LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

1.

GENERAL INFORMATION AND GROUP
REORGANISATION

General information

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. Its ultimate
holding company is Polestar Assets Limited (“Polestar”), a
company incorporated in the British Virgin Islands. The addresses
of the registered office and principal place of business of the
Company are disclosed in the section headed “Corporate
Information” to the annual report.

The consolidated financial statements are presented in Hong Kong
dollars, the functional currency of the Company.

The principal activity of the Company is investment holding and
the principal activities of its subsidiaries are set out in note 34 to
the consolidated financial statements.

Reorganisation

Pursuant to a reorganisation (the “Reorganisation”) to rationalise
the structure of the Group in preparation for the listing of the
Company’s shares on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”), the Company became
the holding company of the Group on 18th May, 2005 by issuing
shares in exchange for the entire issued share capital of Excellent
Overseas Limited (“Excellent Overseas”). Details of the
Reorganisation are set out in the Prospectus of the Company
dated 27th May, 2005.

The shares of the Company have been listed on the Main Board
of the Stock Exchange since 10th June, 2005.

The Group resulting from the Reorganisation is regarded as a
continuing entity. Accordingly, the consolidated financial
statements for the year ended 31st March, 2005 have been
prepared using the principles of merger accounting. The
consolidated income statement, consolidated cash flow statement
and consolidated statement of changes in equity have been
prepared as if the group structure had been in existence
throughout the year ended 31st March, 2005. The consolidated
balance sheet had been prepared to present the assets and
liabilities of the Group as if the group structure had been in
existence as at 31 March, 2005.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

2.

APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES

In the current year, the Group has applied, for the first time, a
number of new Hong Kong Financial Reporting Standards
(“HKFRS”s), Hong Kong Accounting Standards (“HKAS”) and
Interpretations (“Ints”) (hereinafter collectively referred to as “New
HKFRSs”), issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) that are effective for accounting
periods beginning on or after 1st January, 2005. The application
of the New HKFRSs has resulted in a change in the presentation
of the consolidated income statement, consolidated balance sheet
and the consolidated statement of changes in equity. The changes
in presentation have been applied retrospectively. The adoption
of the New HKFRSs has resulted in changes to the Group’s
accounting policies in the following areas that have an effect on
how the results for the current and/or prior accounting years are

prepared and presented.

Share-based Payment

In the current year, the Group has applied HKFRS 2 “Share-
based Payment” which requires an expense to be recognised
where the Group buys goods or obtains services in exchange for
shares or rights over shares (“equity-settled transactions”) or in
exchange for other assets equivalent in value to a given number
of shares or rights over shares (“cash-settled transactions”). The
principal impact of HKFRS 2 on the Group is in relation to the
expensing of the fair value of directors’ and employees’ share
options of the Company determined at the date of grant of the
share options over the vesting period. Prior to the application of
HKFRS 2, the Group did not recognise the financial effect of

these share options until they were exercised.

Following the adoption of HKFRS 2, the fair values of share
options granted to directors and employees are determined at the
date of grant and are amortised over the relevant vesting periods

to the consolidated income statement.

The adoption of HKFRS 2 had no significant impact on the results
and financial position for the current and prior accounting periods.

No prior period adjustments were required.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

2.

APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (continued)

The Effects of Changes in Foreign Exchange Rates

In previous years, the reporting currency of the major subsidiaries
of the Company are Hong Kong dollars. Transactions denominated
in currencies other than Hong Kong dollars are initially recorded
at the rates of exchange prevailing on the dates of the transactions.
Monetary assets and liabilities denominated in currencies other
than Hong Kong dollars are re-translated at the rates prevailing
on the balance sheet date to Hong Kong dollars. Profits and
losses arising on exchange are included in net profit or loss for
the year.

In the current year, the Group has applied HKAS 21 “The Effects
of Changes in Foreign Exchange Rates” which requires 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 exchanges prevailing
on the dates of the transactions. For the two major subsidiaries,

the functional currency is considered as Euro.

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 year,
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 year in which the foreign operation is disposed of.
This change in accounting policy has been applied retrospectively.

See note 2A for the financial impact.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

2.

APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (continued)

Financial Instruments

In the current year, the Group has applied HKAS 32 “Financial
Instruments: Disclosure and Presentation” and HKAS 39 “Financial
Instruments: Recognition and Measurement”. HKAS 32 requires
retrospective application. HKAS 39, which is effective for annual
of period beginning on or after 1st January, 2005, generally does
not permit to recognition, derecognition or measure of financial
assets and liabilities on a retrospective basis. The application of
HKAS 32 has had no material impact on how financial instruments
of the Group are presented for the current and prior accounting
years. The principal effects resulting from the implementation of

HKAS 39 are summarised below:

Classification and measurement of financial assets and financial
liabilities

The Group has applied the relevant transitional provisions in
HKAS 39 with respect to the classification and measurement of
financial assets and financial liabilities that are within the scope
of HKAS 39.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

2.

APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (continued)

Financial Instruments (continued)

Financial assets and financial liabilities other than debt and equity
securities

From 1st April, 2005 onwards, the Group classifies and measures
its financial assets and financial liabilities in accordance with
the requirements of HKAS 39. Financial assets under HKAS 39
are classified as “financial assets at fair value through profit or

nou

loss”, “available-for-sale financial assets”, “loans and receivables”
or “held-to-maturity financial assets”. Financial liabilities are
generally classified as “financial liabilities at fair value through
profit or loss (other financial liabilities)”. “Other financial
liabilities” are carried at amortised cost using the effective interest
method. The application of HKAS 39 has had no material effect
on the presentation of financial instruments in the Group’s

consolidated financial statements.

Owner-occupied Leasehold Interest in Land
In previous years, owner-occupied leasehold land and buildings
were included in property, plant and equipment and measured

using the cost model.

In current year, the Group has applied HKAS 17 “Leases”. Under
HKAS 17, the land and buildings elements of a lease of land and
buildings are considered separately for the purposes of lease
classification, unless the lease payments cannot be allocated
reliably between the land and buildings elements, in which case,
the entire lease is generally treated as a finance lease. To the
extent that the allocation of the lease payments between the land
and buildings elements can be made reliably, the leasehold
interests in land are reclassified to prepaid lease payments under
operating leases, which are carried at cost and amortised over
the lease term on a straight-line basis. This change in accounting
policy has been applied retrospectively. See note 2A for the

financial impact.
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LINFAIR HOLDINGS LIMITED B E B R B R 4 F

NOTES TO THE CONSOLIDATED REeMBEHRERME
FINANCIAL STATEMENTS
For the year ended 31st March, 2006 HE_ZZAFE=ZA=+-HLFE
2. APPLICATION OF NEW HONG KONG FINANCIAL 2. ERHIEBEUMBHREED
REPORTING STANDARDS/CHANGES IN SETRRER (#)
ACCOUNTING POLICIES (continued)
The cummulative effects of the application of the New HKFRSs ERHFEBMBRERNN_ZZ
on 31st March, 2005 are summarised below: FE=RA=+—RZR: &/
(I
2A.  Summary of the Effects of the Changes in Accounting 2A.  ENBXEDFERE
Policies
(a)  Effects on the results for the current and prior years @ HAFERNEF
are summarised below: BEXEZXERRE
mE
2006 2005
—EERE —ZEERF
HK$’000 HK$’000
TET FTAT
Increase in depreciation wELM 28 (28)
Release of prepaid RRENEE
lease payments ;I (15) 15
Increase in exchange losses P& 5 518 2 0 5,668 =
Decrease in exchange gains B 5, Uk 25 R > - (8,125)
Increase in loss (decrease in REEBELM
profit) for the year O AR ) 5,681 (8,138)
Analysis by items presented according to their REEE 2B /M
function: B 2 DHT
2006 2005
—EERE —ZEERF
HK$’000 HK$'000
TART THET
Increase in 1TERE AL
administrative expenses 13,831 (3,301)
Decrease in other income H W AR - (4,837)
Increase in other income H b g A 22 0 (8,150) -
Increase in loss (decrease REEBEEM
in profit) for the year O MR ) 5,681 (8,138)
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LINFAIR HOLDINGS LIMITED B X B R B R o 7

