Consolidated
RHIRE HEMR
A RERY ZHMHHEE ma
HK$’000 HK$’000 HK$’000
TERT TET T
Balance sheet EEGER
Assets BE
Segment assets o E F 78,954 17,253 96,207
Unallocated corporate assets RABRAAIEE 64,638
Consolidated total assets mEBEEMAE 160,845
Liabilities =R
Segment liabilities DEBE 72,282 6,588 78,870
Unallocated corporate liabilities APBRARBE 38,540
Consolidated total liabilities RERERRE 117,410
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NOTES TO THE CONSOLIDATED FE MG H RN

FINANCIAL STATEMENTS RE-RELEZAZT-ALFE
For the year ended 31st March, 2007
7. TURNOVER AND SEGMENT INFORMATION (continued) 7. EEXERIHER (B)
Business segments (continued) KB (£)
For the year ended 31st March, 2007 BE-ZZLF=A=Z+—-HLEE
Provision of
engineering
systems Sale of
contracting consumables
services and spare parts Consolidated
Rt HFEmR
ARABRE ZHMHHEE mE
HK$’000 HK$’000 HK$’000
T T TERT
Other information H & #
Allowance for inventories FEERE - 565 565
Capital expenditure BARRX 14 297 311
Depreciation e 3,881 623 4,504
Impairment loss recognised in FWERR KA M
respect of trade and R TR EE
other receivables 71,876 969 72,845
Amortisation of prepaid lease BEEMNBEONE
payments 21 - 21
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NOTES TO THE CONSOLIDATED e
FINANCIAL STATEMENTS CES

For the year ended 31st March, 2007
7. TURNOVER AND SEGMENT INFORMATION (continued) 7.

Business segments (continued)

EXERIHEH (B)
%58 (42)

For the year ended 31st March, 2006 (Restated) BE-ZEAE=A=T+-HLFE (E5)

Provision of
engineering
systems Sale of

contracting consumables

services* and spare parts Consolidated

RE TR EFEm K
Ao R% THUHE e
HK$'000 HK$'000 HK$’000
FERT FERT TET

Revenue WA

External sales SMEHE 163,445 46,477 209,922
Segment results DEEEB 3,487 10,308 13,795
Unallocated corporate revenue N WL PN 9,643
Unallocated corporate expenses AAERAFX (42,441)
Finance costs A& KR (533)
Loss before tax BRI AIEE (19,536)
Income tax Fr S Bt 67
Loss for the year FEER (19,469)

# Amount included revenue from a consultancy project of approximately

HK$6,000,000.

BIE—BH IR R A%6,000000%E
7T
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 31st March, 2007

7. TURNOVER AND SEGMENT INFORMATION (continued)

Business segments (continued)

At 31st March, 2006 (Restated)

Balance sheet
Assets
Segment assets

Unallocated corporate assets

Consolidated total assets

Liabilities

Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

ANNUAL REPORT 2007 % #
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7. EXBRABER (B)
W58 (8)

S

(E3)

Provision of
engineering
systems

contracting

Sale of

consumables

—EEANE=ZA=t+-HLEE

Consolidated

services  and spare parts
RETE HRE R &

R ARG THHFHE Ra
HK$’000 HK$’000 HK$'000
FTAT FTHT FHT
184,890 12,246 197,136

66,641
263,777
110,825 15,439 126,264
52,439

178,703



NOTES TO THE CONSOLIDATED =& M5, &R M
FINANCIAL STATEMENTS BE-SRLESAST-ALFE

For the year ended 31st March, 2007

7. TURNOVER AND SEGMENT INFORMATION (continued) 7. EEBERIBER (B)
Business segments (continued) XX (#)
For the year ended 31st March, 2006 BE-_ZZRE=F=1+—-HLEEE
Provision of
engineering
systems Sale of

contracting

consumables

services and spare parts  Consolidated
REETR EREm R
ZBABRE THHHE ma
HK$’000 HK$'000 HK$'000
TERT FET FET
Other information Hitt g
Allowance for inventories FE#E = 392 392
Capital expenditure BEARFEX 19,130 1,184 20,314
Depreciation nE 3,209 (55) 3,154
Impairment loss recognised FE W BR FORL B
(written back) in respect of BK (BE)
trade receivables 17,054 (561) 16,493
Amortisation of prepaid lease BHEMBLY
payments HIE 20 - 20
Geographical segments ith & 73 &P

The Group’s operations are principally located in Hong Kong, the

other regions of the People’s Republic of China (“PRC”), Taiwan

and Samoa, and the Southeast Asia.

HEBNEBIBURES HRE

fo &
i o

AEREET  RRAGE
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

7. TURNOVER AND SEGMENT INFORMATION (continued)

Geographical segments (continued)

(i)  The following tables provides an analysis of the Group’s sales

by geographical market, irrespective of the origin of the goods/

= & M 35 8 &M

BE-_ZZtF=-A=Z+-HLEE

7. BN DEER (B)
inE" = (8)

(i) TER/FTKERBETHEDH
HEBAN (TRE M,/ REHR

services: Rib)
Sales revenue by Contribution
geographical market to loss before tax
& i BT %
ZoMEEWA R BB A R
2007 2006 2007 2006
—EZLF —ETRE —EELF —EERF
HK$’000 HK$'000 HK$/000 HK$'000
TET FTAT TET FAT
(Restated)
(E7)
Hong Kong BB 68,687 34,161 (5,860) (28,293)
PRC allE 54,347 98,259 (32,370) 5,654
Taiwan and Samoa AEREED 44,603 40,357 (862) 387
Southeast Asia RFgdn 118,837 33,407 (40,149) 1,277
Others H i 11,328 3,738 (3,588) 1,439
297,802 209,922 (82,829) (19,536)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

7. TURNOVER AND SEGMENT INFORMATION (continued)

Geographical segments (continued)

(ii) The following is analysis of the carrying amount of segment
assets at the balance sheet date and additions to property,

plant and equipment during the year analysed by the

= |
Bz

“EZLFZAZT-BLEE

=

B RME

e ()

(ii)

R&EEHR

C DEVEERKREER
RENREEMELRS D AR
ENE BERIREHNIMW

EXERDHWEN (B)

geographical area in which the assets are located: N
Carrying amount Additions to property,
of segment assets plant and equipment
PEEEMNIREE RENE BERRE
2007 2006 2007 2006
—E2LE —TENRF —EBLE —TERF
HK$’000 HK$’000 HK$’000 HK$'000
THEX THETL THEX TET
Hong Kong B 78,268 147,643 173 20,138
PRC i 55,206 1,109 77 4
Taiwan and Samoa 8EREED 20,474 113,743 33 164
Southeast Asia RAE 4,833 1,250 3 8
Others Hit 2,064 32 25 =
160,845 263,777 311 20,314
8. OTHER INCOME 8. HitlA
2007 2006
—ERLE —TERF
HK$'000 HK$'000
TR TR
Commission iika 49 183
Exchange gains, net B 5 W s 7 E 2,204 6,318
Handling income FEEBRA 11 1
Dividend income R B A 29 -
Interest income A B WA 1,364 1,107
Service income AR 5 A 1,859 595
Sundry income MIEWA 1,430 1,439
6,946 9,643
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

9. FINANCE COSTS
Interests on bank borrowings wholly ARBEFNBHEERN
repayable within five years RITEENS
Bank charges RITER
10. INCOME TAX
The charge (credit) comprises: BB (ER) X HEE
Profit for the year F & A
Hong Kong &g

Under(over)provision in prior years

BEFEIER (Z8R) B

Hong Kong BB
Deferred taxation BRI IE
Current year REE
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9. WMERA
2007

—EELE
HK$’000

FET

1,386

1,386

10. FiBH

2007
—EBLF
HK$’000
BT

799

(423)

381

2006
=t T YN

—= =/
HK$’000
THET

359
174

533

2006
—ETRE

=T =

HK$’000

TET

(548)

