GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

The addresses of the registered office and principal place
of business of the Company are disclosed in the Corporate
Information of the annual report.

The financial statements are presented in Hong Kong
dollars, which is the functional currency of the company
as the Company is a public company incorporated in
Bermuda with the shares listed in the Stock Exchange,
where most of its investors are located in Hong Kong.
The majority of the Company’s subsidiaries are operated
in the Mainland China with Renminbi as their functional
currency.

The principal activity of the Company is investment
holding. The principal activities of its subsidiaries and
associates are set out in notes 40 and 20 to the financial
statements respectively.
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2.

BASIS OF PREPARATION

(a)

In preparing the financial statements, the directors
have given consideration to the future liquidity of
the Group in the light of its consolidated loss
attributable to shareholders of HK$1,210,000 for the
year ended 31 March 2006 and net current liabilities
of HK$29,101,000 and deficiency of shareholders’
fund of HK$25,956,000 as at 31 March 2006. As
stated in note 26 to the financial statements, the
Group had borrowings totaling HK$40,911,000.

Against this background, the Group is negotiating
with its creditors to reschedule the repayment terms
of the existing borrowings and is in the process of
negotiating with the bondholder to extend the
maturity date of the convertible bonds, so as to
improve its financial position, liquidity and cash flows.

In view of the above measures being taken to
restructure the Group’s indebtedness, the directors
are of the opinion that these financial statements
should be prepared on a going concern basis.

The consolidated financial statements have been
prepared in accordance with accounting principles
generally accepted in Hong Kong and comply with
Hong Kong Financial Reporting Standards (“HKFRSs"),
Hong Kong Accounting Standards (“HKASs”) and
Interpretations (“INT") (hereinafter collectively referred
to as "HKFRSs”) issued by the Hong Kong Institute
of Certified Public Accountants. The financial
statements are prepared under the historical cost
convention except for financial instruments, which
are measured at revalued amounts or fair values, as
explained in the accounting policies set out below.
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3.

IMPACT OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

In the current year, the Group adopted the new/revised

standards and interpretations of HKFRS below, which are

relevant to its operations.

HKAS 1
HKAS 2
HKAS 7
HKAS 8

HKAS 10
HKAS 12
HKAS 14
HKAS 16
HKAS 17
HKAS 18
HKAS 19
HKAS 21

HKAS 23
HKAS 24
HKAS 27

HKAS 28
HKAS 32

HKAS 33
HKAS 36
HKAS 37

HKAS 38
HKAS 39

HKAS-Int 15

HKFRS 2

HKFRS 3

Presentation of Financial Statements

Inventories

Cash Flow Statements

Accounting Policies, Changes in
Accounting Estimates and Errors

Events after the Balance Sheet Date

Income Taxes

Segment Reporting

Property, Plant and Equipment

Leases

Revenue

Employee Benefits

The Effects of Changes in Foreign
Exchange Rates

Borrowing Costs

Related Party Disclosures

Consolidated and Separate Financial
Statements

Investments in Associates

Financial Instruments: Disclosure and
Presentation

Earnings per Share

Impairment of Assets

Provisions, Contingent Liabilities and
Contingent Assets

Intangible Assets

Financial Instruments: Recognition and
Measurement

Operating Leases — Incentives

Share-based Payment

Business Combinations

Notes to Financial Statements
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3. IMPACT OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS (continued)

The adoption of HKASs 1, 2, 7, 8, 10, 12, 14, 16, 17, 18,
19, 21, 23, 24, 27, 28, 32, 33, 36, 37, 39 and HKAS-Ints
15 did not result in substantial changes to the Group’s
accounting policies. In summary:

— HKAS 1 has affected the presentation of minority
interests, share of net after-tax results of associates
and disclosures.

- HKASs 2, 7, 8, 10, 12, 14, 16, 17, 18, 19, 23, 27,
28, 32, 33, 37, 39 and HKAS-Ints-15 has no material
effect on the Group's policies.

— HKAS 21 had no material effect on the Group’s policy.
The functional currency of each of the consolidated
entities has been re-evaluated based on the guidance
to the revised standard.

— HKAS 24 has affected the identification of related
parties and some other related-party disclosures.

The adoption of HKFRS 2 has resulted in a change in the
accounting policy for share-based payments. Until 31
March 2005, the provision of share options to employees
did not result in an expense in the income statement.
Effective on 1 January 2005, the Group expenses the fair
value of share options in the income statement. The Group
has adopted the transitional provisions of HKFRS 2 under
which the new measurement policies have not been
applied to (i) options granted to employees on or before
7 November 2002; and (ii) options granted to employees
after 7 November 2002 but which had vested before 1
April 2005.
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IMPACT OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

As the Group did not have any employee share options
which were granted during the period from 7 November
2002 to 31 December 2004 but had not yet vested as at
1 April 2005, the adoption of HKFRS 2 has had no impact
on the accumulated losses as at 31 March 2005 and at
31 March 2006.

The adoption of HKFRS 3, HKAS 36 and HKAS 38 has
resulted in a change in the accounting policy for goodwill.
Until 31 March 2005, goodwill was:

— amortised on a straight line basis over its estimated
useful life; and

— assessed for an indication of impairment at each
balance sheet date.

In accordance with the provisions of HKFRS 3:

— The Group ceased amortization of goodwill from 1
April 2005;

— Accumulated amortization as at 31 March 2005 has
been eliminated with a corresponding decrease in
cost of goodwill;

— From the year ended 31 March 2005 onwards,
goodwill is tested annually for impairment, as well

as when there is indication of impairment.

All changes in the accounting policies have been made in
accordance with the provision of the respective standards.
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4. IMPACT OF ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL REPORTING
STANDARDS

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

HKAS 1 (Amendment) Capital disclosures’

HKAS 19 (Amendment) ~ Actuarial gains and losses, group plans
and disclosures?

HKAS 21 (Amendment) ~ Net investment in a foreign operation?

HKAS 39 (Amendment)  Cash flow hedge accounting of forecast
intragroup transactions?

HKAS 39 (Amendment) The fair value option?

HKAS 39 and HKFRS 4

(Amendment)

Financial guarantee contracts?

HKFRS 1 (Amendment) First-time adoption of Hong Kong

Financial Reporting Standards?

HKFRS 6 Exploration for and evaluation of mineral
resources?
HKFRS 7 Financial instruments: Disclosures’

HK(IFRIC) - INT 4 Determining whether an arrangement

contains a lease?
HK(IFRIC) - INT 5 Rights to interests arising from
decommissioning, restoration and
environmental rehabilitation funds?
HK(IFRIC) - INT 6 Liabilities arising from participating in a
specific Market - Waste electrical and
electronic equipment?
HK(IFRIC) - INT 7 Applying the restatement approach under
HKAS 29 Financial Reporting in

Hyperinflationary Economies?
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IMPACT OF ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HK(IFRIC) - INT 8 Scope of HKFRS 2°

HK(IFRIC) = INT 9 Reassessment of embedded derivatives®

HK(IFRIC) = INT 10 Interim financial reporting and

impairment”

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

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

9 Effective for annual periods beginning on or after 1 December
2005.

4 Effective for annual periods beginning on or after 1 March
2006.

5 Effective for annual periods beginning on or after 1 May 2006.

g Effective for annual periods beginning on or after 1 June 2006.

Z Effective for annual periods beginning on or after 1 November
2006.

SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidation

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

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.

All significant intercompany transactions and balances
within the Group are eliminated on consolidation.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

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

Goodwill

Goodwill arising on acquisitions prior to 1 January 2005.

Goodwill arising on an acquisition of a subsidiary for which
the agreement date is before 1 January 2005 represents
the excess of cost of acquisition over the Group’s interest
in the fair value of the identifiable assets and liabilities of
the relevant subsidiary at the date of acquisition. Such
goodwill is carried at cost less amortization and any
accumulated impairment losses.

For previously capitalized goodwill arising on acquisition,
the Group has discontinued amortisation from 1 April
2005 onwards, and such goodwill is tested for impairment
annually, and whenever there is an indication that the
cash generating unit to which the goodwill relates may
be impaired.