NOTES TO THE CONSOLIDATED REMBHETMWE
FINANCIAL STATEMENTS
For the year ended 31st March, 2006 HE-ZZAF=ZA=+-HLEE
2. APPLICATION OF NEW HONG KONG FINANCIAL 2. ERHIEEUMBEHREED
REPORTING STANDARDS/CHANGES IN SRBRER (&)
ACCOUNTING POLICIES (continued)
2A.  Summary of the Effects of the Changes in Accouting 2A.  ENBXREDITERE
Polices (continued) (&)
(b) Effects on the balance sheet as at 31st March, 2005 (b) H_FFRFE=H=
is summarised below: T-RZEERER
TEGEWT
As at Effect of Effect of As at
31st March, 2005 HKAS 17 HKAS 21 31st March, 2005
R-BEEE  EEeHEN  EEeNEN  WoETEE
=A=t-H ETHheyE ENHeTE =A=t-H
(Originally stated) (Restated)
(REZ50) (E5I)
HK$’000 HK$'000 HK$’000 HK$'000
TAT THT TET FET
Total effect on assets HEE A E
Property, plant and equipment 9% * BB R& 4,383 (864) - 3,519
Prepaid lease payments BNEENK
- non-current portion —JENE {7 = 840 - 840
- current portion — &7 - 20 - 20
4,383 (4) - 4,379
Total effect on equity HER AYE
Exchange reserve R E (839) = 4,934 4,095
Retained profits R E R H 60,230 (4) (4,934) 55,292
59,391 (4) = 59,387
(c) Effects on the balance sheet as at 1st April, 2004 (0) H—TE Ei@ﬂ—
is summarised below: BZBEERER
EHENT
As Effect of Effect of As
originally stated HKAS 17 HKAS 21 restated
CETEET 3 FEL
RE25] E1THEE ENHEE (E350)
HK$’000 HK$’000 HK$’000 HK$’000
THL THT TET TAT
Exchange reserve & 5 i (20) - (3,191) (3,211)
Retained profits R A 25,635 9 3,191 28,835
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 31st March, 2006

2. APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (continued)

The Group has not early applied the following new standards,
amendments and interpretations that have been issued but are
not yet effective. The Directors of the Company anticipate that
the application of these standards, amendments or interpretations
will have no material impact on the results and financial positions
of the Group.

HKAS 1 (Amendment)
HKAS 19 (Amendment)
HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 and HKFRS 4

(Amendments)
HKFRS 6
HKFRS 7
HK(IFRIC) - Int 4
HK(IFRIC) - Int 5
HK(IFRIC) - Int 6
HK(IFRIC) — Int 7
HK(IFRIC) - Int 8
HK(FRIC) - Int 9

Capital Disclosures'

Actuarial Gains and Losses, Group
Plans and Disclosures?

Net investment in a foreign
operation?

Cash Flow Hedge Accounting of
Forecast Intragroup Transactions?

The Fair Value Option?

Financial Guarantee Contracts?

Exploration for and Evaluation of
Mineral Resources?
Financial Instruments: Disclosures?

Determining whether an
Arrangement contains a Lease?
Right to Interests Arising from
Decommissioning, Restoration
and Environmental Rehabilitation

Funds?

Liabilities Arising from Participating
in a Specific market — Waste
Electrical and Electronic
Equipment®

Applying the restatement approach
under HKAS 29 Financial
Reporting in Hyperinflationary
Economies*

Scope of HKFRS 2°

Reassessment of Embedded
Derivatives®

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

2 Effective for annual periods beginning on or after 1st January, 2006.

° Effective for annual periods beginning on or after 1st December, 2005.

+ Effective for annual periods beginning on or after 1st March, 2006.

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

¢ 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, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been prepared on the
historical cost basis except for financial instruments which are

initially measured at fair value.

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 and by the Hong Kong Companies Ordinance.

The principal accounting policies adopted are as follows:

Basis of consolidation
The consolidated financial statements incorporate the financial

statements of the Company and its subsidiaries.

The Group resulting from the Reorganisation referred to in note 1

above is regarded as a continuity entity.

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 and balances within the Group have

been eliminated on consolidation.
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LINFAIR HOLDINGS LIMITED B KX B R B R o 7

NOTES TO THE CONSOLIDATED Fa MG, xRN

FINANCIAL STATEMENTS

For the year ended 31st March, 2006 HE_ZZAFE=ZA=+-HLFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. ZEEEHEX®@
Revenue recognition L ON A
Revenue is measured at the fair value of consideration received WARE W ERAE 2 2 FER
or receivable. E -
Project revenue from theme park show and intelligent traffic TRLERBEZARLEERBER
management systems contracting services is recognised when the Z 2 E B WA AE H9 AT SE 40 ik 5T
outcome of the contract can be estimated reliably and the stage ARNER  URRNEEBEHA
of completion at the balance sheet date can be measured reliably. SHEBTTEERER - HA K
Project revenue is recognised on the percentage of completion AZREZE BN RIEEEHERK
method, measured by reference to the percentage of cost incurred AWBEDE  WEIBDHERE
to date to the estimated total cost. When the outcome of a contract R WMARRAIEEFEONE
cannot be estimated reliably, revenue is recognised only to the R RERIATEUKENEELS
extent of contract costs incurred that it is probable will be KA BIBA °

recoverable.

Revenue from provision of other engineering systems contracting REHEMTIERZRABRBHRA
services is recognised when the buyer accepts delivery, and REFEXINURRERBE T
installation and inspection are completed. X B HERR

Others At

Sale of goods are recognised when goods are delivered and title EmHEREMR N R EEEE
has passed. R HERR ©

Commission, handling and service income is recognised when Be  FEERRBUANRER
services are provided. B R o

Consultancy income in recognised when services are rendered. BERERARRZHRBEERER -
Interest income from a financial asset is accrued on a time basis, EREEZMBEBRATIZ2RAEER
by reference to the principal outstanding and at the effective AeMERZBERNEREEELE
interest rate applicable, which is the rate that exactly discounts it - FANZAReREENTR
the estimated future cash receipts through the expected life of AT H A B 5T R ORI & W et AR B
the financial asset to that asset’s net carrying amount. MR REERDFENLE -
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment

Property, plant and equipment are stated at cost less subsequent
accumulated depreciation and amortisation and accumulated

impairment losses.

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%

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.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
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.

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 control
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 contracts
costs will exceed project revenue, the expected loss is recognised

as an expense immediately.

Where contract costs incurred to date plus recognised profit 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 debtors and bills

receivables.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

3.

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 lessees. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in the
consolidated income statement on a straight-line basis over the
term of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised as an expense
on a straight-line basis over the lease term.

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.

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.

Financial assets

The Group’s financial assets are classified into either loans and
receivables or 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.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Loans and trade 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 debotrs and
bills receivables, other debtors, 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.

Available-for-sale investments

Available-for-sale investments are non-derivatives that are either
designated or not classified as financial assets at fair value through
profit or loss, loans and receivables or held-to-maturity
investments. At each balance sheet date subsequent to initial
recognition, available-for-sale investments are measured at fair
value. Changes in fair value are recognised in equity, until the
investments are 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 investments are
recognised in profit or loss. Impairment losses on available-for-
sale investments will not reverse in profit or loss in subsequent

periods.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

=& M 35 8 &M

For the year ended 31st March, 2006

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
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 is 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 accounting policies adopted in respect of financial

liabilities and equity instruments are set out below.

Financial liabilities

Financial liabilities other than financial liabilities at fair value
through profit or loss, including trade creditors and bills payable,
other creditors and bank borrowings, are subsequently measured

at amortised cost, using the effective interest method.

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 the
cumulative gain or loss that had been recognised directly in equity

is recognised in profit or loss.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Derecognition (continued)

For financial liabilities, they are removed from the Group’s
balance sheet (i.e. 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 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 as they fall due.