481

(67)



LINFAIR HOLDINGS LIMITED B OE OE B OB

NOTES TO THE CONSOLIDATED 5 3 = P E

FINANCIAL STATEMENTS HE-RRLE=A=ST-ALRE
For the year ended 31st March, 2007
10. INCOME TAX (continued) 10. R % (&)

The tax charge (credit) for the years can be reconciled to the loss

before tax per the consolidated income statement as follows:

REEBIARMX (D8) B4 iz
BRERARGHABESHMT

2007 2006
—ETLE —EERE
HK$’000 HK$'000
FTAT TAT
(Restated)
(E7)
Loss before tax Bk 7% Al 5 18 (82,829) (19,536)
Tax at the domestic income tax REMMEHHE17.5%T &/
rate of 17.5% (2006: 17.5%) RE(ZZZERF 1 17.5%) (14,495) (3,419)
Tax effect of income not taxable TRBERANBEZ 2
for tax purpose (1,285) (637)
Tax effect of utilisation of tax losses HABRTEREERATEERS
previously not recognised WS & (1,231) -
Tax effect of expenses not deductible PAHBHEXAORETE
for tax purpose 16,922 4,238
Under(over)provision in respect of BEFENIR (ZR)BE
prior years 5 (548)
Tax effect on tax losses not recognised AERMEERBIRIETE 105 1,231
Effect of different tax rates of subsidiaries [ff/B 2 7]/ & ftb 75 @
operating in other jurisdictions EBNTRABERFE 360 (1,396)
Others H A = 464
Income tax charge (credit) FEMBEZH 381 (67)

Hong Kong Profits Tax is calculated at 17.5% (2006: 17.5%) of the BEMBHRIDBAFE Lt BRATR

estimated assessable profit for the year. MIE17.5%(ZFZRE - 17.5%) 5
g o

Taxation arising in other jurisdictions is calculated at the rates H b B & [ WO B TE IR E b i R B R 5T

prevailing in the relevant jurisdiction. =i

Details of the deferred taxation are set out in note 29.

BB A BENRM FE29
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 31st March, 2007

11. LOSS FOR THE YEAR

= & M 35 8 &M

BE-_ZZtF=-A=Z+-HLEE

1. FREE

2007 2006
ZEERLHE —TERE
HK$’000 HK$’000
TET FET
Loss for the year is arrived at after FABBREMBRTIRAE
charging:
Allowance for inventories FERERS 565 392
Auditors’ remuneration o3 il A 2,539 775
Cost of inventories recognised as expense R &F X 217 KA 57,989 36,337
Deprecation e 4,504 3,154
Expenses incurred on the listing of AR AR 0 e <2 P
the Company’s shares on the TG 2 AX
Stock Exchange - 6,353
Operating lease rentals in respect of FHEEMENREHNES
rented premises 915 950
Amortisation of prepaid lease payments % $8 78 £ 50 18 21 20
Staff costs inclusive of directors’ B IR
remuneration and retirement benefits (RREZEME LEREF) 21,900 19,814
Operating lease rentals amounting to approximately HK$676,000 ETIEENREHNEE4E676,000
(2006: HK$484,000) in respect of staff quarters are included under BIL(ZEZNF ¢ 484,000 7T) T
staff costs. ABIKAET o
12. DIVIDEND 12. RE
2007 2006
ZETLE —ETRE
HK$’000 HK$’000
FTER FET
m Special interim dividend paid 2 HK cents =T Z/RXFE IR 5+ HRE
per ordinary share in 2006 BREBR2BI - 6,000
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 31st March, 2007

13. LOSS PER SHARE

The calculation of the basic loss per share is based on the followings

data:

Loss for the purposes of basic loss

per share

Weighted average number of ordinary
shares for the purposes of basic loss

per share

AEBREARNER

HE SRR A
R

The basic loss per share is calculated based on loss attributable to

equity holders of the Company of approximately HK$83,210,000

(2006: HK$19,469,000).

No dilutive loss per share is presented for the two years ended 31st
March, 2007 and 2006 as the exercises of the potential dilutive

ordinary shares would result in a reduction in loss per share.

B R OE R AR A A

e M RN
S

“EZLFZAZT-BLEE

13. BREE
SREABBENTHIESE -

2007 2006
—EELHE —ZTERE
HK$’000 HK$’000
TER FH T
(Restated)

(Z31)
(83,210) (19,469)
303,538,532 285,989,011

FRREX (B1B) B HREAR B R E
A AMREGEE483,210,000/8 7T (=
TENE - BEL19,469,000/87T) °

ARTTEAEEYE CBELBES
EERBERY  HA2IBE-F
: SNl
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 31st March, 2007

14. DIRECTORS” REMUNERATIONS AND FIVE HIGHTEST

PAID EMPLOYEES

Directors’ remunerations

The emoluments paid or payable to each of the six (2006:

directors were as follows:

For the year ended

31st March, 2007 St-RBLEE
Directors’ fees: ExHg:
Executive #171
Independent non-executive BUEHT
Other emoluments paid to the XRTHITESYL
executive directors: HitM< :
- Salaries and other benefits - S RAMET
- Contributions to retirement — RGBT E
benefit scheme 3

For the year ended

31st March, 2006 St-RBLEE
Directors’ fees: EEyk
Executive #17
Independent non-executive BUaA
Other emoluments paid to the IATHITESL
executive directors: e :
- Salaries and other benefits - S RAMET
- Contributions to retirement —RINERE
benefit scheme 3

Notes:
1. Resigned on 5th November, 2007.
2. Resigned on 16th October, 2007.

3. Resigned on 15th January, 2008.

= & M 35 8 &M

BE-_ZZtF=-A=Z+-HLEE

14 EEMEeRINGESFHES

HE-ZZtE=f

HE-2E25EZR

EEME
six) RAFEERN  AEEENRENAATF
AMIBE(CTTAF A BEF
BT
Chang Hsieh Chow Lee Lam Tung
Eifu  Ming Chiu Kin Ming  Kin Keung  Chun Kong Pui Man Total
RET B B2 Fu s EAES aif
(Note 1) (Note 2) (Note 3)
(K& 1) (&2) (H&ta)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TEn TEn TEx TEx TERL
- - - 120 96 96 312
1,000 - 1,208 - - - 2,208
12 - 12 - . - u
1,012 - 1,220 120 96 96 2,544
= = = 130 104 104 338
1,052 = 1,188 = = = 2,240
1 - 1 - - - 2
1,004 = 1,200 130 104 104 2,602
Bt &x

4. No director waived any emoluments in any of the two years ended

31st March, 2007 and 2006.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

14. DIRECTORS’ REMUNERATIONS AND FIVE HIGHTEST 14. EEMEeRENESTMES
PAID EMPLOYEES (continued) (&)
Five highest paid employees LfuBeHMES
Of the five individuals with the highest emoluments in the Group, AEELUSEHFMALEERL (=
two (2006: two) were directors of the Company whose emoluments TENF ML) AARIZES - HH

are set out above. The emoluments of the remaining three (2006:

three) highest paid individuals were as follows:

2007 2006
—EELHF —TERE
HK$’000 HK$'000
FTERT FHET
Salaries and other benefits FehEMEYET 3,063 3,335
Contributions to retirement benefit RIRAR A ET 2 3R
scheme 23 15
3,086 3,350
The emoluments of the three (2006: three) highest paid employees Hep=f (TZ 1) &= 5 &

fall in the following bands:

ﬁ
BE=

B RME

ZLHE=A=+-HLEE

SHFENLX - Hef=

1 (—77/\

Fr=f)EEZMEWT :

2007 2006

—EELF —ETRF

Number of Number of

employees employees

BEAR EEAH

Nil to HK$1,000,000 £ %1,000,0007 7T - 2
HK$1,000,001 to HK$2,000,000 1,000,001 7T % 2,000,000/ 7T 3 -
HK$2,000,001 to HK$2,500,000 2,000,001 7T 2,500,000/ 7T - 1
3 3

The remuneration of directors and key executives is determined by
the remuneration committee and having regard to the performance
of individuals and market trends.