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalized is included in the
determination of the amount of profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Associated companies

The results and assets and liabilities of associates are
incorporated in these financial statements using the equity
method of accounting except when the investment is
designated as at fair value through profit or loss upon
initial recognition (in which case it is accounted for under
HKAS 39 Financial Instruments: Recognition and
Measurement) or when the investment is classified as held
for sale (in which case it is accounted for under HKFRS 5
Non-current Assets Held for Sale and Discontinued
Operations (“HKFRS 5”)). Under the equity method,
investments in associates are carried in the consolidated
balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of the profit or loss and of
changes in equity of the associate, less any identified
impairment loss. When the Group’s share of losses of an
associate equals or exceeds its interest in that associate
(which includes any long-term interests that, in substance,
form part of the Group’s net investment in the associate),
the Group discontinues recognising its share of further
losses. An additional share of losses is provided for and a
liability is recognised only to the extent that the Group
has incurred legal or constructive obligations or made
payments on behalf of that associate.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of
the Group’s interest in the relevant associate.

Revenue recognition
Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the

revenue can be measured reliably on the following bases:

Sales of goods are recognised when goods are delivered
and title has passed.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

Integration services, services income and contract income
are recognised upon receipt of acceptance from outside
customers.

Interest income is recognised on a time proportion basis,
taking into account the principal amounts outstanding
and the interest rates applicable.

Dividend income from investments is recognised when
the shareholder’s rights to receive payment is established.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment
losses. Depreciation is provided to write off the cost of
property, plant and equipment over their estimated useful
lives, using the straight-line method, at the following rates
per annum:

Building 2% t0 4%

Leasehold improvements 20% or over the terms of
the lease, whichever is the
shorter

Furniture, fixtures and

office equipment 20%

The gain or loss arising on the disposal or retirement of
an asset is determined as the difference between the sale
proceeds and the carrying amount of the asset and is
recognised in the income statement.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments

Financial assets and financial liabilities are recognized 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 recognized immediately in profit
or loss.

Financial assets

The Group’s financial assets mainly include financial assets
at fair value through profit or loss.

Financial assets at fair value through profit or loss has
two subcategories, including financial assets held for
trading and those designated at fair value through profit
or loss on initial recognition. At each balance sheet date
subsequent to initial recognition, financial assets at fair
value through profit or loss are measured at fair value,
with changes in fair value recognized directly in profit or
loss in the period in which they arise.

Notes to Financial Statements

Bt %% o= MY RE

TEEHBR (@)

€RITE
E—XEBRRKAIEGHKZ

— T AREERABRAERERE
ErsREE - 2REERERAR
NP AREBEFE - KBEHEITE
MEERTREBBEEREGHZIRHK
R(EBBaRRAANBEREZS
MEEREBEBERIN IR TR
REMAZREEXERABZIARN
EBE ZINecHEESIECREBEZR
AREENR (HER) - WBEBER
REAANBEREZSREEND R
BEEREBHZRZRA EFRIK
m RN ER

TREE

SECZERMEETEABBRSEREA
REEREZEMEE-

ERBEREANBEREZERE
E@SSMBE BEFKEEEZSR
BERRVIZHERES D QB BER
REAANBEREZERMEE -V
THARZBEGER BRBEHEK
BARBEREZERMEERAAE
B8 AABEEFHUAREMEL
HRERmRERER

49



50

Notes to Financial Statements

Bt 1 8ok M &

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities and equity

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

Borrowings

Bank borrowings are subsequently measured at amortised
cost, using the effective interest method. Any difference
between the proceeds (net of transaction costs) and the
settlement or redemption of borrowing is recognised over
the term of the borrowings.

Other financial liabilities

Other financial liabilities including creditors and bills
payable 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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities and equity (continued)

Derivatives

Derivatives that do not qualify for hedge accounting are
deemed as financial assets/financial liabilities held for
trading and are measured at fair value with fair value
changes recognised in profit or loss, except for derivative
instruments which are linked to and must be settled by
delivery of unquoted equity instruments whose fair value
cannot be reliably measured and such derivative
instruments are stated at cost less impairment, if
applicable.

Derecognition

Financial assets are derecognized 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 recognized directly in equity is
recognized in profit or loss.

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 derecognized and the consideration received or
receivable is recognized in profit or loss.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost of inventory is based on the specific
identification cost formula and comprises all cost of
purchase, cost of conversion and other costs incurred in
bringing the inventories to their present location and
condition.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of assets

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible 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 is subsequently reversed, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, such that the increased
carrying amount does not exceed the carrying amount
that would have determined had no impairment loss been
recognised for the asset in prior years. A reversal of an
impairment loss is recognised as income immediately.

Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation.
Provisions are measured at the directors’ best estimate of
the expenditure required to settle the obligation at the
balance sheet date, and are discounted to present value
where the effect is material.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

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

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding
tax base used in the computation of taxable profit, and is
accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all
taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable
profits will be available against which deductible
temporary differences can be utilized. Such assets and
liabilities are not recognised if the temporary difference
arises goodwill or from the initial recognition (other than
in a business combination) of other assets and liabilities
in a transaction that affects neither the taxable profit nor
the accounting profit.

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

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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

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

Leased assets

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Rentals applicable to such
operating leases are charged to the income statement on
the straight-line basis over the lease terms.

Foreign currencies

(@) Functional and presentation currency

Items included in the accounts of each of the Group’s
entities are measured using the currency of the
primary economic environment in which the entity
operates (“the functional currency”). The consolidated
financial statements are presented in Hong Kong
dollars (“HKD"), which is the functional currency of
all the entities comprising the Group and the
presentation currency of the Company.

(b) Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates
prevailing at the dates of transactions. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies
are recognised in the income statement.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Retirement benefit schemes

The Group operates a defined contribution retirement
benefits scheme (the Mandatory Provident Fund (“MPF"))
under the MPF Schemes Ordinance, for all of its employees
who are eligible to participate in Hong Kong.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the income
statement as they become payable in accordance with
the rules of the scheme. The assets of the scheme are
held separately from those of the Company in an
independently administered fund.

The employees of the Group’s subsidiaries which operate
in the People’s Republic of China (the “PRC") are required
to participate in the retirement benefits schemes (the “PRC
RB Schemes”) operated by the respective local municipal
government in provinces of the PRC that the Group’s
subsidiaries operate. These subsidiaries are required to
contribute a certain percentage of their payroll costs to
the PRC RB Schemes to fund the benefits. The only
obligation of the Group with respect to the PRC RB
Schemes is to pay the ongoing required contributions
under the PRC RB Schemes. Contributions under the PRC
RB Schemes are charged to the income statement as they
become payable in accordance with the rule of the PRC
RB Schemes.

Borrowing costs

All borrowing costs are recognised as expenses in the
year in which they are incurred.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting policies
which are described in Note 5, management has made
the following judgements that have significant effect on
the amounts recognised in the financial statements. The
key assumptions concerning the future and other key
sources of estimation uncertainty at the balance sheet
date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are also discussed below.

Allowance for bad and doubtful debts

The policy for allowance of bad and doubtful debts of
the Group is based on the evaluation of collectability and
aged analysis of accounts and on management’s
judgement. A considerable amount of judgement is
required in assessing the ultimate realisation of these
receivables, including the current creditworthiness and the
past collection history of each customer. If the financial
conditions of customers of the Group were to deteriorate,
resulting in an impairment of their ability to make
payments, additional allowances may be required.
Allowance for bad and doubtful debts of approximately
HK$315,000 was made for the year ended 31 March 2006
(2005: HK$14,790,000)

Allowance for inventories

The management of the Group reviews an aged analysis
at each balance sheet date, and makes allowance for
obsolete and slow-moving inventory items identified that
are no longer suitable for use in production. The
management estimates the net realisable value for such
raw materials based primarily on the latest invoice prices
and current market conditions. The Group carries out an
inventory review on a product-by-product basis at each
balance sheet date and makes allowance for obsolete
items. Allowance for inventories of approximately
HK$1,845,000 was made for the year ended 31 March
2006 (2005: HK$2,044,000).
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Contingent liabilities in respect of litigations and
claims

The Group has been engaged in a number of litigations
and claims in the past. Contingent liabilities arising from
these litigations and claims have been assessed by
management with reference to legal advice. Provisions
on the possible obligation, if appropriate, are made based
on management’s best estimates and judgements.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments include trade and
other receivables, bank balances and cash, trade and other
payables and borrowings. Details of these financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments and the policies
on how to mitigate these risks are set out below. The
management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely
and effective manner.

Currency risk

Several subsidiaries of the Company have foreign currency
sales and borrowings denominated in foreign currencies
which expose the Group to foreign currency risk. 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.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Fair value interest rate risk

The Group's fair value interest rate risks and cash flow
interest rate risk relate primarily to fixed-rate and variable-
rate borrowings, respectively (see Note 26 for details of
these borrowings). The Group currently does not have an
interest rate hedging policy. However, the management
monitors interest rate change exposure and will consider
hedging significant interest rate change exposure should
the need arise.

