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COMPANY’S BACKGROUND
The Company was incorporated in the Cayman Islands on
8th October, 2002 as an exempted company with limited

liability under the Companies Law of the Cayman Islands.

The Company is incorporated for the purpose of acting as an
investment holding company. Pursuant to a group
reorganisation (the “Reorganisation”) to rationalise the
structure of the Company and its subsidiaries (hereinafter
collectively referred to as the “Group”) as described more
fully in note 10, the Company became the holding company
of Excellent Overseas Limited (“Excellent Overseas”) and its
subsidiaries on 18th May, 2005. The shares of the Company
were subsequently listed on the Main Board of the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) with
effect from 10th June, 2005.

POTENTIAL IMPACTS ARISING FROM THE
RECENTLY ISSUED ACCOUNTING STANDARDS
In 2004, the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) issued a number of new or revised
Hong Kong Accounting Standards and Hong Kong Financial
Reporting Standards (“HKFRSs”) (herein collectively referred
to as “new HKFRSs”) which are effective for accounting
periods beginning on or after 1st January, 2005. The Company
has not early adopted these new HKFRSs in the financial

statements for the year ended 31st March, 2005.

The Company is assessing the potential impacts of these new
HKFRSs on its accounting policies and related financial
impacts. Based on its assessment to date, the Company has
identified certain HKFRSs which may have possible impacts

on the Company’s accounting policies as follows:
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POTENTIAL IMPACTS ARISING FROM THE
RECENTLY ISSUED ACCOUNTING STANDARDS
(continued)

HKFRS2 in respect of share-based payments — “Share-based
Payment” requires a fair value based method for accounting
for share-based compensation plans which takes into account
vesting conditions related to market performance. Under this
method, compensation cost is measured at date of granted
based on the value of the award and is recognised over the
service period, which is usually the vesting period. The
Company is required to recognise compensation cost in
respect of the share option granted after 7th November, 2002
and had not yet vested at the accounting period beginning on
or after Tst January, 2005. This HKFRS2 will become effective
and will be adopted by the Company during the financial
year ending 31st March, 2006.

The Company will continue to review and will account for
the full impact of the new HKFRSs on the Company’s financial
statements for the year ending 31st March, 2006.

SIGNIFICANT ACCOUNTING POLICY

The financial information have been prepared under the
historical cost convention and in accordance with accounting
principles generally accepted in Hong Kong including
applicable HKFRSs issued by the HKICPA. The principal

accounting policy adopted is set out below:

Taxation
Taxation 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 net profit as reported in the
income statement because it excludes items of income or
expense that are taxable or deductible in other years and it
further excludes income statement items that are never taxable
or deductible.
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SIGNIFICANT ACCOUNTING POLICY (continued) 3. IFEETWHER®@®
Taxation (continued) B8 (&)
Deferred tax is the tax expected to be payable or recoverable BERBNEREHRRTPEERA
on differences between the carrying amounts of assets and & &9 bR T (B B2 5T 5 B AR D& M B PR
liabilities in the financial statements and the corresponding KAMMEEREZHANZEZESR - B
tax bases used in the computation of taxable profit, and is AR AT R B R IR - WERA
accounted for using the balance sheet liability method. BEBRBRBEZAR - BREHE
Deferred tax liabilities are generally recognised for all taxable AERERMARRVNEREZH
temporary differences, and deferred tax assets are recognised R METHRBEEREARKR
to the extent that it is probable that taxable profits will be Al GG REARDE A M X A& A
available against which deductible temporary differences can ENRERER - MIZEEEZHER
be utilised. Such assets and liabilities are not recognised if BERE(REARE)  IRETTE
the temporary difference arises from the initial recognition of RERGH RO P HEME E
other assets and liabilities in a transaction that affects neither FEEMERER (REKAH
the taxable profit nor the accounting profit. oy BIZEEENRBGBT THER -
The carrying amount of deferred tax assets is reviewed at EEHBEENRAEENSEE
each balance sheet date and reduced to the extent that it is RETERRIMN  BEEREKAT
no longer probable that sufficient taxable profits will be RERHANERMENCEREE
available to allow all or part of the asset to be recovered. FIAZ P BB 0 B Yy
Deferred tax is calculated at the tax rates that are expected to BERERNEBEEEREREE
apply in the period when the liability is settled or the asset is HIF R AR RGE - ELEH
realised. Deferred tax is charged or credited in the income BERBEZRAMBRIAR - MR
statement, except when it relates to items charged or credited EHREEFEEME ST ARKTIE
directly to equity, in which case the deferred tax is also dealt BARRER - RIZBEERIBINARA
with in equity. BRI -
LOSS FROM OPERATIONS 4. KeEB
2005 2004
—Z2TIHF It 3 Juik:S
HK$’000 HK$'000
TER TAET
Loss from operations is REBEBEDHK -
arrived at after charging:
Auditors’ remuneration R RN & - -
Directors’ remuneration ExWe - -

The auditors’ remuneration is borne by a related company in
which Mr. Chang Ei Eu (“Mr. Chang”) and Ms. Hsieh Ming
Chiu (“Ms. Hsieh”), Directors and shareholders, have

beneficial interests.
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5.  FINANCE COSTS 5. BERK
2005 2004
—EERE —ZEEME
HK$’000 HK$’000
FHET FET
Bank charges RITER - 1
TAXATION 6. MWIE

No provision for Hong Kong Profits Tax has been made in the
financial statements as the Company incurred a tax loss for

the both years.