No emoluments have been paid by the Group to any directors of

ESNTIZEREABNTMETME
BEeRBEEMNRALTSBEERE -

—ETRE=A=

+—E¢WI¢J}ZW C AREEY &R
ARRMEMESESZ AU TSFHMA
TEREAME - ASEEFMAK
EMARE B XN HERKEBA
H) R 8
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to join or upon joining the Group, or as compensation for loss of
office in any of the two years ended 31 March, 2007 and 2006.



LINFAIR HOLDINGS LIMITED g E 2 R B R 2o =

NOTES TO THE CONSOLIDATED FREMBEREME
FINANCIAL STATEMENTS BE-FRLESAST-ALEE
For the year ended 31st March, 2007
15. PROPERTY, PLANT AND EQUIPMENT 15. M¥ - MERZE
Machinery Furniture
and Office ~ Computer and Motor
Buildings  equipment  equipment  equipment fixtures vehicles Total

BT HBRRE ROZRE  SERE GARXE nE aif
HKS'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000
TR TR TR TEL  TEn TR TR

COST AR
At Tst April, 2005 R-FTREMA-A 1,520 4,389 305 603 1,043 228 8,268
Additions AE - 19,130 48 651 6 479 20,314
Exchange adjustments EXA% - 2 2 (3) (3) = (6)
At 31st March, 2006 and R-ETREZA=T-HR

st April, 2006 Z255mA-A 1,520 23,517 355 1,451 1,046 707 26,596
Additions AE - 14 32 226 39 - N
Exchange adjustments EXA% - - 8 - 1 3 1
At 31st March, 2007 RZEE+E=A=1-H 1,520 23,531 395 1,677 1,086 710 28,919

ACCUMULATED DEPRECIATION EZ:f#7E

At Tst April, 2005 R-EEREMA—H 209 3,408 162 358 567 65 4,769
Charge for the year FERRA 61 2,454 68 268 201 102 3,154
Exchange adjustments EXA% - () 1 (1) (1) = 2
At 31st March, 2006 and R-EEAEZA=1-HK

1t April, 2006 “23 ENA-H 270 5,861 231 625 767 167 7,921
Charge for the year FERRA 61 3,881 45 293 88 136 4,504
Exchange adjustments EXA% - - b - 1 1 8
At 31st March, 2007 R-EE+E=A=1—H 331 9,742 282 918 856 304 12,433
NET CARRYING VALUES BRIE
At 31st March, 2007 RZETtE=A=1-H 1,189 13,769 113 759 230 406 16,486
At 31st March, 2006 R-ZBRE=A=1-H 1,250 17,656 124 826 279 540 20,675
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

15.

16.

17.

PROPERTY, PLANT AND EQUIPMENT (continued)
The above items of property, plant and equipment are depreciated

on a straight-line basis, at the following rates per annum:

Buildings 4%
Machinery and equipment 20%
Office equipment 20%
Computer equipment 20%
Furniture and fixtures 20%
Motor vehicles 20%

PREPAID LEASE PAYMENTS

The prepaid lease payments represent leasehold land in Hong Kong
held under medium-term leases and are analysed for reporting

purposes as:

Non-current asset FEREEE
Current asset MEEE

AVAILABLE-FOR-SALE INVESTMENT

Listed equity securities outside REBAINZ ETRAE 5

Hong Kong, at fair value b /NS |

The fair value has been determined by reference to the bid prices

quoted in active market.

e MR RN
S

“EZLFZAZT-BLEE

15. W% - BERRB ()
NEMYE  BERREBEERA
BENEFEMT

BT 4%
BRREE 20%
MAEHE 20%
B AE 20%
BRREE 20%
"B 20%

16. A HEERE
BNEERERUREE 2R HEE
it EAWMT

2007 2006
—ETLE —FTAE
HK$’000 HK$’000

F 7 FHT
799 820

20 20

819 840

17. AIHHERE

2007 2006
—EBLE —FTAE
HK$’000 HK$’000

F 7 FHT

1,103 3,651

AFENSEERMIGMBLERE
MET
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007
17. AVAILABLE-FOR-SALE INVESTMENT (continued)

The Group’s available-for-sale investment that is denominated in
currencies other than the functional currency of the relevant group

entities is as follows:

Japanese Yen (“JPY”) =

18. INVESTMENT IN CONVERTIBLE NOTE

Unlisted convertible note, at fair value ~ 3F ET AR EE @ K AFE

At 31st March, 2007, the Group held convertible note with a
principal amount of HK$1,170,000 (2006: HK$1,170,000) which
was issued by an unlisted company. The convertible note carries
interest at 16% per annum and confers rights to the holder to
convert the whole or part of the outstanding principal amount into
shares of that company at a conversion price, representing the higher
of (1) the net asset value per share of the issuer with reference to
its latest audited accounts of the issuer for the time being, and (2)
the nominal amount of an issuer share, per share in the defined

period.

The convertible note can only be redeemed by the issuer at its face
value together with all interest accrued thereon (if any) up to and
including the date of repayment in December 2010, the 5th

anniversary of the date of issue of the note.

Subsequent to the balance sheet date, the Group redeemed the

convertible note at its carrying value.
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17.

18.

AfHHERE (&)
AEBEAHLERETREABEE
DRI EEB U2 Kt BB R
BT :

2007 2006

—ETLE —EEAE

000 ‘000

i T

15,078 55,398
TRERERE

2007 2006

—EFLE —EEAE

HK$’000 HK$’000

T FBT

1,170 1,170

R-_ZEZT+FE=ZA=1+—H £~£H
RE—RBELTARBRIMASER
1,170,000 T (Z 2 T N &F
1,170,000/ 7T) Z AT AR 1% - BRI
BREBRIEZFFIENE £
BABERETHEANEZERES S
HABOREEAEBERAZAA
ZBRMH BREANTHMEZES
EF(W2EZBTAERZENEER
REMATHZETABREEFE
KRBT ARND ZHEHAE °

BOANMBBLAARRER - RISBE
XN AR R 2 EERATRRER
BEERBAE_F-—TF+-ARN
B ARERTENRZERE
F)REZZHRANEWA) -



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

19.

20.

INVENTORIES

Consumables and spare parts

Machinery under installation

HREm R TS
EREZHE

Included in above were consumables and spare parts of
approximately HK$1,334,000 (2006: HK$198,000) which are carried

at net realisable value.

TRADE AND BILLS RECEIVABLES

The Group has a policy of allowing credit period ranging from

three to twelve months to its trade customers. In addition, for certain

customers with long-established relationship and good past

repayment histories, a longer credit period may be granted, such as

the balance of the contract sum being paid by way of installments

over a period of up to 18 months.

An aged analysis of trade receivables is as follows:

Within 30 days

Between 31 to 60 days

Between 61 to 90 days

Between 3 to 6 months

Between 6 to 12 months

Over 1 year but not more than 2 years
Over 2 years

Less: Impairment loss recognised

30H A

31HZE60H
61HZ90H
==,~EA
ANETZERA
B—FETBBMF
pelaoke3

W RERERE

=
Bz

1

20.

=
SMBHRETME
“ETLE=P=+-ALEE
78

2007 2006
—ETLE e
HK$/000 HK$’000
TERT FHETT
8,902 4,910
- 20,379
8,902 25,289

B IEEFER R EEAI1,334,000
B (ZEENE £ 198,00058 7T) T3 A
AR FEIE o

BHEZERREREE
AEE-RETHESEFPZIEEE
NF=ZE+-_FEATF - Ws FT
ERVERHAEHERREERTEN
RERCEPRHERTRRZEEN
flana #R BRI R 1818 A R 7 H
Xfitfe

KR FTORE DM

2007 2006
—EELF ZETRF
HK$’000 HK$'000
FTET THT
14,549 8,793
1,000 45,203
6,086 1,194
3,957 1,490
36,452 27,906
29,686 85,411
76,830 15,040
168,560 185,037
(107,450) (41,493)
61,110 143,544
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007
20. TRADE AND BILLS RECEIVABLES (continued)

The Group’s trade receivables that are denominated in currencies
other than the functional currency of the relevant group entities
before the impairment loss recognised are as follows:

21.