Credit risk

The Group’s maximum exposure to credit risk in the event
of the counterparties failure to perform their obligations
as at 31 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. In order to
minimise the credit risk, the Group reviews the recoverable
amount of each individual trade debt at each balance
sheet date to ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard, the
Directors of the Company consider that the Group’s credit
risk is significantly reduced.

The Group has no significant concentration of credit risk,
with exposure spread over a number of counterparties
and customers.

Liquidity risk

The Group exposed to significant liquidity risk as at the
balance sheet date, it is in net current liabilities of
HK$29,101,000. The Group’s objective is to maintain a
balance between continuing of funding and flexibility
through the use of other borrowings. The Group’s policy
is to minimize borrowings as part of the working capital.
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TURNOVER 8. EXH

Turnover represents the net amounts received and EEERASERIINABERTLERY
receivable for goods sold and services provided by the KR AR 7% 2 B U % E W SR I8 5 EE -
Group to outside customers during the year and is Bt T

summarised as follows:

2006 2005

HK$'000 HK$°000

FET FHET

Sales and integration services HERLGE R 63,242 105,054
Services income AR 7% W 2 13,842 31,697
Contract income & H = 145 529

77,229 137,280
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Business segments

BUSINESS AND GEOGRAPHICAL SEGMENTS

For management purposes, the Group is currently

organised into three operating divisions — sales and

integration services, services income and contract income.

These divisions are the basis on which the Group reports

its primary segment information.

Principal activities are as follows:

Sales and integration -

services

Services income -

Contract income -

income from sales and
service, provision of
integration services of
computer and communication
systems
income from design,
consultation, production of
information system software
and management training

services

income in connection with
the sale of communication
systems equipment for
intelligent buildings and
provision of installation

services
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BUSINESS AND GEOGRAPHICAL SEGMENTS 9. ¥EMBKibiE oI (&)
(continued)

Business segments (continued) XK (&)
Segment information about these business is presented WEXB2OREMZINMT:
below:
Consolidated Income Statement GmelkaER
Sales and
integration Services Contract
services income income Consolidated
HER
RERE BR 7% W 25 A8 W =24
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET

TURNOVER L
External sales BES:ES 63,242 13,842 145 77,229
SEGMENT RESULTS PHEE (6,299) 5,516 124 (659)
Unallocated corporate income FAOBRDAMA 9,662
Unallocated corporate expenses FABARRAY (7,195)
Profit from operations RBEXBEF 1,808
Finance costs BERA (2,718)
Share of results of associates MO E AR EE (90)
Loss before taxation BB A EE (1,000)
Taxation WA (388)

Loss for the year KEEE (1,388)



Notes to Financial Statements

Bt %% 4R = MY RE

9. BUSINESS AND GEOGRAPHICAL SEGMENTS 9. EMKiid oI (&)
(continued)

Business segments (continued) EXoE(BE)
Other information H & B
Sales and
integration Services Contract
services income income Others Consolidated
HER
GARE PR % W & AHWE i &a

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER FER

Capital additions ERER 6 1 - - 7
Depreciation il 537 118 1 23 679
Allowance for REMEE

obsolete inventories REER 1,511 331 3 = 1,845
Allowance for other receivables  E ft el R IB & 258 56 1 - 315

Loss on disposal of property,  HENE BE R
plant and equipment HEHR 11 2 - - 13
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BUSINESS AND GEOGRAPHICAL SEGMENTS 9. ¥EMBKibiE oI (&)
(continued)

Business segments (continued) XK (&)
As at 31 March 2006 A 200653 H31H
Consolidated Balance Sheet REEEEEBX
Sales and
integration Services Contract
services income income Consolidated
HER
BERE BR 3% &% SH W E =24
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
ASSETS BE
Segment assets NHEE 79,614 17,846 183 97,643
Unallocated corporate assets ROBRAAEE 46,093
Consolidated total assets DABEE 143,736
LIABILITIES a8 &
Segment liabilities NHAE 83,991 20,923 193 105,107
Unallocated corporate liabilities *AEARBE 64,585
Consolidated total liabilities DABAafk 169,692
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9. BUSINESS AND GEOGRAPHICAL SEGMENTS 9. EMKiid oI (&)
(continued)

Business segments (continued) EXoE(BE)
Consolidated Income Statement meEWER
Sales and
integration Services Contract
services income income  Consolidated
HER
RERE R W& A HME e
HK$'000 HK$'000 HK$'000 HK$'000
FET FAET FAET FAEL
TURNOVER EXH
External sales BES:EE 105,054 31,697 529 137,280
Segment results PHEE (10,329) 9,209 17 (1,103)
Unallocated corporate expenses FOEARRY (10,917)
Loss from operations BEXBER (12,020)
Finance costs BEKK (2,454)
Share of results of associates R UNCIEF 791
Loss before taxation BEAEE (13,683)
Taxation HE (22)

Loss for the year AEFRE (13,705)
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BUSINESS AND GEOGRAPHICAL SEGMENTS

(continued)

Business segments (continued)

Other information

Capital additions
Depreciation and amortisation
Allowance for
obsolete inventories
Allowance for other receivables
Impairment loss recognized in
respect of property, plant
and equipment

BN
REREH
RRRE
FE%E
EENRERE
nE BEL
EYpAAE

Sales and
integration
services
HER
e k%
HK$'000
TAT

49
1,638

1,564
9,753

382
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9. B R o (&)

Services
income

s i
HKS$'000
TEL

42
497

472
2,942

Contract
income

Al
HK$ 000
TEL

49

B (&)

Others  Consolidated

Hit &4
HK$'000 HK$000
TET TAT
- 91

1,151 3,29

- 2,044

2,046 14,790

- 499

2006 Annual Report ® 2006<F s

65



Notes to Financial Statements

Bt %% 4R = MY RE

9. BUSINESS AND GEOGRAPHICAL SEGMENTS 9. EMKiid oI (&)
(continued)

Business segments (continued) EXoE(BE)
As at 31 March 2005 A 200563 H31H
Consolidated Balance Sheet HEBEARBR
Sales and
integration Services Contract
services income income  Consolidated
HER
RERE R W& XAl & 24
HK$'000 HK$'000 HK$'000 HK$'000
FET FAET FAET FAETL
ASSETS BE
Segment assets NHEE 112,153 35,166 565 147,884
Unallocated corporate assets APERAIBE 39,265
Consolidated total assets DABEE 187,149
LIABILITIES BfE
Segment liabilities NHAE 117,987 36,234 594 154,815
Unallocated corporate liabilities APERAIBE 56,902
Consolidated total liabilities DABAafk 211,717
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BUSINESS AND GEOGRAPHICAL SEGMENTS 9.

(continued)

Geographical segments

No geographical segment analysis is provided as
substantially all of the Group’s turnover and contribution
to results were derived from the People’s Republic of
China.

The following is an analysis of the carrying amount of
segment assets and additions to property, plant and
equipment, analysed by the geographical area in which
the assets are located.

Bt %% o= MY RE

E 958 5= NE )

b 35 2 &P

AEEBERBOEXRBREERRD
R B B B 3 SR I 0 B R
Do

ATTAREERBERDE BE
KEBZIBAN RBBEEMEME
BT

Carrying amount of Additions to property,
segment assets plant and equipment
ME-BER
PHEEZREE R 2 BAH
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
FERT FET FERT FET
Hong Kong &% 37,837 31,719 - -
PRC, excluding Hong Kong BB TEERS 105,899 155,430 7 91
143,736 187,149 7 91
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10. OTHER OPERATING INCOME

Other operating income comprises:

Bank interest income

Dividend income from financial
assets at fair value through
profit and loss

Exchange gain

Other operating income

Unrealised holding gain on
financial assets at fair value
through profit and loss

Waiver of borrowings

10. Efb & & W =

THE GROUP
rEH
2006 2005
HK$’000 HK$'000
FET FET
|ITH BB A 24 10
FREREKRERAANEE
REZEREERN
I B A 293 391
PE 5, I 25 11 8
H At 45 & I 2 1,420 605
FHRERE
BEARBEREZCHEEDN
IR A 9,106 1,208
BERNRE 2,057 -
12,911 2,222
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11. PROFIT/(LOSS) FROM OPERATIONS 1. KEEKER (Fi8)