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 exchanges
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, 2006

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

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 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 income statement 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 the tax expected to be payable or recoverable on
differences between the carrying amounts of assets and liabilities
in the consolidated financial statements and the corresponding
tax bases 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 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 is
realised. Deferred tax is charged or credited in the consolidated
income statement, except when it relates to items charged or
credited directly to equity, in which case the deferred tax is also
dealt with in equity.

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.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

4.

KEY SOURCES OF ESTIMATION UNCERTAINTY

(continued)

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.

Allowances for bad and doubtful debts

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

Write-down of inventories

The management of the Group reviews an aging analysis at each
balance sheet date, and identify 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.

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.
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

4.

KEY SOURCES OF ESTIMATION UNCERTAINTY

(continued)

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.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES

The Group’s major financial instruments include trade debtors
and bills receivable, other debtors, pledged bank deposits, bank
balances and cash, trade creditors and bills payable, other
creditors and bank borrowings. The risks associated with these
financial instruments and the policies on how to mitigate these
risks are set out below:

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 cash flow interest rate risk relates to floating-rate
bank borrowings. The Group's fair value 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, 2006

5.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk

The Group’s principal financial assets are trade debtors and bills
receivable, other debtors and bank balances and cash. The
Group’s maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations at 31st March,
2006 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 debtors.
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 amount. 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.
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LINFAIR HOLDINGS LIMITED B X B R B R o 7

NOTES TO THE CONSOLIDATED e MR xRN

FINANCIAL STATEMENTS

For the year ended 31st March, 2006 BE_ZTAE=A=+-HLFE
6.  SEGMENT INFORMATION 6. 2WMEHR
Turnover EEX
Turnover represents revenue generated from provision of EXBREFARBIRRGARRK
consultancy and engineering systems contracting services and BERRGHEENRA - AREK
the amounts received and receivable for consumables and spare MEKREEEERRZHERR
parts sold, as after sales services incidental and ancillary to the B ZEEEEmkEREBER
engineering systems and consultancy services, during the year. AR 75 ) 2 TRUA | T 72 245 1 IR el
BEE -
Business segments ES TR
For management purposes, the Group is currently organised into RARER AEEBEAHRMIE
two operating divisions — provision of engineering systems LERF - ITRRGABRE M
contracting services and sale of consumables and spare parts. HFEmR T HES - REBIA
These divisions are the basis on which the Group reports its FmERFIREEZRE RS
primary segment information. HRE R
Segment information about these businesses is presented below: FRALSEBNDHBERDT -
For the year ended 31st March, 2006 BE-_EEAE-A=+—ALEE
Provision of
engineering
systems Sale of
contracting consumables
services* and spare parts Consolidated
RHIRE HERKR
AREABRE ERHEE o)
HK$’000 HK$’000 HK$’000
TER TER TET
Revenue ON
External sales SN & BB 163,445 46,477 209,922
Segment results DEEE 10,765 10,308 21,073
Unallocated corporate revenue N WNCIT N 9,643
Unallocated corporate expenses RABEREFRX (42,441)
Finance costs MEKA (533)
Loss before taxation BR ¢ A 5 18 (12,258)
Taxation I8 67
Loss for the year FEERE (12,191
6 Amount included revenue from a consultancy project of f B & —EE R T 4 A 6,000,000
HK$6,000,000. BT
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 31st March, 2006
6. SEGMENT INFORMATION (continued)

Business segments (continued)

At 31st March, 2006

Balance sheet
Assets
Segment assets

Unallocated corporate assets
Consolidated total assets
Liabilities

Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

H P
SR
= m
S
el

piny

i

3
op
\

)

TR
e
GRb

il

Provision of
engineering
systems

contracting

DEER (4
EBowW (&

Sale of

consumables

services and spare parts Consolidated
RftTR HEMK

ABRRBERK THHEE )

HK$’000 HK$’000 HK$’000

TERT FER TR

184,890 12,246 197,136

66,641

263,777

103,547 15,439 118,986

52,439

171,425
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

=& M 35 8 &M

For the year ended 31st March, 2006
6. SEGMENT INFORMATION (continued)

Business segments (continued)

Other information HtEH

Capital expenditure BARX

Depreciation e

Allowance for bad and RIERER
doubtful debts

Release of prepaid R IR T T
lease payments K FE
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Provision of
engineering
systems

contracting

HE-ZEAF=-ZA=+-HLEE

6. ZHEM &)
EBaW (&)

Sale of

consumables

services and spare parts Others Consolidated
R#IR HRERR

ZRABRY ZHHHE Hity w8

HK$’000 HK$'000 HK$’000 HK$’000

TERT FTERT TER TERT

19,130 - 1,184 20,314

3,209 = (55) 3,154

17,054 (561) = 16,493

20 - - 20



LINFAIR HOLDINGS LIMITED B E B R B R 4 F

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

=& M 35 8 &M

BE-ZTAF=-A=t-HLEE

6.  SEGMENT INFORMATION (continued) 6. DEHER @
Business segments (continued) %o (&)
For the year ended 31st March, 2005 BE_ZTRF=A=+—HILFE
Provision of
engineering
systems Sale of

contracting

consumables

services and spare parts Consolidated
REIRE HEMNM
ARG AERE EHHHEE o"E
(Restated)
(E51)
HK$’000 HK$’000 HK$’000
FTERT FTERT FTERT
Revenue [YON
External sales SMEEHE R 708,940 101,921 810,861
Segment results DEEE 56,044 22,626 78,670
Unallocated corporate revenue KOBERAKA 1,403
Unallocated corporate expenses AABRRAAIRXE (34,044)
Finance costs A A (572)
Profit before taxation B 7 A& Al 45,457
Taxation 1A (3,000)
Profit for the year FREAMN 42,457
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NOTES TO THE CONSOLIDATED REMTREME
FINANCIAL STATEMENTS
For the year ended 31st March, 2006 HE-ZZAF=ZA=+-HLEE
6.  SEGMENT INFORMATION (continued) 6. ZDEER @
Business segments (continued) XK (&)
At 31st March, 2005 R-_FFAF=A=+—H
Provision of
engineering
systems Sale of
contracting consumables
services and spare parts Consolidated
RETRE HFEm K
ARABRE ZEHHEE o)
(Restated)
(E5)
HK$’000 HK$’000 HK$’000
T T TERT
Balance sheet EEEEX
Assets §E
Segment assets DERE E 230,798 17,192 247,990
Unallocated corporate assets ROBAREE 41,881
Consolidated total assets RAEBERE 289,871
Liabilities =R
Segment liabilities DEEE 160,208 12,507 172,715
Unallocated corporate liabilities RAELEIGE 57,759
Consolidated total liabilities mERBHEE
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LINFAIR HOLDINGS LIMITED B E B R B R 4 F

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

contracting

consumables

For the year ended 31st March, 2006 BE-ZZEXRFZAZ+-HLFE
6.  SEGMENT INFORMATION (continued) 6. DEHER @
Business segments (continued) %o (&)
Provision of
engineering
systems Sale of

services and spare parts Others Consolidated
REITRE HFEmR
AERBRE ERHHEE Hits )
(Restated) (Restated)
(E5) (%)
HK$’000 HK$’000 HK$’000 HK$’000
THEx THET THx THET
Other information Hit & 8
Capital expenditure BARX - = 745 745
Depreciation e 807 - 546 1,353
Allowance for bad and RERE R
doubtful debts 7,156 3,740 - 10,896
Release of prepaid 2 B2 T8 A 20 = - 20
lease payments A FHIE
Geographical segments it & 7 &P

AEBENMEBIEURER T H
Hipipls - a8 REEST - MRE
BEM

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.
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LINFAIR HOLDINGS LIMITED B E B R B R 4 F

NOTES TO THE CONSOLIDATED REMBEREME
FINANCIAL STATEMENTS

For the year ended 31st March, 2006 HE-ZZREZA=1+—-HLEE

6.  SEGMENT INFORMATION (continued) 6. ZDEER @

Geographical segments (continued) WEDE (&)

(i) The following tables provides an analysis of the Group’s (i) TRRAAEERIDE T 52
sales by geographical market, irrespective of the origin SHHEEREI N (THER
of the goods/services: /IR R )