22.

United States Dollar (“USD”)
Euro (“EUR”)

Swiss Franc (“CHF”)

British Pound (“GBP”)
Renminbi (“RMB”)
Malaysian Ringgit (“MYR”)
Japanese Yen (“JPY”)

Taiwan Dollar (“NTD”)

27
BT
R
54
AR
B
A E
o

OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS
Included in other receivables, deposits and prepayments is an
amount of approximately HK$14,962,000 (2006: HK$9,501,000) in
respect of deposits paid for provision of engineering systems
contracting services, and approximately HK$220,000 (2006: Nil) in
respect of interest receivable from a director as disclosed in note

35(a).

AMOUNTS DUE FROM CUSTOMERS FOR

CONTRACT WORK

Contracts in progress at the balance
sheet date:

Contract costs incurred to date plus
recognised profits less recognised
losses

Less: Progress billings

Represented by:

Amounts due from customers for
contract work including engineering
systems contracting service

ANNUAL REPORT 2007 % #
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20.

21.

22.

BRESERAKREWEE (&)
AEERKEZEREEKREET R
FPREBRLIERRBREBER AR
BRI B & W5 BR e IR
T

2007 2006
—EStHE —ZERF
000 '000

T Tt

5,040 5,648
11,162 12,917

2 2

6 —

9 —

3 3

- 133,187

12,520 -

HibEWR - RERFEFFHIE
FIAE A UK ~ e RIBMAFERN
FEE#114,962,0008 T (Z2TRF ¢
9,501,000/ 7T) @ Jhatieit TR R A
B R X8R € F 45 220,000
T (ZEERF  8) RA—%EF
R EAFIE - 515 RHTEE35(@) °

BUEFENIREMRA

2007 2006
—ELE —BEAE
HK$’000 HK$’000
T FAR

- 3,866

- (3,124)

- 742

- 742



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

23.

24.

PLEDGED BANK DEPOSITS/BANK BALANCES AND
CASH

Included in bank balances and cash are the following amounts
which are subject to foreign exchange control regulations or not

freely transferable:

Amounts denominated in: Fl|{E :
RMB ARHE
MYR B

Pledged bank deposits/bank balances comprise short-term bank
deposits of approximately HK$51,086,000 (2006: HK$43,432,000)
at prevailing interest rate or at fixed interest rates ranging from
3.0% to 4.05% (2006: 1.4% to 3.75%).

TRADE AND BILLS PAYABLES

An aged analysis of the trade creditors is as follows:

Within 30 days 30 A

Between 31 to 60 days 31HZ60H
Between 61 to 90 days 61HZ90H
Between 3 to 6 months =EAA
Between 6 to 12 months RNETZEA
Over 1 year but not more than 2 years BIFEDEE2F
Over 2 years B2

e M RN
S

“EZLFZAZT-BLEE

23. BEARTER RTEER

RE

BRIEERRASBRZINEEHRR

UBEAFERERNFEANT

2007
—ETtHF
000

T

1,326
254

ERBETER ROEFERREE
TERLHRIR 1T 17 30 4051,086,00078 7T (
T NE 43,432,000 L) IREE L
RIEEH3.0%%24.05%(ZTTNEF

1.40%%23.75%) ©

2006
—ETERE
000
Fr

914
551

24 BNEZRARENRE
FERERRNERSTMT -

2007
—ETtHF
HK$’000
TR

11,357
264
12,620
2,827
16,744
14,829
3,044

61,685
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NOTES TO THE CONSOLIDATED FE MG H RN

FINANCIAL STATEMENTS BE-_RFLF=A=F-RALER
For the year ended 31st March, 2007
24. TRADE AND BILLS PAYABLES (continued) 24. EHNESERRRENERE (£)
The average credit period granted by the Group’s suppliers was AEBHERFORTFT=2+_MA
ranging from three to twelve months. ZIERE -
The Group's trade payables that are denominated in currencies AEBENERTEBREFEE LT
other than the functional currency of the relevant group entities are e B M AN 2 B A 5 ¥ 51 BR B SR IE
as follows: mr
2007 2006
ZBELE —EETRE
‘000 ‘000
Tr T
EUR BT 1,786 4,306
usD ETT 2,682 799
RMB AR 137 13
JPY H 347,478 495,249
Swedish Krona (“SEK”) I B 573 B = 51
NTD B 25 1,263
25. OTHER PAYABLES AND ACCRUED CHARGES 25. Hitt B R KETER
Included in other payables and accrued charges is amount of FIAE M BN REEE R RE
HK$17,035,000 (2006: HK$36,727,000) in respect of deposits 17,035,0008 & (Z 2 & X F
received for provision of engineering systems contracting services. 36,727,000/ 7T) B IR 4 T2 Rt

BREMBRAEE

26. BANK BORROWINGS 26. SRITEE
2007 2006
ZEELE —ETAE
HK$’000 HK$’000

TR TR

Bank borrowings comprise the following: #RTfEE®E T :
Bank loans RITE R 19,200 19,153

Mortgage loan BBER - 207

Trust receipt loans EEREER 12,506 18,268
31,706 37,628

Analysed as: DT

Secured BHA 31,706 17,307

Unsecured 4 4 = 20,321
31,706 37,628
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

26. BANK BORROWINGS (continued)
The Group’s borrowings that are denominated in currencies other

than the functional currencies of the relevant group entities are as

follows:

UsD X
EUR BT
SGD A3 TT
GBP e
JPY =

The bank borrowings carry floating-rate interest ranging from 5.20%
t0 6.52% (2006: 4.50% to 7.25%) per annum.

During the year, in respect of a bank loan with a carrying amount
of HK$5,288,000 as at 31st March, 2007, the Group breached
certain of the terms of the bank loan, which are primarily related to
the tangible net worth of the Group. On discovery of the breach,
the directors of the Company informed the lender and commenced
a renegotiation of the terms of the loan with the relevant banker.
Subsequent to 31st March, 2007, the lender has agreed to waive its
right to demand immediate payment and the balances have been

fully settled by the date of these consolidated financial statements.

HH

26.

B RME

ZLHE=A=+-HLEE

RITEE (8)
AEERGEERERABEELT
o8 55 DA 5 2 3 55 %6 51 B 0 BB
mT

2007 2006
—EELE Bt £ 0%
000 ‘000

i Fi

861 422

380 218

- 2,000

5 =

26,000 81,500

5.20%R1TIEEBFEMEE  HFFX
NF6.52%ZF 6.52%(ZFE N F :
4.5%%7.25%) o

EEER—ZETEX
AEEFEEEERY
\—_EE+F=ZA=+—HAF
TEFHREER5,288,000%
7T $ RAESRELNAEFEAN
BART CRAMBROTENHE
FlEH e —_EELF=ZA=F+—HZ
% BEBITREREERIANEE
REMER - MARNGEHBRED
B BEGERBEERE -

.