THE GROUP
rEE
2006 2005
HK$°000 HK$'000
FET FET
Profit/(Loss) from operations has KEXBATF, (EE)
been arrived after charging: EHRTISEES:
Allowance for obsolete inventories $Z2EXR EE 17 & X 1,845 2,044
Allowance for other receivables H th & U BR T8 B 4 315 14,790
Auditors’ remuneration %S & 400 400
Depreciation of property, plant IER =N
and equipment REZITE 679 1,266
Amortisation of goodwill 7 2 5 3 - 2,028
Loss on disposal of property, HEME -BE R
plant and equipment w2 EE 13 -
Realised loss on financial assets at FEEBEZKREAALEBERER
fair value through profit and loss & RIEEMNC B EIE 265 221
Impairment loss recognized in mE- -HWER
respect of property, plant and REBEEER 2 REBE
equipment - 499
Staff costs (including directors’ BIXK (BIEES
emoluments — note 13) B — FMtEE13)
— salaries and allowance ¥re KoRRL 10,450 14,873
— provident fund contributions RABAGE RRESHK 61 184
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12. FINANCE COSTS

Interest on bank overdrafts
Interest on borrowings wholly
repayable within five years
Loan arrangement and

restructuring charges

RITERREX
ARAEFAEBH
BEZEER

ERRHREHEER

12. B A

THE GROUP
AEE
2006 2005
HK$°000 HK3$'000
TET TET
4 -
2,714 2,071
- 383
2,718 2,454
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13. DIRECTORS’ EMOLUMENTS 13.E5M<

AEE ENRENESEHETES

The aggregate amounts of emoluments paid and payable

to directors of the Company during the year are as follows:

PR € AR T

Salaries and Provident 2006
other fund Total
Fees benefits contribution emoluments
HFeR RKEH 20065
e Hih@H #®BESEXR ML
HK$’000 HK$'000 HK$'000 HK$'000
Name of director EENRS FET FET FET FET
Executive directors HITEZRE
Zou Yishang FE e - 2,000 12 2,012
Chow King Kin, Theresa F=E = 624 12 636
Hu Jian B O - 120 58 178
Cui Jingya EFD - 110 - 110
Zou Yicheng &K - 266 - 266
- 3,120 82 3,202
Independent non-executive directors BV FHTEE
Wang Xiangfei T AR 120 - - 120
Xu Xiaosheng BN 120 - - 120
Zhao Renwei AR - - - -
240 - - 240
Non-executive director HITEE
Weng Xianding SEE 240 - - 240
480 3,120 82 3,682
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13. DIRECTORS’ EMOLUMENTS (continued) 13. 55 < (&)

72

Salaries and Provident 2005
other fund Total
Fees benefits contribution emoluments
ek RIRE K 20054
we Hibighl @ESHR BEE
HK$000 HK3$'000 HK$'000 HK$'000
Name of director EEHS FEx FET FET FET
Executive directors HITESE
Zou Yishang PE o - 2,000 12 2,012
Chow King Kin, Theresa == = 624 12 636
Magdalene Halasz Magdalene Halasz - 372 - 372
Hu Jian o’ - 783 78 861
- 3,779 102 3,881
Independent non-executive directors B HHTTEE
Wang Xiangfei FAR 60 - - 60
Xu Xiaosheng ERN: 60 - - 60
Zhao Renwei HAR 50 = = 50
170 - - 170
Non-executive director HITEE
Weng Xianding SEE 894 - - 894
1,064 3,779 102 4,945




14. EMPLOYEES' EMOLUMENTS

Of the five individuals with the highest emoluments in
the Group, two (2005: four) were directors of the
Company whose emoluments are included in the
disclosures in note 13 above. The emoluments of the
remaining three (2005: one) individuals were as follows:
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14. EEM <

AEERAUESHFALT BERAU
(2005 : i) EF FEME 25F1B
ERWFHIBFRB-BR T = 2ME
(20054 : 1fiz) a0 F :

THE GROUP

REH
2006 2005
HK$’000 HK$'000
F#ET FEIT
Salaries and other benefits e & E i F 916 712
Provident fund contributions RIREN B R oa TR & Ha 22 23
938 735
Number of employees

EE®H
2006 2005

Their emoluments were within BEZHME AT
the following band: T3 & E

HK$ 1,000,000 or below 1,000,000/ JTEK A T 3 1
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15. TAXATION
Taxation charge comprises: M HBE:
Taxation in the PRC: A A IR
— current year —REE
Deferred tax: AT IA -
— charge for the year (note 28) —FEXH (HiF28)

No Hong Kong Profits Tax has been provided in the
financial statements as the Company has sustained a loss
for the year (2005: Nil).

Taxation in the PRC is calculated at the rates of taxation
prevailing in the PRC. Certain subsidiaries of the Group
operating in the PRC are eligible for certain tax exemptions
and concessions. Accordingly, PRC income tax has been
provided taking into account of these tax exemptions and
concessions.

15. ®BiI1E

THE GROUP
A%

2006 2005
HK$°000 HK$°000
FET FHT
220 22
168 =
388 22

B AR & B A B 6 E I EGR R OB
A T EREBFNERATERE
EE B & (2005F &) -

BB R R BT R R A B e A
ERG RS ETHBATLEL
EREEETHERE RER B
FEAEREH RRERERERE
% et B 4 o



15.

16.
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TAXATION (continued) 15. 18 (&)
The charge for the year can be reconciled to the loss per AEEMEL HAHELEREZRT
consolidated the income statement as follows: WEBIT :
2006 2005
HK$'000 HK$'000
FET FHET
Loss before taxation B A% A1 &5 18 (1,000) (13,683)
Tax at the applicable RERZHMETEZ
income tax rate I8 (175) (2,395)
Tax effect of expenses not TeEHBAZ 2
deductible for tax purposes mMBTE 4,248 8,883
Tax effect of income not taxable BAMTBA Z
for tax purposes mMBTE (4,380) (6,488)
Tax losses carried forward S EE 307 =
Deferred taxation EEBIE 168 =
Effect of PRC taxation FRRM 2 E 220 22
Taxation charge 7% 2 388 22
Details of deferred taxation are set out in note 28 to the BEEBIBFF BN M S WwEK M 728 o
financial statements.
LOSS PER SHARE 16. BIRE#E
The calculation of the basic loss per share is based on the EREABENZAFERRELE
loss attributable to shareholders of HK$1,210,000 (2005: 81,210,000 7t (20054 : /& 18
HK$13,737,000) and on weighted average number of 13,737,000 7T) N FRNB #E1TE R
ordinary shares in issue during the year of 1,391,162,483 % hnAE 59 201,391,162,4838% (2005
(2005: 1,391,162,483) shares. :1,391,162,4830%) st & -
Diluted loss per share amounts for the years ended 31 MR & E 20064 X 2005F3H318 Lt
March 2006 and 2005 have not been calculated because FERATEBREHSSRERNER
the share options outstanding during these years had an EREETE WHTRAEZSE
anti-dilutive effect on the basic loss per share. ErzE8RBEEEE-
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17. PROPERTY, PLANT AND EQUIPMENT 17. % - BERRZRE
THE GROUP AEE

Furniture,

Leasehold fixtures

improve-  and office

Building ments equipment Total
HENE BM-KER
BF R BWLAERE BnE

HK3$'000 HK3$'000 HK$'000 HK$'000
FET TET TET TET

COST B R

At 1 April 2004 M2004F 4818 2,267 66 6,213 8,546
Additions R - - 91 91
Write-off R - - (1) (1)
At 1 April 2005 200564 A 18 2,267 66 6,303 8,636
Additions 1R - - 7 7
Write-off HhE - - (155) (155)
Exchange adjustments EERHE 58 2 141 201
At 31 March 2006 M 2006F3H31H 2,325 68 6,296 8,689
DEPRECIATION nE

At 1 April 2004 R2004564R1H 690 - 4,014 4,704
Provided for the year AEFEE 122 66 1,078 1,266
Eliminated on write-off PA 3 % 65 1 85 - - (1) (1)
Impairment loss REEE 499 - - 499
At 1 April 2005 P2005F4 A 18 1,311 66 5,091 6,468
Provided for the year AEFREE 124 - 555 679
Eliminated on write-off PA 3 % 65 1 85 - = (131) (131)
Exchange adjustments EERHE 28 2 129 159
At 31 March 2006 R2006%3A31H 1,463 68 5,644 7,175
NET BOOK VALUE fR [ 3 B

At 31 March 2006 R2006%3A31H 862 - 652 1,514
At 31 March 2005 M 2005F3A31H 956 - 1,212 2,168
The building is situated in the PRC and held under medium MRPEZEFRUATHBE A

term lease. Ao
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17. PROPERTY, PLANT AND EQUIPMENT (continued) 17.ME-BERKE (&)