Sales revenue by Contribution to (loss)
geographical market profit before taxation
Rt BT 5 BRBLAT (B518)

EoMEERA i 7 & Rk
2006 2005 2006 2005
ZEEBARE —TZhE ZEEARE —ZETREF
(Restated)
(E7)
HK$’000 HK$’000 HK$’000 HK$’000
TET THET T TET

Hong Kong BB 34,161 75,069 (28,293) (22,687)

PRC 2l 98,259 427,863 5,654 39,666

Taiwan and Samoa BELEES 40,357 28,514 7,665 (1,853)

Southeast Asia R 33,407 271,403 1,277 28,863

Others Hit 3,738 8,012 1,439 1,468

209,922 810,861 (12,258) 45,457
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 31st March, 2006
6. SEGMENT INFORMATION (continued)

Geographical segments (continued)

(ii)

The following is an 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 geographical area in which the assets are located:

Carrying amount

of segment assets

TEAE
7 &

ZA=t-BLEFE

¥ @)

REER  DEHEEMIR
HEMRFRARBEEMA
WEREADAAEDE W
EREBEHITWT

Additions to property,
plant and equipment

DEEENIREE NBYE  BERRKE
2006 2005 2006 2005
—EERE ZTTRF “EERE ZTTHEF
(Restated) (Restated)
(E7) (&51)
HK$’000 HK$’000 HK$’000 HK$'000
FTHET FHET TER FAET
Hong Kong BB 146,337 150,768 20,138 528
PRC H 1,109 2,038 4 11
Taiwan and Samoa AEREED 113,743 136,235 164 192
Southeast Asia R 1,250 818 8 14
Others Hih 32 12 - -
262,471 289,871 20,314 745
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

=& M 35 8 &M

For the year ended 31st March, 2006
7. OTHER INCOME

Commission

Exchange gains, net

Handling income

Income from provision of
guarantee to a customer

Interest income

Service income

Sundry income

8.  FINANCE COSTS

Interests on bank borrowings wholly

repayable within five years
Bank charges

9. TAXATION

The (credit) charge comprises:

Profit for the year
Hong Kong
Prior years
Hong Kong
Deferred taxation
Current year
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ik

B 3 U a8 % #E
FEBRA
MR P RHRER
GEVON

WA

AR 75 A

WA

ARDFATHEEN
RITEENE
RITER

BAER) XHBE -

FE @R
0
BEFE
0
EIET IR
AER

HE-ZEAF=-ZA=+-HLEE

7. HMWKA

2006
—BEAE

HK$'000
TRERT

183
6,318
1

781
595
1,765

9,643

8. RBEAMAK
2006

—BBAE
HK$’000

T

359
174

533

9. HiHE

2006
—BBAE
HK$’000
T

(548)

481

2005
—ZETAREF
(Restated)
(E51))
HK$’000

TET

719

1

93
111
319
160

1,403

2005
—EERF
HK$’000

THET

392
180

572

2005
—EERF
HK$’000

THETL

3,124

(124)

3,000



LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

=& M 35 8 &M

For the year ended 31st March, 2006

9. TAXATION (continued)
Taxation (credit) charge for the year can be reconciled to the
(loss) profit before taxation per consolidated income statement as

follows:

BREEAT (B 1R) & 7

(Loss) profit before taxation

Tax at the domestic income tax rate
of 17.5% (2005: 17.5%)

Tax effect of income not taxable OE VA ON:S
for tax purpose MR E

Tax effect of expenses not RIS
deductible for tax purpose MG R &

Overprovision in respect of prior year B FE K Z 1R B

Tax effect on tax losses not recognised KRB BE B2 HTE
Effect of different tax rate of subsidiaries }f & /A 7] 7£ £ tb 8] 7= # [&
EBNTRARER LT E

operating in other jurisdictions
Others Hit
FREBA (B &)

Taxation (credit) charge for the year

Hong Kong Profits Tax is calculated at 17.5% (2005: 17.5%) of

the estimated assessable profit for the year.

Details of the deferred taxation are set out in note 28 to the

consolidated financial statements.

BEMWBHBE17.5%:T B
ME(CZZRE : 17.5%)

HE-_SZAF=ZA=+-HLFE

9. BB (&)
AEEHE (EH) X HEGEER
PR B B AT (B518) & A 4 85 0

—F o

2006 2005
—EERE —TTREF
(Restated)

(&%)

HK$’000 HK$'000
TERT FETT
(12,258) 45,457
(2,145) 7,954
(637) (2,854)

4,238 253
(548) =

1,231 -
(2,670) (4,351)

464 1,998

(67) 3,000

BERNEH DA FE [t ERH
R IR175% (22 R F ¢
17.5%) 5T &

FEERTEFBEH NG A MISHREN
128 °
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FINANCIAL STATEMENTS

For the year ended 31st March, 2006

=& M 35 8 &M

HE-ZEAF=-ZA=+-HLEE

10. (LOSS) PROFIT FOR THE YEAR 10. ER (FER) &R
2006 2005
ZE2ERE —TTRF
(Restated)
(Z51)
HK$’000 HK$'000
TER TET
(Loss) profit for the year is arrived FN(ER)ENENK
at after charging (crediting): (GtA) THIBIE
Allowance for bad and doubtful debts ~— FIZ iR & & 16,493 10,896
Allowance (write back of allowance)
for inventories FEIRERE (REEE) 392 (208)
Auditors’ remuneration ZER B € 775 564
Cost of inventories recognised
as expense BRARY ZHEERAK 36,337 76,746
Depreciation wER#H 3,154 1,353
Exchange losses, net X B - 3,288
Expenses incurred on the listing of AR AR 7 7 e 32 P
the Company’s shares on the Stock THREFEzRAX
Exchange 6,353 -
Loss on disposal of property, HEME - HE R
plant and equipment RsER = 1
Operating lease rentals in respect FHEEMENKE
of rented premises MHHE2 950 631
Release of prepaid lease payments FRRR TR KIA 20 20
Staff costs inclusive of =B
directors’ remuneration (RREEZEHE) 19,814 18,594

ETREeMNAERANA N E
484,000 L (ZEZ R : 312,000
BIT) IEt AE IR ARET °

Operating lease rentals amounting to approximately HK$484,000
(2005: HK$312,000) in respect of staff quarters are included under

staff costs.

64 ANNUAL REPORT 06 #F #&



LINFAIR HOLDINGS LIMITED B E B R B R 4 F

NOTES TO THE CONSOLIDATED e REME
FINANCIAL STATEMENTS
For the year ended 31st March, 2006 HE_ZZAFE=ZA=+-HLFE
11. DIVIDENDS 1. RE
2006 2005
—EERE —ETRF
HK$’000 HK$’000
FTHET FTET
Dividend declared and paid R-ZETLF
in 2005 (note) ER ISR
BB (KT - 16,000

Special interim dividend paid 2 HK BIRA R E RSB R

cents (2005: nil) per ordinary share LTRB2BEW(ZZZTRF - 8) 6,000 -
6,000 16,000
Note:  All of the dividends declared in the financial year ended 2005 fitit : —EERMBFENSRNAE
was attributable to the then shareholders of Excellent Overseas BB 15 & B K 3 T Excellent

prior to the Reorganisation. Overseas= 4 A R R AR 2. ©
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
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For the year ended 31st March, 2006

12.  (LOSS) EARNINGS PER SHARE

The calculation of the basic and diluted (loss) earnings per share

is based on the followings data:

(Loss) earnings for the purposes of
basic and diluted (loss) earnings
per share

Number of ordinary shares for
the purposes of basic (loss)
earnings per share

Effect of dilutive share options

Number of ordinary shares
for the purposes of diluted
earnings per share

AEEREAR
w3 (FR) &N
(&1#8) &7

AEEK
EAX(BR) BFH

Eﬁéf’ﬁﬁ BRENEE

/v/v/—H

X
BERN
EBR

No dilutive loss per share is presented for the current year as the

exercises of the potential dilutive ordinary shares would result in

a reduction in loss per share.