W H B
>F

at X
%

E(‘

=
4

ey
\U]]}/tg

B
pal}
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

27. SHARE CAPITAL

Authorised ordinary shares of
HK$0.10 each
At beginning of the year
Creation of shares on
18th May, 2005

At end of the year

Issued and fully paid ordinary
shares of HK$0.10 each
At beginning of the year
Issue of shares on
18th May, 2005 (Note a)
Issue of shares on
7th June, 2005 (Note b)
Issue of shares on
8th June, 2005 (Note c)
Exercise of share options
(Note d)
Issue of shares on
26th February,20 07
(Note e)

At end of the year

ANNUAL REPORT 2007 % #
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27. BRAK

31st March, 2007

31st March, 2006

“EZLE=A=1-H “EERFZA=1-H
Number Number
of shares HK$/000 of shares HK$’000
kHEE TER K& E FHL
FREE0.10BT
LEEERAR
L2 1,000,000,000 100,000 3,500,000 350
RZEZEREFRA
TABERRR - - 996,500,000 99,650
FR 1,000,000,000 100,000 1,000,000,000 100,000
BREEI0BT
LBENREREAR
fﬁ%ﬂ 300,000,000 30,000 1 1
AZZZRFERATNA
BOREA (K Fa) - - 149,999,999 14,999
R-ZEZRESAtA
BB (Frb) - = 75,000,000 7,500
\-_ZZRESANR
BORRA (K - = 75,000,000 7,500
TR R (fit et d)
8,208,000 821 - -
RZEZT+EA
=+ RETRA
(KiEe) 30,000,000 3,000 - -
18 338,208,000 33,821 300,000,000 30,000




LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

27. SHARE CAPITAL (continued)

Notes:

(a)

On 18th May, 2005, an aggregate of 149,999,999 shares were issued
and allotted to Polestar, at the direction of Mr. Chang Ei Eu (“Mr.
Chang”) and Ms. Hsieh Ming Chiu (“Ms. Hsieh”), as consideration for
the transfer of the entire issued share capital of Excellent Overseas to
the Company and Mr. Chang transferred to Polestar the subscriber
share in the Company. In consideration of Mr. Chang'’s transfer of the
subscriber share and his and Ms. Hsieh’s direction for the allotment
and issue of 149,999,999 shares to Polestar as aforesaid, Polestar
allotted and issued 7 shares and 2 shares of US$1 each to Mr. Chang
and Ms. Hsieh respectively.

On 7th June, 2005, 75,000,000 shares were capitalised and issued to

Polestar.

On 8th June, 2005, 75,000,000 new shares of the Company of
HK$0.10 each were issued at HK$0.88 per share for cash through an
initial public offering by way of placing and public offer.

During the year ended 31st March, 2007, an aggregate of 8,208,000
new shares of the Company were issued pursuant to Pre-IPO share

option scheme at exercise price of HK$0.65 per share.

On 26th February, 2007, 30,000,000 new shares of the Company
were issued at HK$1.05 per share for cash by way of placing.

All the above shares rank pari passu in all respect with other shares

in issue.

e

EE

B RME

tFEZRAZ+-RLFE

27. A (&)
G

(a)

E_ZZRFRATN\E » ARAE
REFEE ([REE]D) RABARLZ L
(I#&ZLl) 2R KBE#
149,999,9990% f% 17 17 R R % T
Polestar * {7 i Excellent Overseas
ZEHEBITRAEZTARAZAK
B MREEBBRRAZRBEAR
17 B5:E F Polestar © Polestar[f] 3 5t &
R+ o plbd 3 RET7TRKR2KRE
REEI1ZTZ’RG - ER XAt
REFEZREARODUARREER
# 22 & 48 7~ [ Polestarfid % & 2 17
149,999,999/ f% (5 2 (K& °

R=ZZEZERFNALEH © 75000,000
R R 19 T3 7 75 & AN 10 %17 T Polestar ©

ZZEZRFESNANA  ARRMNUEE
RARBEEAABBERAREER
2 0.8878 L% 1775,000,0008% A8 2
AR EE0.10/8 T 2 # A + LR

B -

R-ZEZLtF=RA=1+—HLEEE
W ARAIRBERAREENER
TR 8131748 4£8,208,0000 ¥ A% 15 -
T EAFR0.65BTT °

R-ETELFE-A-+F ARQF
LA B2 & 2 =0 %17 30,000,0008% 57 A%
7 BITEAESRI.OSET -

FRFARDREBERAREES
FEEERSES -

E\
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

28. SHARE OPTION SCHEMES

Pre-IPO share option scheme
A pre-IPO share option scheme (the “Pre-IPO Share Option Scheme”)
was approved and adopted by the Company on 30th March, 2005.

The maximum number of shares which may be issued under the
Pre-IPO Share Option Scheme shall be 15,000,000 shares. The Pre-
IPO Share Option Scheme is not subject to any vesting condition
precedent and the exercise period shall commence from the day
following 6 months after 10th June, 2005 and end on 30th March,
2010 (both dates inclusive). Upon acceptance of the pre-IPO share
option, each participant shall pay HK$1 to the Company by way of

consideration for the grant.

The exercise price is HK$0.65 per share and there is no restriction
on the number of pre-IPO share options granted under the Pre-IPO

Share Option Scheme to any grantee.

Other share option scheme
Another share option scheme (the “Share Option Scheme”) was

approved and adopted by the Company on 20th May, 2005.

Under the Share Option Scheme, the Directors may, at their
discretion, grant to any eligible person as defined under the Share
Option Scheme to take up options to subscribe for shares of the
Company at a subscription price to be determined by the Directors
and notified to each grantee but in any case shall not be less than
the higher of (1) the closing price of the shares as stated in the
Stock Exchange’s daily quotations sheet on the date on which the
Directors approve the making of the offer for the grant option (the
“Date Of Grant”), which must be a trading day; (2) the average of
closing price of the shares as stated in the Stock Exchange’s daily
quotations sheets for the five trading days immediately preceding
the Date Of Grant; or (3) the nominal value of a share. Upon
acceptance of the share option, the grantee shall pay HK$1 to the

Company by way of consideration for the grant.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

28. SHARE OPTION SCHEMES (continued)

Other share option scheme (continued)

The total number of shares in respect of which options may be
granted under the Share Option Scheme and any other share option
schemes of the Company shall not exceed 30,000,000 shares, being
10% of the total number shares in issue as at the date of listing of
the Company’s shares unless separate approval is obtained. Details
of the Share Option Scheme are set out in the prospectus dated
27th May, 2005 issued by the Company.

As at 31st March, 2007, there were no share options granted under

the Share Option Scheme since its adoption.

Details of share options granted on 30th March, 2005 pursuant to
the Pre-IPO Share Option Scheme and outstanding as at 31st March,
2006 and 2007 are as follows:

B RME

ZLHE=A=+-HLEE

. BRERE (F)

Hih iR & ()
BRIESITIGHE - BRIBRERE
5 &1 R AR R B AE (7] H b B AR 51 &1 7]
e 2 BRI S R 2 R fn BEA
1583830,000,0000% * HE RN R AL
M EMBEEETRNDBE 210% °
BHERESE 2 HBEHRAEALT
RZEZRFAA-TEATEER
EiEA o

R-ZZEZLF=ZA=+—0 HER
18 R B R &t 81 (AR R AR -

RZZEZAF=A=THREERAQ
HEEMBEREFEFEOERAR
BZENBREFERRZ-ZZTLER
ZEERF-R=-T—HEHOT :
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

= & M 35 8 &M

BE-_ZZtF=-A=Z+-HLEE

28. SHARE OPTION SCHEMES (continued) 28. BIRESTE (&)
Other share option scheme (continued) Hitnfg g2 (&)
Number of share options
BRE#HE
Balance at
1st April 2005,
31st March 2006 Exercised Balance at
Exercise and 1st April, during 31st March,
Exercisable period price 2006 the year 2007
R-22LF
A-8»
t 2 V%S
ZA=t+-AR
—BEAE R-BBLE
TR TEE mA-H FEATHE =A=t-H
Director
%
11th December, 2005 to 0.65 1,720,000 - 1,720,000
30th March, 2010
“ZTREFT-A+-HE
—ZT-ZTF=H=+H
Employees
B8
11th December, 2005 to 0.65 13,280,000 (8,208,000) 5,072,000
30th March, 2010
“EFRFTZAT-HE
“Z-THF=F=+H
15,000,000 (8,208,000) 6,792,000
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

29. DEFERRED TAX LIABILITIES
The deferred tax liability recognised by the Group represents the
excess of tax allowances over depreciation, and movements thereon

during the year are as follows:

At beginning of the year F1)

(Credit) charge to consolidated FRFAGZERAR
income statement Zx i (ER)

At end of the year FXR

At the balance sheet date, the Group has unused tax losses of
approximately HK$600,000 (2006: HK$7,032,000) available to offset
against future profits. No deferred tax asset has been recognised
due to the unpredictability of future profit streams. Pursuant to the
relevant laws and regulations in the PRC, all unused tax losses will
be expired in 2011.

