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Significant contributory factors to the Group's
improved performance included the steady growth
of the support and maintenance business in Hong
Kong and the improved performance of our
overseas operations in Thailand and Macau.
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Results

Profit before tax for the fourth quarter were HK$18.5 million, an
increase of HK$3.1 million over the same quarter last year. Profit
before tax for the 12 months ended 31st March, 2005 were
HK$40.1 million, an increase of HK$18.6 million when compared
to last year. Net income for the 12 months was HK$33.9 million,
an 86.2% year on year increase.

Significant contributory factors to the Group’s improved
performance included the steady growth of the support and
maintenance business in Hong Kong and the improved
performance of our overseas operations in Thailand and Macau.
Moreover, the lower income derived from our Taiwan listed
investment was offset by savings from lower operating expenses
as a result of restructuring and cost reduction exercise.

The Group’s turnover during the fourth quarter was HK$266.7
million, representing a decrease of HK$18.1 million, or 6.3%,
over the same quarter last year. Turnover for the 12 months was
HK$956.0 million, representing a HK$8.0 million decrease
compared to the turnover in FY04. This difference was primarily
the result of the Group’s focus on higher-margin services and
solution-based business to clients.

Of the annual turnover, public sector sales accounted for 51% of
the total, compared to 54% last year, while sales in the private
sector increased from 46% to 49%. In FY05, the Group had
several important wins in public sectors which included new
outsourcing and multi-vendor maintenance support contracts for
various government and quasi-government bodies. The private
sector also saw improved performance particularly in banking
and finance, and hospitality industries.

Business activities outside of Hong Kong showed growth, with
overseas business increasing by 16% compared to last year,
totaling HK$8.4 million. This represented 6.4% of the Group’s
total turnover for the year.
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Business Review

During the year, there was more emphasis towards delivery of
recurrent income sales which included managed services which
also provide IT infrastructure outsourcing and facilities
management, network operations, desktop computing and data
centre management. In providing these services, the Company
may supply the personnel, equipment, systems and solutions
required depending on the needs of customers. This shared-
services model enables the Company and customers to achieve
economies of scale. Income from managed services is an
important source of recurring revenue to the Company. The new
public sector managed services contracts mainly have terms of
three years, thereby securing a stable revenue platform upon
which the Group’s business can be further developed.

Business in the private sector has also been encouraging. The
Group has benefited from increasing demands for IT services

particularly from the banking and finance and hospitality sectors.

Overall, turnover for services sales during the year comprised
34.6% of the total turnover. Contracts for turnkey systems
secured by the Group include: Hotel Management Systems

for four new hotels in China and one in Hong Kong, a Club
Management System for a new project in Taiwan and Document
Management Systems to support the operations of a large legal
institution in Hong Kong, as well as a Japan-based
manufacturing company.

Activities outside of Hong Kong showed positive growth with
significant projects completed in FY05, including the setting up
of an IT infrastructure for the e-Ticketing System of Macao 4th
East Asian Games, and the provision of IT support services for
800 users for an international bank in Thailand.
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A key development this year was the Group’s completion of

the acquisition of ELM Computer Technologies Limited,

thereby turning it into a wholly owned subsidiary. This will
enable the Group to consolidate its market position and expand
local distribution networks in IBM midrange computer and
software product sales, as well as being instrumental in the
implementation of software and infrastructure solutions in

Hong Kong.

Dynamics of the Business

The economy continues to play a key role in the Group’s private
sector business. The current healthy environment is expected to
result in the continuing development of new projects in the
private sector.

The public sector line of business remains closely tied to the
Hong Kong Government’s IT strategy. Depending on the level of
IT infrastructure investment budgeted for the year, it can be seen
that government as our major client plays an important role in the
Group’s public sector business.

Another factor that is expected to impact the profitability of the
Group is the increasing cost of wages and recruitment within the
Group’s industry sector. As of 31st March, 2005, the Group,
excluding associates, employed approximately 944 permanent
and contract staff in Hong Kong, Macau, Taiwan and Thailand.
Employees are remunerated based on performance, experience
and the prevailing market conditions, with bonuses granted on a
discretionary basis. Other employee benefits include mandatory
provident fund, insurance, medical coverage and share options
scheme.

The Group ended the year with a net cash balance of HK$345.4
million.