The basic (loss) earnings per share is calculated based on loss
attributable to equity holders of the Company of approximately
HK$12,191,000 (2005: HK$42,457,000) and an aggregate of
225,000,000 shares comprising 150,000,000 shares in issue as at
18th May, 2005 and 75,000,000 shares in issue pursuant to the
capitalisation issue under the sole shareholder’s resolutions passed
on 20th May, 2005 on the assumption that the issue of shares of
the Company had been completed on 1st April, 2004.

66 ANNUAL REPORT 06 #F #&

BE-STAFZASt-HLEE
12. BR (FE) ZF
SREAREE (FB) BFIKRUAT

HBHE
2006 2005
—EERX —ZETARF
(Restated)
(E51))
HK$’000 HK$’000
FTHET FETT
(12,191) 42,457
285,989,011 225,000,000
23,336

225,023,336

ARTEABETECERY
K SRERRD - E&ZT;J\WE
ENER#EEESE -

FREX (BB BADREEAA A
Bt A AEREE 12,191,000
BT (ZEZTREF  )m742,457,000
BIT) B A $£225,000,0000% A% 7 5t
E o $£225,000,00008% B 17 £ &
150,000,000 A —ZERF R A+
NBZBBEITERD - URBEZ
TRERAA-+HBABZH KR
RFE R M E AT ,éf$1t§*ﬁﬁ‘]
75,000,000% B 1T 5 (Ra%
ABEITRO—FR-ZZ Eﬁ@ﬂ
—HE&ZK) °



LINFAIR HOLDINGS LIMITED B E B R B R 4 F

NOTES TO THE CONSOLIDATED REMBEREME
FINANCIAL STATEMENTS
For the year ended 31st March, 2006 HE_ZZAFE=ZA=+-HLFE
12.  (LOSS) EARNINGS PER SHARE (continued) 12. B8R (E8) BA @)
The following table summarises the impact on both basic and FEREEMBEREENHERER
diluted (loss) earnings per share as a result of the application of L#E (BR) BN ZYEREN
the New HKFRSs: D
Impact on basic Impact on diluted
(loss) earnings per share earnings per share
HEREX (1) HERYE
BN 28 & BRzE &
2006 2005 2006 2005
—EEBRE —_TZThF ZBREAE —ZETRF
HK cents HK cents HK cents HK cents
Al Al Al Al
Figures before adjustments HEAM BT (2.277) 22.487 = 22.485
Adjustment arising from changes & &1 B 25t &
in accounting policies EEZHE (1.986) (3.617) - (3.617)
As reported/restated Wmesy,/£5 (4.263) 18.870 = 18.868
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NOTES TO THE CONSOLIDATED REMBHETMWE
FINANCIAL STATEMENTS
For the year ended 31st March, 2006 HE-ZZAF=ZA=+-HLEE
13. DIRECTORS’ AND EMPLOYEES EMOLUMENTS 13. EEREEHM=E
Hsieh
Chang Ming Chow Lee Lam Tung
Ei EU Chiv ~ King Ming  Kin Keung  Chun Kong Pui Man Total

BR:  BEM BER  3@E AR ERR A%
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000
TR TERL  TAR  FER  TER TER  TAR

2006 ZEERE
Directors' fees: Ezhe:
Executive #i1 = = - - - - -
Independent non-executive BUEHT - - - 130 104 104 338
Other emoluments paid to the XMFRAESL
executive directors: Etoe -
Salaries and other benefits FeREMET 1,052 = 1,188 = = - 2,240
Contributions to retirement RIVERGr AR
benefit scheme 12 - 12 - - - 24
1,064 - 1,200 130 104 104 2,602
2005 It 3 ik
Directors' fees: ESHg
Executive i - - - - - - -
Independent non-executive BUEHT - - - - - - -
Other emoluments paid to the XAFHAESL
executive directors: Etfe
Salaries and other benefits FEREMRA 1,500 = 1,09 = = - 2,709
Contributions to retirement RINBH AR
benefit scheme - - - - - - -
1,500 - 1,209 . . . 2,709
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

13.

DIRECTORS” AND EMPLOYEES EMOLUMENTS

(continued)

Employees’ emoluments

The five individuals with the highest emoluments in the Group,
two (2005: two) were directors of the Company whose
emoluments are set out above. The emoluments of the remaining
three (2005: three) individuals were as follows:

HFeRAMENEN
SRR E 845K

Salaries and other benefits
Contribution to retirement

benefits scheme

The remunerations of the employees were within the following

bands:

Nil to HK$1,000,000 £ %1,000,0007% 7T

HK$2,000,001 to HK$2,500,000

=& M 35 8 &M

HE-ZZANF=-A=+-HLEE

13.

2,000,001/ 7T £ 2,500,000 7T

EZkEEWNE &)

T
ARE R ESFWALREML
(ZTTHE: W) ARAZE
FOAMSHERN L - KB
f(—BTHEE: =f)RAZME
W :

2006 2005

S —=FH4

HK$’000 HK$’000

TET FHET

3,335 3,394

15 12

3,350 3,406
BEMNBMESN T T &EE :

2006 2005

—EERE —ETAHF

Number of Number of

employees employees

EBEAH EBEAH

2 2

1 1

3 3
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For the year ended 31st March, 2006 HE-ZZAF=ZA=+-HLEE
14.  PROPERTY, PLANT AND EQUIPMENT 14. Y% - BERSZE
Machinery Furniture
Leasehold and Office ~ Computer and Motor
land  Buildings  equipment equmment equipment fixtures vehicles Total
1% BT HSKRE WOERE  SERR AAREE g At
(Restated)
(E5)
HK$'000 HK$'000 HKS'000 HK$'000 HK$'000  HKS$'000 HK$'000 HK$'000
TEx ThL TiEn TEL Tér  TEn TEL ThL
cosT
At Tst April, 2004 “FIMEMA-A 930 1,520 4,328 225 592 712 153 8,460
- As originally stated J?%:*JU
~ Effect of changes in ~ —EHHEED
accounting policies 22 (930) - - - - - - (930)
- As restated — @5 = 1,520 4328 225 592 712 153 7,530
Additions AE - - 58 83 205 304 75 745
Disposals HE - - - (3) - - = (3)
Exchange adjustments & 7 % - - 3 - 6 7 - 16
At31st March, 2005 R=ETREZA
=+-8 - 1,520 4389 305 803 1,043 28 8,288
Additions hE - - 19,130 48 651 6 479 20,314
Exchange adjustments [ 5 35% - - (2) 2 (3) (3) = (6)
At31st March, 2006 RZZTRE
=A=t-H - 1,520 23,517 355 1,451 1,046 707 28,596
DEPRECIATION AND ~ FFER
AMORTISATION &
At Tst April, 2004 RZZZMEMA-A 59 147 2,528 109 217 391 23 3,474
- As originally stated ~ — R %27
- Effect of changes in - —EHHKEH
accounting policies ~ Z%% (59) - - - - - - (59)
- As restated -R& - 147 2,528 109 27 391 3 3415
Provided for the year ~ F[E & & - 62 879 5 140 175 4 1353
Disposals HE - - - (2) - - - (2)
Exchange adjustments [ 5 3% - - 1 - 1 1 - 3
At31st March, 2005 RZERRE=A
=+-H - 209 3,408 162 358 567 65 4,769
Provided for the year £ E B = 61 2,454 68 268 201 102 3,154
Exchange adjustments [ % 5% - - (1) 1 (1) (1) - 2)
At31st March, 2006 R-ZERE
ZA=t-A - 270 5,861 JEY 625 767 167 7,91
CARRYING VALUES ~ REE
At31st March, 2006 RZZEE
=F=t+-H = 1,250 17,656 124 826 279 540 20,675
At31st March, 2005 RZZZTHE
A=t-H - 1311 981 14 445 476 163 3,519
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006 BE-ZZAF=ZA=Z+-HULEE

15.  PREPAID LEASE PAYMENTS 15. FEHNHEENE
ENREREECNES 2 hHH
Bt EAWMT :

=& M 35 8 &M

The prepaid leas payments represents leasehold land in Hong
Kong held under medium-term leases and are analysed for

reporting purposes as:

2006 2005
—EEX —TERF
(Restated)
(E751)
HK$’000 HK$’000
TERT FHET
Non-current asset EREEE 820 840
Current asset TEEE 20 20
840 860
16. AVAILABLE-FOR-SALE INVESTMENT 16. AHEERE
2006 2005
—EERE —ZTTRF
HK$/000 HK$'000
FH& T FET
Listed equity securities outside REBUAINZ ETRAE 5
Hong Kong, at fair value ZATE 3,651 =

ATFEHI2EETRMSHMBER
prices quoted in active market. BMET -

The fair value has been determined by reference to the bid
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

17.