30. PLEDGE OF ASSETS
At the balance sheet date, the bank credit facilities of the Group

were secured by the followings:

Bank deposits RITER
Property, plant and equipment ERN N E
Trade receivables EWE 5

e

=
Bz

23,

30.

£ E R B R A A

SMERRMEE

“EZLFZAZT-BLEE

EERE
AEBERANECHBEEBERSER
HERBBARTENRGD  ERAEF
ERANZEHMT

2007 2006
—EBLE —EERE
HK$’000 HK$’000
T TR
653 172

(423) 481

230 653

REER  AEBZRYABBER
# 600,000 T (Z T T X F
7,032,0007% 7T) A A {EH 5 AR H0m Al ©
ARRAEERHR 2 EF - Bt &

REEHEEE - MBBETFE2E
AR MERDABRBEERER
2011 K3 »

EEKA
REER  AEB2EREREDN
T3 & RIEE R

2007 2006
=i —ETAE
HK$’000 HK$’000

F 7 FHT
6,750 6,750
1,991 2,091

- 207

8,741 9,048
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007
31. CONTINGENT LIABILITIES

At the balance sheet date, the Group had the following contingent

liabilities:

Performance bonds

32. OPERATING LEASE COMMITMENTS

The Group as lessee

At the balance sheet date, the Group had committed for future

minimum lease payments under non-cancellable operating leases

which fall due as follows:

Within one year

In the second to fifth year inclusive

Operating lease payments represent rentals payable by the Group
for certain of its office premises and staff quarters. Leases are

negotiated for terms of one to three years at fixed rentals.
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31. REE

REER  AEEEBEUTHASE

f& :
2007 2006
“EELHF —EEXREF
HK$/000 HK$’000
FiET FET
5,639

406

32. WEHNAIE
A B AR A

REER  AREREIAIMELS
BAOZRBEINORERSAED

FEBMT
2007 2006
—EELHF —EEXRF
HK$’000 HK$’000
FET FHETT
641 535
10 -
651 535
REBONFEERAEERERE
ETHAEYEREIBEERMNWA
¢ HMHOKETHESER  HBEAE—
E=EREo
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NOTES TO THE CONSOLIDATED ﬁ'- %8 =M e
FINANCIAL STATEMENTS BE_RRLE=A=T-ALFE
For the year ended 31st March, 2007
33. EMPLOYEE RETIREMENT BENEFITS 33. RERKEF
Effective 1st December, 2000, the operating subsidiaries in Hong REFBGEEBLENHBRARBE -Z

Kong joined a MPF Scheme for all employees in Hong Kong. The
MPF Scheme is registered with the Mandatory Provident Fund
Schemes Authority under the Mandatory Provident Fund Schemes
Ordinance. The assets of the MPF Scheme are held separately from
those of the Group in funds under the control of an independent
trustee. Under the rule of the MPF Scheme, the employer and its
employees are each required to make contributions to the MPF
Scheme at rates specified in the rules. The obligation of the Group
with respect of the MPF Scheme is to make the required
contributions under the MPF Scheme. No forfeited contribution is

available to reduce the contributions payable in future years.

The employees of Linfair Engineering (Malaysia) Sdn. Bhd., a
subsidiary of the Company, are members of a state-managed
retirement benefit scheme operated by the Malaysia Government.
The subsidiary is required to make contributions to the Employees
Provident Fund (“EPF”) at rates specified in the rules of EPF. The
obligation of the Group with respect to EPF is to make the required

contribution.

Employees located in the PRC are covered by the retirement and
pension schemes defined by local practice and regulations and

which are essentially defined contribution schemes.

Retirement benefit contribution FEREL/RIK
2

made during the year Mgt 8 5%

ZTFE+_A-RERBEEERESR
Mkﬁ%iﬁﬂ°%%iﬁﬂﬁﬁ%
M DT A R B R DT
ﬁ%%@%%ﬁ°%%@ﬁ%%ﬁé
BAEBENEENRAFEAR  LHBY
HeXTAER - RERBEEAEN
RA - BERAEEREESEBRAAMA
BENLRABRBEEAEMHEN - KK
ERREestNEIRRERES
ATEREEEOHN AERBELEAL
{A] 3% e At 3R BT A DA R 4 B AR B A A 4
e

7N A AP B 2 & Linfair Engineering
(Malaysia) Sdn. Bhd.®){& & J5 1 55 2%
75 55 BT 8 1 60 B 5K B B AR K AR Al
BWKE - ZMBA ﬂ%m?ﬁﬁﬁ’\
Bestdl ((BEELEEFE]) ORA
FT 46 € B9 £L K A 4 E\AF Ea
HoAEERNEEAESENEE

= 1 H AT 3 8 BY i 3K
T ElE 8192 EE M 1E I &R I AT R
EZBRARRBZTE - MZEE
%ZKJ:E% 1/\TAEI‘I—;|J
2007 2006
—EELF ZETREF
HK$’000 HK$’000
THET TAT

482 276

ANNUAL REPORT 2007 £ #




LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

34. PARTICULARS OF SUBSIDIARIES
Particulars of the Company’s subsidiaries as at 31st March, 2007

are as follows:

Name of subsidiary

WELAREH

Excellent Overseas Limited'

Linfair Engineering (Beijing) Co. Ltd.**
BREERR (AR ERAF

Linfair Engineering (Shenzhen) Co. Ltd.”*

BAETAR (R ARAF

Linfair Engineering (Malaysia) Sdn. Bhd.

LEC

ANNUAL REPORT 2007 % #

Place and date
of incorporation/
operation
AL/
EXBUREH

British Virgin Islands
18th July, 2001

ZERAES
“22-FtAtAA

PRC
25th November, 2004
mEA\RAAE ([RE])
“ZTME+-AZTIA

PRC
16th September, 2004
REARAME ([HE])
“REREAATAR

Malaysia
19th September, 2004
BRAEE
“2EQEAATHA

Samoa

9th November, 2001
85

22 ERAHE

= & M 35 8 &M

BE-_ZZtF=-A=Z+-HLEE

4. B ARER
T+&E= f=+—BAR AN

Registered capital/
issued and fully

Proportion of
nominal value of

issued capital held

BARZHRBNOT :

paid share capital by the Group Principal activities
REL v ARFMHE
BRTRARRA BRTRARELE E:3 38
Ordinary share 100% Investment holding
uss1 BARR
BRRIXT
Registered capital 100% Provision of installation
HK$1,000,000 and maintenance
SR 1,000,000 10 services
REZKRRERE
Registered capital 100% Provision of installation
HK$1,000,000 and maintenance
i fit 21,000,000 2 services
RERKRFERS
Ordinary share 100% Provision of installation
RM1,500,000 and maintenance
LER1,500,0005 7T services
REZKRRERS
Ordinary share 100% Provision of engineering
US$1 systems contracting
LERIET service and sales of

related spare parts

RETRZHARRS
RREERBERRR
THk



LINFAIR HOLDINGS LIMITED 'R 2 R B8R 2 #H

NOTES TO THE CONSOLIDATED =& M5, &R M
FINANCIAL STATEMENTS BE-SRLESAST-ALFE

For the year ended 31st March, 2007

34. PARTICULARS OF SUBSIDIARIES (continued)

Name of subsidiary

G P

Place and date
of incorporation/
operation
AL/
EXBERAN

Linfair Engineering Service Company

Limited

Linfair Engineering (H.K.) Co., Limited
(IlLEHH)