THE COMPANY

COST
At 1 April 2004 and at 1 April 2005
Write-off

At 31 March 2006
DEPRECIATION
At 1 April 2004

Charge for the year

At 1 April 2005
Eliminated on write-off

At 31 March 2006

NET BOOK VALUE
At 31 March 2006

At 31 March 2005

KA H

Furniture,
fixtures
and office
equipment
ER-HBR
WBAERME
HK$°000
FET

2N
R2004F 4818 K 200548 1H 71
e (71)
2006 3H31H =

e
200448 1H 63
REERHE 8
R2005%F4H1H 71
P R BE BRF it 8H (71)

7200653 H31H =

ARMEFE

A 20063 A31H _

20053 H31H -
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18. GOODWILL 18. B &
THE GROUP
AEE
HK$'000
FET
COST B AR
At 1 April 2004 and 1 April 2005 72004448 18 % 200544818 30,519
Elimination of accumulated amortisation B £E 44 & 4 B 75 3R 45 #E B 55 358
upon the application of HKFRS 3 (kS P 3 (8,200)
At 31 March 2006 720065 3HA31H 22,319
AMORTISATION e
At 1 April 2004 R2004%4H1H8 6,172
Amortise for the year NFE# 2,028
At April 1, 2005 72005448 18 8,200
Elimination of accumulated amortization B £E 44 & 4 B 75 3R &5 X B 55 358
upon application of HKFRS 3 #8225+ 8 8 (8,200)
At 31 March 2006 720065 3HA31H -
CARRYING AMOUNT BRMEE

At 31 March 2006 200653 H31H 22,319

At 31 March 2005 20056 3H31H 22,319
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19. INTERESTS IN SUBSIDIARIES 19. RMIB AR 2’ E

THE COMPANY

RKAA
2006 2005
HK$'000 HK$'000
FET FET
Unlisted shares, at cost A EHRAD AR ARE 108,202 108,202
Less: Impairment loss JB R B I 1 (108,192) (108,192)
10 10
Particulars of the Company’s subsidiaries as at 31 March N A B A RR2006663A31H 2
2006 are set out in note 40 to the financial statements. FHIBE R B S R K M 5T 40 o
20. INTERESTS IN ASSOCIATES 20. RtE NEl 2 =
THE GROUP
AEH
2006 2005
HK$’000 HK$'000
FET FE T
Share of net assets MBS RNR 2 BEFE 7.318 7,331
Discount on acquisition of Wis — B E AR 2T E
an associate (2,584) (2,584)
4,734 4,747
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20. INTERESTS IN ASSOCIATES (continued)

Details of the Group’s associates at 31 March 2006 are as

follows:

Name

L

ERENE/EM M
BEREERT

ERENIREBLRMARAA

Principal
Country of place of
establishment  operation
FS 3L 3t B RBHREL
PRC PRC
h hE
PRC PRC
h th

The summarized financial information in respect of the

Group’s associates is set out below:

Total assets
Total liabilities

Net assets

Group's share of associates’
net assets
Exchange adjustments
Less: Allowance for bad and
doubtful debt

BEHAE
BiERE

BEAE

AEE RS

it = X A B BE R E
E R B
B RIE R

NogHE N2

20. REEE N B 2w (8)

NEE 2B Z AR R2006F3A831H
ZEBWT:

Proportion of
nominal value

of registered capital
held by the Group

FEERE
BRABHELE

39%

25.5%

Nature of business

REME

Provision of telecommunication
infrastructure solution service

REBAERRBRR
EY b

Inactive

NEE

REBHBMERNTRZMBENBREN
T~

2006 2005
HK$'000 HK$'000
FET FEIT
50,567 49,416
(10,616) (10,176)
39,951 39,240
7,946 7,805
(628) (474)
(2,584) (2,584)
4,734 4,747
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20. INTERESTS IN ASSOCIATES (continued) 20. REE RNAl 2R (4E)
2006 2005
HK$’000 HK$'000
FET FET
Revenue A 8,674 8,684
(Loss)/Profit for the year REE (BER) B (453) 3,946
Group's share of associates’ AEBHSRBERNRAFE
(loss)/profit for the year 2 (B#8) /&8H (90) 791
21. INVENTORIES 21. &
THE GROUP
REH
2006 2005
HK$'000 HK$'000
FET FAEIT
Raw materials and consumables R & %8 #E G - 1,935
Work in progress £ 8 42,581 48,012
42,581 49,947
The raw materials and consumables are carried at net FEE R HFERTY AR #3RFE AR

realizable value.
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22.

23.

TRADE AND OTHER RECEIVABLES

According to the contracts entered into with trade
customers, an average of 90% of the contract revenue is
normally repayable within 90 days from the date of receipt
of customers’ acceptance, whereas the remaining 10%
of trade receivables represent retentions held by customers
which are normally due one year after project completed.
The following is an aging analysis of trade receivables
included in trade and other receivables at the balance
sheet date:

Trade receivables: E 5 ER
0 — 30 days 0Z30H

31- 90 days 31290H

Over 90 days 90H M E
Other receivables E b e W BR 30

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

Listed investments EWRE
— Equity shares in Hong Kong, —RBEBZRGL &M E

at market value

22. B 5 K H b fE W AR K

RERBESEPRILZAH T
0% 2B HWaE—RAERBEZEPZ
%iﬁﬁﬂﬁ_ﬁ%ﬂﬁqiﬁ'ﬁﬁﬁ%‘lt
10%E SRR EP A 2 IRiE
T — %,\EA/\HEW E&xai@ﬁu
TREIAAGERE S M E A EYRR
ZE%FH&EE ZBEMA K

THE GROUP
AEH

2006 2005
HK$’000 HK$'000
FET FET
1,044 3,190
842 4,350
23,531 44,657
25,417 52,197
18,472 30,012
43,889 82,209

23. ZRERRBEAANEBEEREZ

TREE

THE GROUP
rE
2006 2005
HK$'000 HK$'000
FET TETT

18,622 12,644




24.

25.

AMOUNTS DUE FROM RELATED COMPANIES

The amounts due are unsecured, interest-free and
repayable on demand.

TRADE AND OTHER PAYABLES

The following is an aging analysis of trade payables
included in trade and other payables at the balance sheet
date:

Trade payables: 2 ZEMNER:
0 - 90 days 0Z90H

91 -180 days 912 180H
Over 180 days 180H M E
Other payables H b & 1~ BR X

Notes to Financial Statements

Bt %% o= MY RE

24. BAEQA TR

fERFATEER BB RARE
S -

25. B 5 R E LB IRK

AR AGEEBE S REMERMIK

M Bl AT
THE GROUP
rE

2006 2005
HK$°000 HK3$'000
TET TET
2,984 3,443
5,618 1,480
40,353 66,764
48,955 71,687
50,389 59,469
99,344 131,156

&3



84

Notes to Financial Statements

Bt 1 8ok M &

26. BORROWINGS

Borrowings 9]

Analysed as: BRI
Secured BHHE R
Unsecured &

Borrowings are repayable: EEEZEE:
Within one year —FR
In the second to g

fifth years inclusive BErBRASF

Less: Amount due within one year HBER—FRER

shown under current liabilities AR 25
AERBARE
Balance due after one year BA—FRIMER

As described in note 2, the directors are of the opinion
that the Group can obtain the support from the creditors
to reschedule those loans for a further period of time.

Details of the assets of the Group pledged to secure
borrowings are set out in note 33 to the financial

statements.

26. £ &
THE GROUP THE COMPANY
*EEE &AF
2006 2005 2006 2005
HK$'000 HK$°000 HK$°000 HK$000
FET FE T FET FAT
40,911 41,867 8,049 9,969
2,700 4,331 - -
38,211 37,536 8,049 9,969
40,911 41,867 8,049 9,969
THE GROUP THE COMPANY
*EEE KAF
2006 2005 2006 2005
HK$'000 HK$°000 HK$°000 HK$000
FET FET FET FAT
16,886 22,881 8,049 9,716
24,025 18,986 - 253
40,911 41,867 8,049 9,969
(16,886) (22,881) (8,049) (9,716)
24,025 18,986 - 253

B

MM 2P EER A ANERE A
BERAXR EMERZFESRZ

AEEREERANGREEZEELZ
HBEN M B RERME33e



27. CONVERTIBLE BONDS

Pursuant to the subscription letter dated 20 May 1998
made between Baring Asia Flagship Investments B.V. and
the Company, the convertible bonds (the “Bonds”) in the
principal amount of US$6,000,000 (equivalent to
approximately HK$46,476,000) were issued by the
Company at the direction of Baring Asia Flagship
Investments B.V. on 30 June 1998 to Baring Asia
Investments Il B.V. The Bonds were transferred in or about
July 2000 to BAPEF Investments Il Limited (the
“Bondholder”).