18.

INVESTMENT IN CONVERTIBLE NOTE

Unlisted convertible note, at fair value 3 F AR EHE - %
At 31st March, 2006, the Group held convertible note with a
principal amount of 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.

INVENTORIES

Consumables and spare parts HFEm R T
Machinery under installation FR%E 7
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HE-ZEAF=-ZA=+-HLEE

17.

18.

ARERERE
2006 2005
SBEAFE “BERF
HK$’000 HK$’000
FHT THR

1,170 -

R-ZZZRFZA=+—H £&
ERE—HFLTARETMAS
®A1,170,0008 T2 AR E
1% BT IRRZBIZI6E ZEH
REtE - ERBAGRNETHME
RNIRBREHE AL BOREER
CRERABZ AR ZRG - BIRE
BUTMEZBREE - (1)2EHT
AERZEHEEZEREMmMILZ
BOANBREERE  RQBETA
B 2EE -

BOANNEBRAEERRE - K%
AXNAHRRERZEBEN RIS
BREREZEREE-_T—TF+=
ARMERBH (BIREETAS
BeERBEE) RIEZ 2 HREH
B(nA) -

78
2006 2005
—EERE —ZERF
HK$’000 HK$’000
FTHET FHET
4,910 4,344
20,379 12,950
25,289 17,294



LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

19.

TRADE DEBTORS AND BILLS RECEIVABLE

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

instalments over a period up to 18 months.

An aged analysis of trade debtors is as follows:

Within 30 days 308

Between 31 to 60 days 31HZ60H

Between 61 to 90 days 61H £90H

Between 3 to 6 months =ZEA

Between 6 to 12 months NETZEA

Over 1 year but not more than 2 years i —F {218 1B /M F
Over 2 years 8

Less: allowance for bad and B RIE IR B

doubtful debts

The Directors consider the carrying amounts of trade debtors and

bills receivable approximate to their fair values.

=& M 35 8 &M
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19.

BUWEZRRARERRE
AEE-RETEEHRPZEH
BNF=ZE+=EATE o Wsh -
ETERURBAFHEREEAR
FEREH IR HEETREL
{EEH - PIMAKFEBEATRNS
BARDEZA -

FUWE S IRANIRED AT

2006 2005
SEEAE “FERF
HK$’000 HK$'000
FET FHET
8,793 60,592
45,203 50,941
1,194 1,005
1,490 22,892
27,906 69,787
85,411 23,657
15,040 4,911
185,037 233,785
(41,493) (25,000)

143,544 208,785

EXZRARRUEFRIRELRE
BZEEEREQFEES
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31st March, 2006
20. OTHER DEBTORS, DEPOSITS AND PREPAYMENTS

Included in other debtors, deposits and prepayments is amount
of HK$9,501,000 (2005: HK$17,992,000) in respect of deposits

paid for provision of engineering systems contracting services.

The Directors consider the carrying amounts of other debtors

approximate to their fair values.

21.  AMOUNTS DUE FROM CUSTOMERS FOR
CONTRACT WORK

REERAMERTRE -

Contracts in progress at the
balance sheet date:

Contract costs incurred to date
plus recognised profits
less recognised losses

Less: Progress billings

S INE B AR
B
B EENR

Represented by: (A

Amounts due from customers BREFPEHTIENRE
for contract work including Hp e iERE
engineering systems IRESR
contracting service B R 75

At the balance sheet date, retention held by customers amounted
to approximately HK$303,000 has been included in trade debtors

and bills receivable under current assets.

74 ANNUAL REPORT 06 #F #&

S RILEEENIRKA

HE-ZEAF=-ZA=+-HLEE

20.

21.

HMEKRER  BREREN
;8

FIAE b EUIR R « Re RIENK
BRI EE9,501,0008 L (Z T TR
F 117,992,000/ 70) + ThpLiR it
IRZAABRBEMEIANES -

EXRAREMEBRIER B2k
BANREZEEERRFERS -

BUEFEHNTRENEA

2006 2005
—EERE —EERF
HK$’000 HK$’000
FTET FETT
3,866 225,152
(3,124) (222,475)

742 2,677

742 2,677

REER  BEFFBEZIRR
B & 458 47303,00087C * ZF
RESEBRERTBHEEANZ
W E SR F R ERRE



LINFAIR HOLDINGS LIMITED B E B R B R 4 F

NOTES TO THE CONSOLIDATED REMBHETMWE
FINANCIAL STATEMENTS
For the year ended 31st March, 2006 HE_ZZAFE=ZA=+-HLFE
22. PLEDGED BANK DEPOSITS/BANK BALANCES AND 22. DEARTER BRITEE
CASH ERE
Included in pledged bank deposits/bank balances and cash are BEBROIERROILEFRESE
the following amounts which are subject to foreign exchange BEZIIEEFHRRARTEE A
control regulations or not freely transferable: EEOSEMT
2006 2005
— —EThEF
HK$’000 HK$'000
TET FERT
Amounts denominated in: SI1E :
Renminbi AR 883 1,968
Malaysian Ringgit BT 1,145 732
Hong Kong dollars BT 15,000 —
17,028 2,700
Pledged bank deposit/bank balances and cash comprise short- BEARTERROEFLRRS
term bank deposit at prevailing interest rate or at fixed interest BREEHMRTEIREESXEE
rate ranging from 1.40% to 3.75% (2005: 0.05% to 1.65%). B1.40%%3.75% (BT HE -

0.05%% 1.65%) °
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31st March, 2006
23. TRADE CREDITORS AND BILLS PAYABLE

An aged analysis of the trade creditors is as follows:

Within 30 days 308

Between 31 to 60 days 31HZE60H
Between 61 to 90 days 61HZE90H
Between 3 to 6 months =ZxEA
Between 6 to 12 months NETZEH
Over 1 year but not more than 2 years #1418 T iE25
Over 2 years B2

The Directors consider the carrying amounts of trade creditors

and bills payable approximate to their fair values.

24. OTHER CREDITORS AND ACCRUED CHARGES

Included in other creditors and accrued charges is amount of
HK$36,727,000 (2005: HK$31,707,000) in respect of deposits

received for provision of engineering systems contracting services.

The Directors consider the carrying amounts of other creditors

approximate to their fair values.
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23.

24.

ENEZRIRENRE
FEREBRRMER AT :

2006 2005
“EREAE ~“TTEF
HK$’000 HK$'000
TERT FHT
192 35,466

39,892 19,196
2,497 1,252
4,570 31,432
10,496 44,987
20,262 7,709
1,948 617

79,857 140,659

EZRRARENEZRIRENE
BZEREEENFEES

HittESIRARESER

BI A EL fib B A< R 3K K% FE AT & A A9 3K
#36,727,0008 L (ZETRHF ¢
31,707,000 7T) Aot iRMt TE R
FEBRBHERNEZES

EZRAREMEMNIRRLETE
MZEEEEDFEES



LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 31st March, 2006

25.