Linfair Engineering (Singapore) Pte.
Limited

Linfair Capital Limited

Linfair Engineering (Macau)
Company Limited

British Virgin Islands
9th August, 2001

RRRRES
—22-£/\ANA

Hong Kong
9th November, 1991
B
“AA-%t+-AnA

Singapore
12th January,2004
i
“ZEME-ATCH

Hong Kong
24th June, 2005

Bk
“ERRERA-TEA

Macau
15th February, 2006
R
—EERF-ATRA

34. B RRER (&

Proportion of
Registered capital/ nominal value of

issued and fully issued capital held

paid share capital by the Group Principal activities
EEmRA/ ARRfH
ERTRAERA BRTRAEELE  TEXH
Ordinary share 100% Inactive
Uss1 EEEX
ERRIER
Ordinary share 100% Provision of engineering
HK$10,000,000 systems contracting
Z3A 110,000,000/ T service and sales of
related consumables and
spare parts
RETRZRABRE
ARHERBERER R
25
Ordinary share 100% Inactive
$G$100,000 EEER
£ 100,0005 7T
Ordinary shares 100% Investment holding
HK$1,000 AR
ERBR1,00087T
Ordinary shares 100% Provision of engineering

MOP1,000,000
L&R1,000,0008 %

systems contracting

service and sales

related consumables and

spare parts
RETEZSABRE

WRHERBEREDR

Ex
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007
34. PARTICULARS OF SUBSIDIARIES (continued)

= & M 35 8 &M

BE-_ZZtF=-A=Z+-HLEE

4. MBLARER (&)
Proportion of
nominal value of
issued capital held
by the Group Principal activities
ARFMHE
BRTRARELE IEEH

Place and date Registered capital/
of incorporation/ issued and fully
Name of subsidiary operation paid share capital
AL/ BifkE/
WELAREH EXBARES ERTRARRA
Power High Limited British Virgin Islands Ordinary shares
8th February, 2007 US$1
ZBRLES LaRiEn

“ZELE-ANA

Nation Resources Limited Hong Kong HK$100
15t February, 2007 10087
)
“ERtf-A-H

! directly held by the Company

2 a wholly foreign owned enterprise established in Beijing, PRC
’ a wholly foreign owned enterprise established in Shenzhen, PRC
4 the English names are for identification purposes only

ANNUAL REPORT 2007 % #

100% Investment holding
RERRK
100% Inactive
ERER
! AAAREERE

2 RPRBEIL KA EEE R
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007
RELATED PARTY TRANSACTIONS

35.

()

(b)

During the year ended 31st March, 2007, the Group advanced
a total of HK$15,696,979 (2006: HK$28,135,088) to a director,
Ms. Hsieh Ming Chiu and Linfair Technology Limited (“Linfair
Technology”), of which is 90% owned by Ms. Hsieh Ming
Chiu and 10% owned by her associate. The maximum amounts
outstanding during the year ended 31st March, 2007 is
HK$2,805,754 (2006: HK$8,500,000). In September 2007, Ms.
Hsieh and Linfair Technology agreed to pay a fee of
approximately HK$220,000 to the Group in respect of the
provision of the advances during the past three financial years
ended 31 March, 2005, 2006 and 2007. Such fee was
calculated based on a rate, being the highest borrowing costs
of the Group in that year (2005: 4.50% per annum; 2006:
7.25% per annum; and 2007: 6.52% per annum) plus 1% per
annum and has been fully received subsequent to the balance
sheet date.

During the year ended 31st March, 2007, the Group rented a
warehouse from & % BB B {3 B BR A 7], of which Ms Hsieh
Ming Chiu and Mr. Chang Eu Ei and their children jointly own
90.9% equity interest, at nil consideration (2006: Nil).

]
&

HH

35. A&

(a)

B RME

ZLHE=A=+-HLEE

)P

R
RBE=-ZTZTLF=A=+—H
IHFEE AEEERT—RES
#1 B ¥k 22 £ K Linfair Technology
Limited ([ Linfair Technologyl) &

#15,696,9798 T (ZTTREF :
28,135,088 7T) @AM K L R
mE - EMEATHRESR
Linfair Technology 90% ¥ 10%#2
= NBEZSTLEF=RA=+
—BIEEE  BABRZERS®
% /2,805,754 L (ZEE R
% : 8,500,000 7L) - —TEL
FNA - # &L & Linfair
Technologyﬂ E’fﬁ’g.ﬁ’\@i
—TTHF TERERZE
%‘ti:ﬂ:ﬂ‘*ﬁﬁi@f:f
MEFERBEETMAAEEE
141220,0008 T2 B - FRE
ABRE—EBIAEENE#
ifZE—m1§§ﬁi$(_ggﬁ
FENER450E
FENRE725E
F i?’ruzz%ﬁwﬁ)mu@
ZENE)HE - FAERNRE
—HERAEEERBAFE 2 &

BEERAN(ZETAF : X
B450E  ZTTRNF  FHE
R7.25E  RZETLE : £F|
327%6 528) B EZ FHE) 5

CAREBEREERAREZEN

Hiﬁ%@%ﬁ ©

REBEZE-ZTTLF=A=

LHEE  AEEREXKER] Tn
ERRAZEB(ZZET R F: &
B)ERER  #PMLL ®RE
FREERBEFRAREBRK
BB R AR 90.9% #

o

>

iy
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007
35. RELATED PARTY TRANSACTIONS (continued)

(c) During the year, LEH has provided engineering systems
contracting services amounted to about HK$730,000 to
Hapworld SDL Ltd. (“Hapworld”), a company incorporated in
Hong Kong. A sister of Mr. Chang Ei Eu is a director of and
holds about 20% interest in Hapworld.

(d) Compensation of key management personnel
The remuneration of directors and other members of key

management during the year was as follows:

Short-term benefits SRR
Post-employment benefits ER& A

The remuneration of directors and key executives is determined by
the remuneration committee having regard to the performance of

individuals and market trends.
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35. BEXS (&)
(c) WEEA  LEHA—KEBKIL
# 2 & Hapworld SDL Ltd.
([Hapworld]) Rt TI2 Z R F &
FR% & $£49730,0008 T ° REF
S E BRI Y HapworldZ — R &
=% - % A Hapworld#)20%# & ©

(d) ETZEEBEABZHH
REERN EERHEMEEERE

ABZEHEMBET
2007 2006
—EEtE —EERF
HK$’000 HK$’000
FET THT
2,520 1,573
24 24
2,544 1,597

EERHMIZERASZHEMAH
MEZBeREENRANTSEEE

FE o



LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007
36. POST BALANCE SHEET EVENTS

Subsequent to the balance sheet date:

(i)

(i)

On 27th April, 2007, the over-allotment option granted by the
Company to Quam Securities Company Limited (the “Placing
Agent”) pursuant to the placing agreement signed on 6th
February, 2007 was exercised in full. Accordingly, 30 million
new shares at the placing price of HK$1.05 per placing shares
have been placed by the Placing Agent under the placing as
stated in note 27(e) to professional, institutional and/or private
investors, all of whom are independent of and not connected
with the directors, chief executive or substantial shareholders
of the Company and of its subsidiaries or any associates of
them.