Prospects

Looking forward to the coming year and beyond, the Group
expects to consolidate on its achievements by focusing on
several main areas of business, such as developing and selling
solutions and services offered to specific target customers in
particular industry sectors. The Group is continuing to strengthen
relationships with technology vendors, seeking to better align
respective business strategies and offerings. By focusing on
providing higher margin integral solutions to clients, the Group
will consolidate its position within the higher levels of the value
chain.

The Group will also continue to invest in human capital. With an
established and stable management team already in place,
strategies are being formulated to expand the workforce skill-
base through specialist training for employees in specific areas of
expertise, further developing their industrial domain knowledge.
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Automated Systems (HK) Limited, the Group’s major subsidiary is
currently adopting the Capability Maturity Model Integration
(CMMI) system, a widely recognized best practice model for the
IT Industry. In addition, two of our major divisions have attained
quality certifications for ISO 9001 since 1999 and 2000, and our
target is to integrate all quality related processes into one
certificate.

The Group will continue to explore opportunities to deliver proven
solutions in markets outside of Hong Kong, where notable
successes to date have shown there to be potential. This will
improve the Group’s overall standing in its industry, continue its
move up in the value chain and enable us to seek new growth
opportunities.

Financial Resources and Liquidity

As at 31st March, 2005, the Group’s total assets of HK$784.7
million were financed by current liabilities of HK$307.9 million,
deferred tax of HK$9.4 million and shareholders’ equity of
HK$467.4 million. The Group had a working capital ratio of
approximately 2.04:1.

As at 31st March, 2005, the Group had an aggregate composite
banking facilities from banks of approximately HK$359.6 million
of which HK$28.8 million was utilized (31st March, 2004:
HK$47.0 million). The Group’s gearing ratio was 2.8% (31st
March, 2004: 3.9%) as at 31st March, 2005.

There was no charge on the Group’s assets as at 31st March,
2005.

Treasury Policies

The Group generally financed its operations with internally
generated resources and credit facilities provided by banks in
Hong Kong. Bank facilities used by the Group included trust
receipt loans, overdrafts and term loans. The interest rates of
most of these are fixed by reference to the respective countries’
Interbank Offer Rate. Both bank deposits and borrowings are
mainly in Hong Kong dollars and United States dollars (“US
dollars”).

Foreign Exchange Exposure

The Group mainly earns revenue and incurs costs in US dollars
and Hong Kong dollars. Foreign exchange exposure of the
Group will continue to be minimal as long as the policy of the
Government of the Hong Kong Special Administrative Region to
link the Hong Kong dollars to the US dollars remains in effect.
There was no material exposure to fluctuations in exchange
rates, and therefore no related hedging financial instrument was
applied during the year ended 31st March, 2005.
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Contingent Liabilities

Corporate guarantee to banks and vendors as security for
banking facilities and goods supplied to the Group amounted to
approximately HK$55 million. The performance bond issued by
the Group to customers as security of contract was
approximately HK$16 million.

Major Customers and Suppliers

During the year, the five largest customers and single largest
customer of the Group accounted for approximately 12.5% and
4.1%, respectively, of the Group’s revenue. The five largest
suppliers and single largest supplier of the Group accounted for
approximately 51.9% and 13.6%, respectively, of the Group’s
purchases.

At no time during the year did a director, an associate of a
director or a shareholder of the Company (which to the
knowledge of the directors owns more than 5% of the
Company’s issued share capital) have an interest in any of the
Group’s five largest customers or suppliers.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from
22nd July, 2005 to 26th July, 2005, both days inclusive, during
which period no transfer of shares will be effected. In order to
qualify for the final and special dividends, all completed transfer
forms accompanied by the relevant share certificates must be
lodged with the Company’s registrars, Tengis Limited at G/F
Bank of East Asia Harbour View Centre, 56 Gloucester Road,
Wanchai, Hong Kong, for registration not later than 4:30 p.m. on
21st July, 2005. The dividend warrants will be despatched on or
before 15th August, 2005.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year ended 31st March, 2005, neither the Company
nor any of its subsidiaries has purchased, sold or redeemed any
of the Company’s listed securities.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed auditing, internal control and financial reporting
matters including the review of the audited annual results.

By Order of the Board
LAI Yam Ting
Managing Director

Hong Kong, 20th May, 2005
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