The Bonds were, at the option of the Bondholder,
convertible on or after 1 July 1998 up to and including
30 June 2001, into fully paid ordinary shares of the
Company with a par value of HK$0.10, at an initial
conversion price of HK$0.588 per share, subject to
adjustment under certain events.

Unless previously redeemed, converted, purchased or
cancelled, the Company is required to redeem the Bonds
on the original maturity date at 133.75%. An amount of
US$2,400,000 (equivalent to approximately
HK$18,600,000) was cancelled upon repurchase by the
Company during the year ended 31 March 1999. As at
31 March 2000 and 31 March 2001, the outstanding
balance of the Bonds was US$3,600,000 (equivalent to
approximately HK$28,031,000).

Notes to Financial Statements
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27. TR R E S

1B #% Baring Asia Flagship Investments
B.V.EEAR QAR 1998F 58208 T2

RES RNAFIN1998F6A308 1%
Baring Asia Flagship Investments B.V.
Z IR BT £ %% 6,000,000% 7T
(B 446,476,000 L) Z Al 0%
&% ([E%]) FBaring Asia
Investments Il B.V. o &% E 7 20004
7 A 8 A1l % ¥ :# T BAPEF Investments ||
Limited (EFFHAL) °

REHFFBEAERE BHFAR1998F
7R1Bs 2% Z2001%F6 8308 ([&
FEZ B ) U PR E & R0.588%
T (AIREAEETEEHEMERE) L
AANTERAEECIOGETZHARYE
AR

BRIEZATE#ITHER X
HOBAARBEARRERERHAK
133.75% BRI EH - ARRREZE
1999 3 A 310 LEF & N 1THE B K
5T 84 £ 2,400,000% ¢ (B E ®K
#718,600,0007 7T ) ° 72000 3 A 31
HX2001F3A318 B5 2 A EEH
% & 3,600,000% T (# & R
#728,031,0005 7T ) °

BB E g

E
N
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27. CONVERTIBLE BONDS (continued) 27. IR E S (&)

86

On 7 June 2001, the Company entered into an agreement
with Able Technology Limited and the Bondholder
pursuant to which the maturity date of the convertible
bonds would be extended to 30 June 2003. The conversion
price has been revised to HK$0.25 per share, subject to
adjustment under certain events. The conversion time of
the Bonds is fixed at 31 December 2001, 30 June 2002,
31 December 2002 and 30 June 2003 (or such other time
as the Company and Bondholder may agree) to convert
US$900,000 (equivalent to approximately HK$7,020,000)
on each date. In addition, all accrued interest from 30
June 1998 to the completion of the agreement was waived
by the Bondholder in August 2001 upon issuance of 6.88
million ordinary shares of the Company to the Bondholder.
In accordance with the supplemental deed entered into
by the Company and the Bondholder on 9 August 2001,
subject to the due performance by the Company and
there being no event of default or potential event of
default, the Bonds will not bear any interest. In the
circumstances where there is any event of default or
potential event of default, interest will be payable on the
outstanding principal amount of the Bonds at 2% per
annum.

On 28 December 2001, approximately 30.7 million
ordinary shares of the Company at a conversion price of
HK$0.2366 were issued to the Bondholder to convert the
principal amount of Bonds of US$900,000 (equivalent to
approximately HK$7,020,000) together with the
administrative charges of US$31,770 (equivalent to
approximately HK$248,000).

On 30 June 2002, approximately 32.5 million ordinary
shares of the Company at a conversion price of HK$0.2236
were issued to the Bondholder to convert the principal
amount of Bonds of US$900,000 (equivalent to
approximately HK$7,020,000) together with the
administrative charges of US$31,770 (equivalent to
approximately HK$248,000).

2001 68 7H ° &K QX & - Able
Technology Limited 2 (& %458 A5 3L
—IHipaE B TRBRERFZEIHA
B = 20036 5308 IR EBED &
FAIRERO2SEBT (AIMBEAE TS
HMERRE) BEF 2 LBRERER
20014128318 200246 A 308
20024128318 M & 200346 HA30H
(HARAIRESFFEARGEREZ
HtwBH) TRESRELGBABLKB
900,000 7T (HH5 7 497,020,0007%
J0) o Uk SN B 1998F 6 A 308 E &
TEXZBZABREHNE BEWES
BB AL E TR R AF6,880,0008%
TR TEFFA AR R2001F8 A
TURBE-REBERAATEBESFAA
20018 A9REI 2 /iR #& (&
RAGIBEZBBITBRE R BB ALE
AMEBESBEBNOSHARER) &S
1B F B o LB A (MENSLE
EROEMHZ2BERT MEFAFER
2%IRAKREBEARSETE -

R2001F12 8288 » NA RILA K (8
023668 TMEBHFH A EIT
#730,700,000f& L@ A% - A KRN &
% £ 900,000% Tt (B & B
#97,020,000%7T) 2 BEH RITHE A
31,770% 7T (M8FE M 41248,000/8 7T) °

R 200268 30H * A A LA K #
02236 B TMEBHFFAAE
#932,500,000f& L@ A% - A KRR &
% £ 900,000k t (B E R L
7,020,000 L) 2 EH RITHRER
31,7703 7T (1857 49248,000%7T) ©



27. CONVERTIBLE BONDS (continued)

The Bondholder did not exercise the rights to convert the
principal amount of Bonds of US$1,800,000 which were
fixed to be converted on 31 December 2002 and 30 June
2003.

On 23 September 2003, the Bondholder agreed with the
Company to extend the maturity date of the outstanding
Bonds to 31 December 2005. Up to the date of this report,
the Company is still in the process of negotiating with
the Bondholder to extend the maturity date of the
outstanding bonds.

Changes in the balance of the convertible bonds are as
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27. AR E S (&)

BEHHA AR20024 128318 &
20036 A 308 2Bt i B B &
TE R H 127K 5 %81,800,000
ERZEFH

2003F9A23R EHFIFHAERLKA
AIREBLERMATEZES ZEHA
Z£ 2005 12A 318 - H & & #F 3R
H AARMNEREESFBE ARG
ERHTESH2BER-

AHRREFZERIEFHNT:

follows:
THE GROUP
& THE COMPANY
XEERAXRAF
USD’000 HK$'000
FET FET
equivalent
(B%E)
Balance as at 1 April 2005 R2005F 47818 &
and 31 March 2006 2006 3H31R 2 &6k 1,800 14,040
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28. DEFERRED TAXATION

THE GROUP

Balance at 1 April 2005
Charge to income statement

Balance at 31 March 2006

Neither the Group nor the Company had any other
significant unprovided deferred taxation for the year or

at the balance sheet date.

29. SHARE CAPITAL

Ordinary shares of HK$0.10 each

Authorised:
At 31 March 2005 and
31 March 2006

Issued and fully paid:
At 31 March 2005 and
31 March 2006

28. IEIERL 18

AKHE

M2005%F 4 A 18 2 & &
R = & Nk

200653 H 318 2 & &

Others
Htb
HK$'000
F#ET

1,229
168

1,397

AEERARBRFAXIREERY
BIMNERRBHEELEHRIEA

29. A
Number of Share
shares capital
&vig - gE| % 2%
‘000 HK$°000
F A FET
FRMEEC.10E T2 E B
ETE A
20053H318 &
20063 A 31H 3,000,000 300,000
BEEBITRAERA:
2005 3H318 &
20063 A 31H 1,391,163 139,116




30. SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was
adopted pursuant to a resolution passed on 22 January
2001.

Summary of the Scheme

(@) Purpose of the Scheme

The purpose of the Scheme is to provide incentives
and rewards to eligible participants who contribute
to the success of the Group and to retain the services
of the employees who will continue to make valuable
contribution to the Group.

(b) Participants of the Scheme

Pursuant to the Scheme, the Board may grant options
to any full-time employees of the Company or its
subsidiaries, including executive directors in full-time
employment of the Company or any subsidiary, to
subscribe for shares in the Company.

(c) Total number of shares available for issue under the
Scheme

As at 31 March 2006, the total number of shares of
the Company available for issue under the options
granted pursuant to the Scheme was 48,619,000,
representing approximately 3.49% of the issued share
capital of the Company as at 31 March 2006.