On 18th June, 2007, the Company, Polestar Assets Limited
(the “Vendor”) and the Placing Agent entered into the placing
agreement (the “Placing Agreement”) and the Vendor and the
Company entered into the conditional agreement in relation
to the subscription for the new shares up to 50 million (the
“Subscription Agreement”). Pursuant to the Placing Agreement,
the Placing Agent has agreed to procure, on a best effort basis,
purchase for up to 50 million existing ordinary shares of par
value HK$0.10 each in the capital of the Company (“Tranche
1 Placing Shares”) held by the Vendor (with unlisted
transferable warrants to be constituted by an instrument by
way of deed poll to be executed by the Company and to be
issued in units of HK$3.30 each entitling holders to subscribe
for fully paid shares at the initial exercise price of HK$3.30
per share (subject to adjustment) (“Warrants”), if applicable).
Subject to the fulfillment or waiver (as applicable) of the
conditions precedent for placing of up to 100 million new
shares issuable by the Company (“Tranche 2 Placing”) (with
Warrants) pursuant to the Placing Agreement, Warrants will
then be issued to the placees to whom the Tranche 1 Placing
Shares have successfully been placed. Accordingly, the
placement of the Tranche 1 Placing Shares may or may not be
accompanied by Warrants issuable to the placees subsequent

to the completion of the Tranche 1 Placing.

. nl:l

B RME

ZLHE=A=+-HLEE

EH%&EE

NEER% :

(i)

(ii)

ARAREZZTZTLFE=ZAH
BINEEREMRNESZRE
HBRAR (EREERE]) IET
CREREREELER-_ZTLF
MAZ+tHEZEIE - &
b EERERBEESENE
f% 1.05 7% 7T B & 8 430,000,000
BT (anHaE27(e)FTEk) &
¥ BBR/IAAREE  F&
EF2HBYEBINANRAKEME
MMBARIZESE ZERITHA
ERTERFAHFSHEMAL
ZERBEAL  BESHHEE
&

R-ZETLFERATNE AR
A » Polestar Assets Limited ([ &
A1) REERE YRS B
([BEEHmZE]) EAMEKXRAF
VARG ERERS  RER
%50,000,000/% #7 A% 7 ([ 32 & 193

#]) BRI EWZE  KERE
RERENMAELREETR

BHENREZ&%50,000,000
% & B EE0.105 T 2 A D 8 jR
B (IE—#EERR]) (LE K
N/NGIF AV o w3 Bd
NI AT R3.30B TR E
BT 2 £ a8 R RBARAE
FBTERAAEN  AEZEY
STEEER3.308 T (7] 75
B)RBRERNM) ([REKRE
Bl FARAERERZ
100,000,0008% 37 8% {7 (5 = #t B2
ERMm]) (BRARBRER) -
ERSERE (WER) % - BB’
EEERBETTEXNDNERE
E—HEERNDZARA ° &
Bt BIBE—HRERODETK
FHEBEEZE  UEGXET
SREBITRARESE -
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2007

36. POST BALANCE SHEET EVENTS (continued)

(i)

(iii)

(continued)
On 22nd August, 2007, the subscription of 50 million shares
by the Vendor pursuant to the Subscription Agreement at

HK$2.0 per share was completed.

On 28th September, 2007, the Company and the Placing Agent
agreed in writing to extend the long stop date for the Tranche
2 Placing to 31st December, 2007. All other provisions of the

Placing Agreement have remained unchanged.

On 31st December, 2007 the Company and the Placing Agent
agreed in writing further extend the long stop date for the
Tranche 2 Placing to 31st March, 2008. All other provisions

of the Placing Agreement have remained unchanged.

On 7th December, 2007, the Company and Citywin Pacific
Limited (“Citywin”) entered into an agreement in relation to
the acquisition of the entire equity interest in Qingdao
Yongxinhui Mining Company Limited (“Acquisition
Agreement”). Also, the Company entered into an agreement
for the provision of services in relation to the mining business
by Citywin to the Company. The aggregrate consideration for
the acquisition is HK$130 million, which was satisfied by the
Company as a) a deposit of HK$10 million in cash had been
paid to Citywin upon signing of the Acquisition Agreement; b)
a further installment of HK$20 million in cash shall be payable
to Citywin upon completion of the acquisition; and ¢) HK$100
million shall be satisfied by the issue of the convertible bond
to Citywin (or such other person as it may direct in writing)
upon completion. On 25th February, 2008, the Acquisition
Agreement (including the issue of the convertible bonds and
conversion shares) and the Service Agreement (including the
issue of the Subscription shares) were duly passed by the

shareholders by way of poll.
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(ii)

(iii)

EZZLFZAZ+-HLEEFE

A&EHE (&)

(&)
REEBEERZZZLFENAZ
T-BRK - EARBERERS
VA% % 2.07% 7T 3R #550,000,000/%
D o

ARREREREBEER 2T+
FAAZTNBUREASTARE
FE _HEELKRRTKRHT
E-ETLF+-A=+—H-
REHEMAEMERERD

= °

ARRBERERER_ZTTLF
TZA=+—BUEBEARB

BB _HEEZRETHKA
HE—SPERE-_FTZN\F=A
=t—H EEHIEIMAEM

ERERE o
E/\\:i t¢+_ﬂta’$/\
& & Citywin ([ Citywin]) uT_LTg,?J
BB ESKBEREARAD

-E‘E

il

Mt ([ °$
Al IR Citywina] 3 ik 75 1
EECltywmﬁ$ B2 it 52 B AR A
REBEBE RS - WEHZ
#R(B5130,000,000/8 7T ° (a)&
£ 51£10,000,000/8 7T B &£ E R
EhEREREARANUREX
I F Citywin : (b)KBEREH -
20,000,000 T 2 588 1§ 7 72 A%
s B 5 AR & (A Citywin X 5 5 (c)
100,000,000 7T 2 5% 38 Al LA °T 45
BiE %“ﬁCltywm(_jZ/\EETaT\
ZHMAT) XM  c RZZEENEF
—A=+HH 'Hﬂzﬁ%%’f (B3EE
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LINFAIR HOLDINGS LIMITED

FINANCIAL SUMMARY

For the year ended 31st March, 2007

RESULTS

Turnover

(Loss) profit before tax

Income tax

(Loss) profit for the year

(Loss) earnings per share

- basic

- diluted

ASSETS AND LIABILITIES
Total assets
Total liabilities

Shareholders” funds

i
A

FE (BR) &

Bk (BR) &7
&R

-E7

EERAR
aafB

] =

BE-ZZ+LF=ZA=+—-HLEE

2007 2006 2005 2004 2003
—EELE T RE “ZTRF —ZINF ZZT=F
HK$’000 HK$’000 HK$’'000 HK$'000 HK$’'000
TET FTEL TET TAET TET
(restated)
(E31)
297,802 209,922 810,861 640,194 360,235
(82,829) (19,536) 45,457 38,757 24,521
(381) 67 (3,000) (4,600) (3,800)
(83,210) (19,469) 42 457 34,157 20,721

(27.413) cents 1l

(6.808) cents 1l

18.870 cents il 15.180 cents {ll

9.209 cents fll

= - 18.868 cents N/A T B N/A i B
As at 31st March,
R=A=+-H
2007 2006 2005 2004 2003
g3 o3 “RTRF —TTRF —TEmE —T%=
HK$/000 HK$'000 HK$'000 HK$'000 HK$/000
T TET AT AT AL
(restated)
(E5)
160,845 263,777 289,871 274,461 154,320
(117,410) (178,703) (230,474) (248,836) (142,832)
43,435 85,074 59,397 25,625 11,488
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LINFAIR HOLDINGS LIMITED

FINANCIAL SUMMARY

For the year ended 31st March, 2007

Notes:

MEHBE

BE-ZZtF=ZA=Z+-HLEE

fif

The Company was incorporated on 8th October, 2002 in the Cayman Islands
and became the holding company of the Group with effect from 18th May,
2005 upon completion of the Reorganisation as set out in the Company’s
prospectus dated 27th May, 2005.

The results of the Group for the five years ended 31st March, 2007 and the
balance sheets of the Group as at 31st March, 2003, 2004, 2005, 2006 and
2007 have been prepared using the principles of merger accounting. The
financial summary for 2002, 2003 and 2004 are extracted from the
Company’s prospectus dated 27th May, 2005.

The above financial summary prior to 2005 has not been adjusted to take
into account the effect on adoption of Hong Kong Financial Reporting

Standards as the Directors consider that it is not practicable to do so.
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