BANK BORROWINGS

Bank borrowings comprise
the following:

Bank loans

Mortgage loan
Trust receipt loans

Analysed as:

Secured
Unsecured

RITIEE
BRI
RITER
RBER
ERBEER

R

A HEA
EEA

The Group's borrowings that are denominated in currencies other
than the functional currencies of the relevant group entitles are

as follows:

us$
EURO
SGD
JPY

The maturity of the above borrowings
is as follows:

Within one year
More than one year, but not
exceeding two years

Less: Amounts due within one year
shown under current liabilities

P
BT
E T
HIE

L fEEME A
mE

—FR
—FNLEERER
i

B RBREMR—FR
B HIR SRR

2006
—EEAE
HK$’000
F# 7

19,153
207
18,268

37,628

17,307
20,321

37,628

2005
—ZTTRF
HK$’000

TET

15,000
544
37,904

53,448

544
52,904

53,448

AEEUTEEYFAFREEE

BZUMREEHEE

'000
422
218

2,000
81,500

HK$’000
TRET

37,628

37,628

(37,628)
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HK$'000
TERT

53,243

205

53,448

(53,243)
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 31st March, 2006

BE-ZZAF=A=t-HLEE

25.  BANK BORROWINGS (continued) 25. RITIEE (&)
The bank borrowings carry floating-rate interest ranging from RITEEBEEEBE  HERNEN
4.50% to 7.25% (2005: 3.78% to 4.50%) per annum . F4.50%%27.25% (ZEFRHEF ¢
3.78%%4.50%) °
The directors consider the carrying amounts of bank borrowings EZRARBITBECREEEL
approximate to their fair values. TFEHEE -
26. SHARE CAPITAL 26. BRA

31st March, 2006

31st March, 2005

“EEREZA=T-H “ZFRF=fA=+-H
Number of Number of
shares HK$/000 shares HK$/000
= TET SE TAT
Authorised ordinary shares BREGI0ET
of HK$0.10 each LEEERR
At beginning of the year 4 3,500,000 350 3,500,000 350
Creation of shares on RZZZRERA
18th May, 2005 TN\ BERRA 996,500,000 99,650 - -
At end of the year FI 1,000,000,000 100,000 3,500,000 350
Issued and fully paid ordinary &R E0.10/%5 T
shares of HK$0.10 each ZEETRARE AR
At beginning of the year £9) 1 1 1 1
Issue of shares on RZZTRE
18th May, 2005 (Note a) LIATNBETRGA
(ﬂ/ﬁf‘a) 149,999,999 14,999 - -
Issue of shares on RZBERE~ALA
7th June, 2005 (Note b) %&fﬁﬂﬂ (Htitb) 75,000,000 7,500 - -
Issue of shares on ZEERE,ANA
8th June, 2005 (Note ¢/ %&ﬁ% (Htitc) 75,000,000 7,500 - -
At end of the year F48 300,000,000 30,000 1 1
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006
SHARE CAPITAL (continued)

26.

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 was 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.

=& M 35 8 &M

HE-ZZANF=-A=+-HLEE

26.

R ()
it
(a) E-ZTRERAA+TNB &K

RAIRKREF R4 ([REE]D
RAARL L ([FrL]) 28
= v 156 #£149,999,9998% A& 13
1T REL % FPolestar * {EA
Excellent OverseasZ & #5 2 %
TRAERETAAAZNKE -
MREEREARRARZREBA
H% 17 & & F Polestar ° Polestar
A5 55 A R il i = 2 Bl AR 3 %
BT7R R 2R EREEIET
ZRM% - fEREXHiREE
BERABARMURREER
2z L35 R Polestarfid 8 K %%
7149,999,999 B (5 2 K18 °

R—ZZEZTHAE~NALEH "
75,000,0008% f& {5 T5 # 78 & A&
3t 2 17 F Polestar °

—ETRENANB C AR
NEREERAREEFABRE
RARAEERGR0.888 T HE
175,000,0000% A8 A 7] & A% E
BH0.10 T Z ¥R + AERIR

4 e
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

27.

=& M 35 8 &M
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SHARE OPTION SCHEME 27. BRRESTE
Pre-1PO share option scheme BARNRABREABERES
A pre-IPO share option scheme (the “Pre-IPO Share Option ARBRZETHAFE=RA=1Hit
Scheme”) was approved and adopted by the Company on 30th EREM—EERAREESAER
March, 2005. EErE (AR AHEEEBARE
2l -
The maximum number of shares which may be issued under the BIEERRFESHEREEIM
Pre-IPO Share Option Scheme shall be 15,000,000 shares. The AJRE 1T 2 D & % /15,000,000
Pre-IPO Share Option Scheme is not subject to any vesting B BRAFEEABRESET
condition precedent and the exercise period shall commence from REMBBEEARGHAR - K176
the day following 6 months after 10th June, 2005 and end on BT RFRATHEFS
30th March, 2010 (both dates inclusive). Upon acceptance of the BMAZBRBRE_T—TF=A=+
pre-IPO share option, each participant shall pay HK$1 to the BRI (BEERMKR) - BAER
Company by way of consideration for the grant. NABEERBRER  S2HER
MARAXMIEBETHERERBR
BZRE-
The exercise price is HK$0.65 per share and there is no restriction IEERSTR0.65BTT ¢ {7 &
on the number of pre-IPO share options granted under the Pre- BRARBERARESABRET
IPO Share Option Scheme to any grantee. AR ERAREENBRE
HEILERS -
Details of share options granted on 30th March, 2005 under the RZZEERF=A=ZTHREHR
Pre-IPO Share Option Scheme are as follows: ARBEENERENIRENER
NAEERBREFBOT
Number of share options
BREHA
Grant during
Balance the year Balance at
Exercise at ended 31.3.2005
Date of grant Exercisable period price 1.4.2005 31.3.2005 and 31.3.2006
RZZTRE
R=Z2LF ZAZ1-H
RZZZ2LF =ZB=+-H k=%%XE
RHAH CEicd T’ mNA-H EEREM ZR=1-H
HK$
AT
Director
B2
11th December, 2005 to
30th March, 2010
“EERE+ZA1t-BE
“Z-ZFF=f=+H 0.65 - 1,720,000 1,720,000
Employees
]
11th December, 2005 to
30th March, 2010
R el el =Y
“Z-ZFF=f=+H 0.65 - 13,280,000 13,280,000
- 15,000,000
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

27.

SHARE OPTION SCHEME (continued)
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
description, 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$1.00 to the Company by way of consideration for
the grant.

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 of 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, 2006, there were no share options granted

under the Share Option Scheme.

=& M 35 8 &M
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27.

BT 8 ()

E A B8 AR AT 2
ARAR-ETRFHA-THHY
e RAR AN 5 — TR R R (TRR R
st al)) -

RiFERE S - ESARBERKE
BERTBREAIMAELAE
BAL NEREZFETALNE KK
RAZRBERBARARN - 1
EEABERT  BRBEFFERT
Nz&BE  (WRORESHAER
EREBREARIREAH)E
AR FBVEMIMERARERME
ZWTE QBN ERR L BH
MAAXZEERIMERRER
ez FHKRME : LC)KRHE
B - RERBRER  ARARR
ARAZ1.008 TIERERBR
BZHRE-

BRIESTIGEIE  BRIBEBR
RERTEI R AR BT ] & fth BE AR AE 5T
EIT R 2 B FTS & 2 IR 15
BET15iR3830,000,0008% © HHE
RARRRMG LT APEBRTRG
BE210%  BRABRETEZF
BEERARBIR-_ZTRAFAA
“tHEBHBEERERA -

L

RZZEREF=A=+—0 #E
RizFE R 81 & IR -
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NOTES TO THE CONSOLIDATED e MR xRN
FINANCIAL STATEMENTS
For the year ended 31st March, 2006 BE_ZTAE=A=+-HLFE
28. DEFERRED TAXATION 28. EELEBIE
The deferred tax liability recognised by the Group represents the AREEEANELHIEREES
excess of tax allowances over depreciation, and movements REBEREBATENHD  ERX
thereon during the year are as follows: AERFANEHOT
2006 2005
ZBEAE —_TThF
HK$’000 HK$’000
TR THETL
At beginning of the year E1) 172 296
Charge (credit) during the year FAXL (E%) 481 (124)
At end of the year ER 653 172
At the balance sheet date, the Group has unused tax loss of REER  AEBEZABARKE
approximately HK$7,032,000 (2005: nil) available to offset against 1847,032,0008 T (Z TR F :
future profits. No deferred tax asset has been recognised due to B) A RERBERIOEN - BRR

ﬂmb\

ERERTAS IR 2 A - B R
EERREE -

the unpredictability of future profit streams.