The total number of shares, in respect of which
options may be granted under the Scheme, is not
permitted to exceed 10% of the shares of the
Company in issue at any point of time.
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30. BT E

KRATIERER B ([ZTE]) 3R
B2001F1A22B BB —BRAZR
M BR 48 o

ZETEI 2B E
(@) #Zit&lzHA

ZEatElE ERHAKBEREREE
BEMAMERMZAERSEAR
HEBRER ARBERFER
AEBEFEHESERZEE

(b) #Zit&Z2HA

REZAE EFEEARARQA
FEMBRAAIZEMERESR
(BREARAHEMHBERR 2
ERWITES) REBRE UR
BARREMD -

(c) RigFZtE AT EITZKIDAE
2

200653 A31 0 ARQRIEEZ
e EREmMA] TEITZ
QAR 428 548,619,000
A% 5 R A RN 2006563H31HE
BITRRAN#I3.49% o

BEARIBZAT BRI 2 BB AR AR
ERzZBROEE T EEBAERR
AREANEEERTRNG Z
10%-°
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30. SHARE OPTION SCHEME (continued)

Summary of the Scheme (continued)

(d)

(e)

(f)

(9)

Maximum entitlement of each participant

No participant shall be granted an option which, if
exercised in full, would result in such person’s
maximum entitlement exceeding 25% of the
aggregate number of shares of the Company for the
time being issued and issuable under the Scheme.

Time of exercise of options

Pursuant to the Scheme, an option may be exercised
in accordance with the terms of the Scheme at any
time during a period to be notified by the Board to
each grantee and in any event shall not exceed 10
years from the date of offer of the option.

Payment on acceptance of option

Pursuant to the Scheme, HK$1 is payable by each
grantee to the Company on acceptance of the option
within the period to be notified by the Board.

Basis of determining the subscription price

The subscription price per share under the Scheme is
determined by the Board and notified to the grantee
and shall be no less than the higher of:

(i) the average closing price of the Company’s shares
as quoted on the Stock Exchange for the five
trading days immediately preceding the date of
grant;

(i) the closing price of the Company’s shares as
guoted on the Stock Exchange on the date of

grant; and

(iii) the nominal value of the share of the Company.

30.

BRRERTE ()

Zat Bl BE (&)

(d)

(e)

()

(9)

HE2HAZRE LR

fie] % AL A JE R BT (R By - S S B
SEAZRELRBEARAE
2 1T RARIR&AH &I A] T 31T
2D BB 2 25% » BIHE AL
SEARERBRE-

FEIRETT R B

BB LA &) B AR M AT R R AR Et
B2 BETRESERAZTERA
BEBREHEERE T
Bl T AT EER WA T E
BipRE RN EREE AETE
106 -

ERBIKEN

BEBEZTE SEBARESZS
BAHZ RN ABRER A
AARA M IETe
BEERBEZEE
RIBEZTE BRERD ZREE
HEFSET WBMARA I
RBETEERATZEREHE
(i) ARBBROREZERLEHA
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30. SHARE OPTION SCHEME (continued) 30. BRERTE (&)
Summary of the Scheme (continued) ZEtBIZBE (&)
(h) Remaining life of the Scheme (h) Zat 2|z ek F A
The Scheme will remain valid until 21 January 2011. ZETEIE R 2011F1A218 A1 —
BEEM-
Share Options iE R AE
The following table discloses details of the Company’s TEREERE (BRES)FEZAR
share options held by employees (including directors) and AERERAFEEBRENEANZE
movement in such holdings during the year. EEsS

Number of share options

BRERE

Subscription
Price per Outstanding  Lapsed during Outstanding at

Date of grant Exercisable period share at 1 April 2005 the year 31 March 2006
R2005%F #2006 5F
4A1H 3A31H
BRHBH TEME BERABE fef K AT RERXH tef R AT
HK$
BT
3 August 2001 3 August 2001 to 0.3672 2,000,000 - 2,000,000
20016 8A3H 2 August 2011
(Note a)
2001F8A3HZE
201148 A 2H
(Kfita)
29 August 2001 29 August 2001 to 0.3520 46,619,000 - 46,619,000
20014 8A29A 28 August 2011
(Note b)
20014 8H29H &
201146 8H28H
(Hiztb)
48,619,000 - 48,619,000
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30. SHARE OPTION SCHEME (continued) 30. B HERTE (&)

92

Share Options (continued)

Note a:  The options are immediately vested on the date of grant.

Note b:  The options have vested in four tranches in the proportion
of 15%: 25%: 30%: 30%. The first, the second, the
third and the fourth tranches of the options has vested
on 1 April 2002, 1 April 2003, 1 April 2004 and 1 April
2005 respectively.

The financial impact of share options granted is not
recorded in the Company’s or the Group’s balance sheet
until such time as the share options are exercised, and no
charge is recorded in the income statement or balance
sheet for their cost. Upon the exercise of the share
options, the resulting shares issued are recorded by the
Company as additional share capital at the nominal value
of the shares, and the excess of the exercise price per
share over the nominal value of the shares is recorded by
the Company in the share premium account. Share options
which are lapsed or cancelled prior to their exercise date
are deleted from the register of outstanding share options.

BRE (E)

Hfita - BRERELE ABREE-

MfaEb - BERRFEASIE15% © 25% © 30% : 30%
2B mER ) B o R AR 2 B —
#FoH F=HREMNIE S5
20024 48 18 - 2003F 48 1
H & 20044 48 1H K 20054
ARTHERB-

ERBREETEN EREBRIEZ
BT ELECHENRANRAHAEER
ZEERER MEREKAR KD
REBEERBRCE L -RERE
BEITER AR iR I mE & A
ELX 2B BRITHRMNCHESRBEINA
mEkknTRERHROEEZE
AR ARD & ER- N7 B B
RBH L2 BBIEAS I W RITEE
P ¥ 2 & RC T A i B o
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31. RESERVES 31. &
THE COMPANY VNN

Share Contributed Accumulated

premium surplus losses Total
R EE BHER BRIt BB B
HK$'000 HK$'000 HK$'000 HK$'000

TET TET THET TET

At 1 April 2004 MN2004F 4718 383,117 107,992 (661,887) (170,778)
Loss for the year REZEIE - = (5,993) (5,993)
At 1 April 2005 20054 3H31H 383,117 107,992 (667,880) (176,771)
Loss for the year AEEER - - (4,699) (4,699)
At 31 March 2006 7200638 31H 383,117 107,992 (672,579) (181,470)

The contributed surplus of the Company represents the
difference between the fair value of the consolidated net
assets of Chun Tai (BVI) Limited acquired and the nominal
value of the Company’s shares issued in exchange
therefore.

Under the Companies Act 1981 of Bermuda (as amended),
contributed surplus is also available for distribution to
shareholders. However, a company cannot declare or pay
a dividend, or make a distribution out of contributed
surplus; if:

a) the Company is, or would after the payment be,
unable to pay its liabilities as they become due; or

b) the realisable value of the Company’s assets would
thereby be less than the aggregate of its liabilities
and its issued share capital and share premium
accounts.

In the opinion of the directors, the Company had no
reserves available for distribution to its shareholders as at
31 March 2006 and 2005.

KRR ZEHBHBAEChun Tai
(BVI) Limited 4 & EEFE 2 A FE
BRAIHMZEEEMEITZIAAT
BHEEMREZEZ5E-

BIEBARZEIBIFRARDE (KIEET)
EHBGINAHDIRFRE KM
{\u/:

a) ARNERESRRIELIRMAE R
REXNHEBISHAG %

b) AARZEEZERERAILD
REBERE BITRA R &
EBRRZ2EF B —RQAHAA
ERFIENEEH D KEH R
B o

BEERAE KR A 20065 K& 2005F
3A31HWEA IR TR 2 FEE-
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32. ANALYSIS OF CHANGES IN FINANCING

33.

DURING THE YEAR

At 1 April 2004 200454818

Repayments during the year N4 [Z €18 018
Share of profit of subsidiaries &A% & 515
by minority interests BB A R EE

At 1 April 2005 2005448 18

Addition during the year AN 2380
Waiver of borrowings REEEENRE

during the year
Effect on exchange difference =& 5% & &~ % B

-7
FAEERIE
LERED G

Bt B A~ 7 & A

and interest payable
Repayments during the year
Share of loss of subsidiaries
by minority interests

At 31 March 2006 200653 H31H

PLEDGE OF ASSETS

As at 31 March 2006, financial assets at fair value through
profit or loss of HK$11,520,000 (2005: HK$12,644,060)
were pledged to secure the borrowings of the Group.