Taxation for the year can be reconciled to the loss before

taxation as follows:

ARAR AR M EEEARDRER
BER RUBRPBERRF AR
BREMEHER

7R 4F 5 750 78 A £ BR 7 AU S 18 Y dH 10
T

2005 2004

—EZETHF e a3

HK$’000 HK$’000

FET FHEIT

Loss before taxation BT A& B (27) (62)

Tax at the domestic income tax rate

BEWAEHREGAENTIA

(5) (11)

Tax effect of expenses not AR B F X 8
deductible for tax purpose MEFE 5 11
Taxation for the year RE R KA - =

AMOUNT DUE TO A RELATED COMPANY
The amount is due to a company in which the directors of
the Company have beneficial interests. The amount is

unsecured, interest-free and has no fixed repayment term.
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8.  SHARE CAPITAL [N
2005 & 2004
“EFHEER
—EENE
HK$'000
FET
Authorised: ERE
3,500,000 ordinary shares of HK$0.10 each 3,500,000 A% & A% E{E0.107%8 7T H) & 3 X 350
Issued and fully paid: BEITRAR :
1 ordinary share of HK$0.10 each 1R EFREEO.107 T ) T f IR 1
9.  SHARE OPTION SCHEME BRETE

A pre-IPO share option scheme (the “Pre-IPO Share Option
Scheme”) was approved and adopted by the Company on
30th March, 2005. The purpose of the Pre-IPO Share Option
Scheme is to provide incentives and rewards to eligible
participants who have contributed to the success of the

Group’s operations.

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
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 days 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 shares granted under the Pre-

IPO Share Option Scheme to any grantee or connected person.
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9. SHARE OPTION SCHEME (continued)
On 30th March, 2005, 15,000,000 pre-IPO share options were
granted under the Pre-IPO Share Option Scheme to a Director

and employees of the Group for an aggregate consideration

of HK$47. No charge was recognised in the income statement

in respect of the value of pre-IPO share options granted.

At 31st March, 2005, all pre-IPO share options granted under
the Pre-IPO Share Option Scheme remained outstanding.

The following table discloses details of the Company’s pre-

IPO share options granted to a Director and employees under
the Pre-IPO Share Option Scheme.

LINFAIR HOLDINGS LIMITED
B R B R & R 2 #

BRESE B
—TTREZA=+H  BEREEX
RABENERET SR TAEE—
ZEZRZAEB15,000,000 &K
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Toe IR EAAREERBREN
BEYEEBZRTHIAER -

A

ZHF=ZA=1t—08 " RE
PSSR BB 2R M
VNG S=FIE-3 ¢ JFh]

n=
BIR

GiE:)

lﬂht A

e

TRAJRBEERAREEHERK
B ERT— %ﬁ%&y%ﬁém
ARBERARAEEABIRE -

Number of pre-IPO
share options
granted during

Exercise the year and
Date of grant Exercisable period price at 31.3.2005
RARFEREK
R-Z2LHF
=A=1+—H
BRDHBER
REHEH ATES TREE BREHE
HK$
BT
Director
B
30th March, 2005 11th December, 2005 to
30th March, 2010
—EERF=HA=TH —EERF+-RAt+—HZE
—T-TF=A=+H 0.65 1,720,000
Employees
=]
30th March, 2005 11th December, 2005 to
30th March, 2010
—EERF=H="1H “ZERETZAT—HZE
—E-ZEF=H=+H

0.65 13,280,000

15,000,000
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POST BALANCE SHEET EVENTS

Pursuant to the Reorganisation to rationalise the structure of
the Group in preparation for the listing of the Company’s
shares on the Stock Exchange, the Company issued shares in
exchange for the entire issued share capital of Excellent
Overseas which thereby became an intermediate holding
company of the Group on 18th May, 2005. Excellent Overseas
is an investment holding company incorporated in the British
Virgin Islands with limited liability on 18th July, 2001 and
was, prior to completion of the Reorganisation, owned by
Mr. Chang and Ms. Hsieh.

On 18th May, 2005, the authorised share capital of the
Company was increased from HK$350,000 divided into
3,500,000 shares to HK$100,000,000 divided into
1,000,000,000 shares by the creation of an additional
996,500,000 shares of HK$0.10 each.

Also on 18th May, 2005, an aggregate of 149,999,999 shares
were issued and allotted to Polestar Assets Limited (“Polestar”),
at the direction of Mr. Chang and 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.

Details of the above issues of shares are set out in the
prospectus dated 27th May, 2005 issued by the Company.
The shares of the Company have been listed on the Stock
Exchange with effect from 10th June, 2005.
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