29. PLEDGE OF ASSETS 20. BERHF

At the balance sheet date, the bank credit facilities of the Group REER  REBZEEBRED

were secured by the followings: AT & EEHR
2006 2005
—EBRE —ZETRF
HK$’000 HK$'000
FTET FER
Bank deposits RITER 6,750 -
Property, plant and equipment ERN 2,091 2,176
Trade receivables &K B 5 ik 207 -

9,048 2,176
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NOTES TO THE CONSOLIDATED REMBHETMWE
FINANCIAL STATEMENTS
For the year ended 31st March, 2006 HE_ZZAFE=ZA=+-HLFE
30. CONTINGENT LIABILITIES 30. HAREE
At the balance sheet date, the Group had the following contingent REER  AREHBRBIATRAE
liabilities: & :
2006 2005
“ERAF —TTRF
HK$’000 HK$'000
TER FET
Performance bonds BHRES 5,639 1,339
Guarantees given by the Group AEBERAEPH &K
in respect of credit facilities granted MiEERAR
to a customer ifi B9 AR - 195
31. OPERATING LEASE COMMITMENTS 30. HEHNAR
The Group as lessee AEEABEEA
At the balance sheet date, the Group had committed for future REER  ARERBTAIHEL
minimum lease payments under non-cancellable operating leases LHAOARBEINNRIERS®
which fall due as follows: EMISMANT
2006 2005
ZE2ERE —TTIRF
HK$’000 HK$’000
TER FET
Within one year —FR 535 415
In the second to fifth year inclusive F_FEFHF (BREEMF) = 560
535 975
Operating lease payments represent rentals payable by the Group REBONFEERAEERER
for certain of its office premises and staff quarters. Leases are HETHAZEMEREIBEREN
negotiated for terms of one to three years at fixed rentals. WEE - BORBECHESER 8

ME—ZFE=F1%F-
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LINFAIR HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31st March, 2006

32.

EMPLOYEE RETIREMENT BENEFITS

Effective 1st December, 2000, the operating subsidiaries in Hong
Kong joined a MPF Scheme for all employees in Hong Kong. The
MPF Scheme is registered with the Mandatory Provident Fund
Scheme Authority under the Mandatory Provident Fund Scheme
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 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.

FREAEEARAK
18 Il 5t & 4 5%

Retirement benefit contribution

made during the year
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32.

B ERMNKEF
AEEEFBEENMBARTE -
FEEFT_A-—BHERTELRE
BEMARBEE - BB
AR 5 B M A B 2 5T 81 R B 2 98
LB EERREMN - BER
AEMEERAREMNEENFR
B YABYEESRTIAEE -8R
BRBEeAANRR BERERE
BARBRRAMEENL XA
BEAEHER -  ARBRBER
AMBERRERESFBAEN
AR o N 5% [ 3 S A R R it
AT A LAR A B & AR AR

7N 7)Y B A FLinfair Engineering
(Malaysia) Sdn. Bhd.E)E B TH R 5§
RATZBTEFENEREERKE
FIFH B S - ZM B R RARE
BEAR2E([BEELEEF
) MRAMEENLRAEE R
BaafR AEEREEATE
SHEMBEERELMATHMH

e
A °

RElEE 192 EE B &R DI
REZEREREZEFE  M&F
AEEA LT BREEMRAS -

2006 2005
—BBAE “TTEF
HK$’000 HK$’000
FH TR

276 222
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FINANCIAL STATEMENTS
For the year ended 31st March, 2006 BE-ZZAF=ZA=Z+-HULEE
33. RELATED PARTY TRANSACTIONS 33. BEALXRS
During the year, the Group had the following transactions with a RAFERER - REEEERERA]
related company: DHETUTRS :
2006 2005
ZETRF —TTLF
Name Nature of transactions HK$’000 HK$'000

=1 XHMHE TR TET

Linfair Engineering and

Trading Limited Purchase of goods
& B R

BRAF RBEm - 209
Mr. Chang and Ms. Hsieh have beneficial interest in the above related REERHLLTHEBALHERARZE
company. wmHE °
The remuneration of directors and key executives is determined BERIEBTHRABZEMS 5
by the remuneration committee and having regard to the RFMEEG2E@ALZRE
performance of individuals and market trends. RGBT RETE -
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 31st March, 2006
34. PARTICULARS OF SUBSIDIARIES 4. WELAAER
At 31st March, 2006: s 7

Place and Registered share Proportion of
date of capital/issued and nominal value of
incorporation/ fully paid issued capital
Name of subsidiary operation share capital held by the Company Principal activities
iR/ RELT e ARFHE
WEAREE EXBARAMY ERTRARRA BRTRAHELE  TEXH
Excellent Overseas' British Virgin Islands Ordinary share 100% Investment holding
18th July, 2001 Us$1
REBRRES BRBIXT RERR
“EE2-FLA+/A
Linfair Engineering (Beijing) PRC Registered capital 100% Provision of installation

Co. Ltd.>*
REBERR (LR BRAE?

Linfair Engineering
(Shenzhen) Co. Limited**

25th November, 2004
mEARLHE ([RE])
Z2ENET-AZTHA

PRC
16th September, 2004

HK$ 1,000,000
A 1,000,000% 7T

Registered capital 100%
HK$1,000,000

and maintenance
services

REZKRFERE

Provision of installation
and maintenance

services
RRET A4 (RI) BRA A’ i M A1,000,00078 T REZKRRERRH
“2EMEAATAR
Linfair Engineering (Malaysia) Malaysia Ordinary shares 100% Provision of installation
Sdn. Bhd. 19th September, 2001 RM1,500,000 and maintenance
BRES L3EMR1,500,0008% 7T services
“E2E-FNATIA REZKRFERS
Linfair Engineering Company Samoa Ordinary share 100% Provision of
Limited 9th November, 2001 US$1 engineering systems
contracting service
and sales of related
spare parts
BED LERIET RUETRZGABRE
“22-£1-AnA FHERBRHM
Linfair Engineering Service British Virgin Islands Ordinary share 100% Inactive
Company Limited 9th August, 2001 US$1
ARRAES LaRixER LREX
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FINANCIAL STATEMENTS

For the year ended 31st March, 2006 BE-ZZEXRFZAZ+-HLFE
34.  PARTICULARS OF SUBSIDIARIES (continued) 4. MEBLRER (&)
Place and Registered share Proportion of
date of capital/issued and nominal value of

incorporation/

fully paid

issued capital

Name of subsidiary operation share capital held by the Company Principal activities
AL/ BafRE/ ARAME
WEARER EXBARAH BRTRARRE BRTRAEELE  TEXH
Linfair Engineering (H.K.) Co. Hong Kong Ordinary shares 100% Provision of
Limited 9th November, 1991 HK$10,000,000 engineering systems
contracting service
and sales of related
consumables and
spare parts
ERLE(BR)ARAF B E381%10,000,0008 7T REIRZREERE
“AN-F+-AhA NRHERB AR
REHBH
Linfair Engineering (Singapore) Singapore Ordinary shares 100% Inactive
Pte. Limited 12th January, 2004 $G$100,000
ik #EK100,000% 7T EEEX
“FENE-AT2A
Linfair Capital Limited Hong Kong Ordinary shares 100% Investment holding
24th June, 2005 HK$ 1,000
BAHEARAH B REER
“EERESA-TMA ERIR1,000% T
Linfair Engineering (Macau) Macau Ordinary shares 100% Inactive
Company Limited 15th February, 2006 MOP1,000,000
EkLE (&) ARAF &R #381%1,000,0008 % BEEX
“ZTRE-ATHA
g directly held by the Company l HAARIEERE
2 a wholly foreign owned enterprise established in Beijing, PRC : RA B RAK RSN B E (b5
? a wholly foreign owned enterprise established in Shenzhen, PRC ’ R BIRIIK LN EE R
9 the English names are for identification purposes only & R A TREE
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