32. FAMERB 27

Minority

Share capital

interests and premium  Borrowings
LPYRRER [ N E (=Rt
HK$°000 HK$000 HK$°000
T TFE T T
3,505 522,233 42,879

= = (1,012)

32 = =

3,537 522,233 41,867

_ = 400

- - (2,057)

- - 721

- - (20)

(178) = =
3,359 522,233 40,911

33. EEHHA

20063 A31H EBEREZAAR
EERE e/ EEEE,520,000

770 (20054 : 12,644,0607% 7T) 224K
HIERREEEBE ZER-



34. OPERATING LEASE ARRANGEMENTS

The Group as lessee

Minimum lease payments paid FARBLEEHRN 2
under operating leases EMEE

during the year

At 31 March 2006, the Group had total future minimum
lease payments under non-cancellable operating leases in
respect of land and building as follows:

Within one year —FR
In the second to fifth years inclusive 28 —E % A F

Operating lease payments represent rentals payable by
the Group for certain of its office premises. The lease
typically runs for an initial year of two years, with an
option to renew the lease when all terms are renegotiated.
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34, REEN T H

AEEFEREBEA
THE GROUP
rEHE
2006 2005
HK$'000 HK$'000
FET TET
1,554 1,679

200693 A31H A& B IR E R AT #
HEEHOMEBES T 2 R REFEHRAS
mn:

THE GROUP
LS

2006 2005
HK$°000 HK$000
FET F#ET
280 1,414
132 479
412 1,893

REMOESEAKREREE THA

MERNzE2 - HERETE
B ML FE RS AR EE
B GRRENMEMKEEELN-

=
£
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35. CONTINGENT LIABILITIES

35. RARERE

THE GROUP THE COMPANY
rE AT
2006 2005 2006 2005
HK$'000 HK$°000 HK$'000 HK$'000
FET FHET FET FET
Guarantee given in respect of ARTHELARZEM
borrowings granted to subsidiaries B XM iRt 2 EF - - 19,177 18,733
36. LITIGATIONS 36. & A

(a)

Shenzhen Longtai Technology Limited (“Shenzhen
Longtai”) initiated legal proceedings against the
Company for a sum of approximately HK$1.1 million
arising out of alleged monies payable for goods sold
and delivered to a former subsidiary of the Company.
On 5 May 2004, the High Court ordered Shenzhen
Longtai to place a deposit of HK$300,000 as security
costs by 10 August 2004. Court proceedings will only
be resumed after the deposit is placed. As at the
date of this report, the Company has not been
informed by the Court that Shenzhen Longtai has
made such deposit.

Showa Leasing (Hong Kong) Limited (“Showa HK"),
a hire purchase creditor to which the Company owed
indebtedness in aggregate of approximately HK$6.4
million, has filed a winding-up petition against the
Company on 2 May 2003. On 18 August 2003, the
winding-up petition was dismissed and the Company
has agreed with Showa HK to settle the principal
amount and related interest payable by 30 monthly
installment starting from August 2003. On 7
November 2003, the Company also executed a
debenture charging all undertakings, assets and
receivables as a continuing security for payment of
the indebtedness (“High Court Action No. 4034 of
2002').

RYERBEFERER AT (DF
NER]) MEELERZNAFAR
ARIMEB AR 2 E G miEEER
ZHRBEBRARAARE S H
471,100,000 JL ;RIB Z FF ko R
2004F 58508 8RB L%
YI|fE Z= B K 200448 A 10H A 58
4N1F A 300,00058 7T 1E & & FA R
B -FFALMFKIER AT
DT EBEEET - BEAFTR
B AR R BAAR D RRIIE
ZEHFA LR IF-

KA RRAE 496,400,000/ 7T
BB 2 HEE N ERE AShowa
Leasing (Hong Kong) Limited
([Showa HK] ) 7200355 H2H
MAQ R ER27E-1K2003
F8H18H BREFERE M
AAFBEREN2003F8 D
—TEABREASEREN A
BAF S -72003F 1178 AR
AREHEZE—HEES UFME
HABEREBWHRBIERERE
B FHEER ([REFA2002
FEL0345%])



36. LITIGATIONS (continued)

On 26 February 2004, the Company served a Writ of
Summons upon Showa HK (“High Court Action No.
445 of 2004"). By an assignment made and dated
14 March 2002, Showa HK had assigned and
transferred all its benefits, interests and title of certain
machineries under various lease agreements to the
Company. Despite repeated requests from the
Company, Showa HK has not yet fulfilled its
obligations to transfer title of the machineries to the
Company under the assignment.

On August 1, 2006, the Company signed a settlement
agreement and a Consent Order with Showa HK.
Upon signing of the Consent Order, Showa HK will
not enforce the judgement granted in High Court
Action No. 4034 of 2002 against the Company within
35 days from the date of the Consent Order and the
Company will pay a sum of HK$821,000 to Showa
HK within 35 days from the date of the Consent
Order. Upon compliance of all the terms above, each
party be discharged from (a) all liabilities arising out
of all the subject matters of both High Court Action
No. 4034 of 2002 and High Court Action No. 445 of
2004; (b) performance of any order which has not
yet been performed and (c) all liabilities arising out
of all disputes whatsoever between the parties up to
the date hereof. As at the date of this report, the
Company and Showa HK are negotiating a new
payment date to be confirmed in writing in due
course.
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36. FF A (4)

R 2004F 28 26H © &KX A & [
Showa HKE HEx <Mk (RS
FFEA2004F F 4455 ) B ER
2002F 38148 ER RETL 2 H
2 Showa HKE A4 A7) H 3
LEERZIEHERRE A TH
BIFENG B RABEE &
BEARRRE%EFZ K Showa HK{I
RABRBHEERTEABAMBEES
BETARRIZEME-

M 200688 1H » A A A &
Showa HKEZE T — M nz=E
FREMR-EFETREM:
Showa HKE TS EREMERZE R
F 15 B35 KN - 58 Hl 1T R B 5F
FA2002 4 4034 R AR QB AT1E
RHR: MARE EREEMRE
ZHRMBH35KA - Showa
HK 821,000/% JT  7£ _E it {& 5k &P
ERETHR SHFEZAEANT
B (e W EE () R F 57742002
FHL4034 R R REFA2004FF
AASRAEFT B FHEKW T B
BEE:(0)REEGSEZEITA
BEABTZCEERQOEZZHA
RFRESTACAMEAEHF
OB BEX -BHEAFTR
B A A 7 B Showa HKIE £ & &
—EAFHNERE TEEHEER
MELEMEER-
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36. LITIGATIONS (continued) 36. SRAA (&)
(c) On 14 August 2003, New China Trust and Investment (c) M2003FE8H 148  KNAR Z KB

98

Co., Ltd. (“New China"), a secured creditor of Beijing
HollyBridge System Integration Company Limited
("Beijing HollyBridge”), a subsidiary of the Company,
instituted legal proceeding against Beijing HollyBridge,
which owned a loan of approximately HK$19 million
together with an accrued interest of approximately
HK$1.1 million. The Company has also issued a
guarantee to New China for the loan granted to
Beijing HollyBridge. On 17 November 2004, the
Chongqing Intermediate People’s Court (the
“Intermediate Court”) ruled that Beijing HollyBridge
is regard to repay the outstanding loan principal
approximately HK$19 million together with an interest
of approximately HK$2.5 million. The Intermediate
Court also discharged the guarantee provided by the
Company to New China. On 8 December 2004, a
notice of Appeal was filed by New China to the
Chongging Supreme People’s Court (the “Supreme
Court”) regarding the calculation of the accrued
interest and its objection on the discharge of the
guarantee given by the Company.

On 22 November 2005, the Supreme Court ruled
that the outstanding loan principal and interest that
Beijing HollyBridge owed to New China were
approximately HK$18 million and HK$1.4 million
respectively. The Supreme Court also ruled that the
guarantee provided by the Company to New China
will remain in force. On 28 June, 2006, an execution
notice was issued by the Intermediate Court that
Beijing HollyBridge was requested to repay the
outstanding loan principal and interest before 20 July
2006 and also to declare all its assets to the
Intermediate Court within seven days from the date
of issue of the execution notice. Subsequently, Beijing
HollyBridge and New China have mutually agreed in
principal to settle the claim, in which goods and
services with amounts equivalent to the outstanding
loan principal and interest will be provided by Beijing
HollyBridge to New China.

AR RE N e B R G ER B
ERAR([ERENEHE]) 2
EERBRATEETRERSD
ERAB(IFE])MIRE
NeBREEE —Z2£EXY
19,000,000 Jt » # [A] fE 5 7] B
#31,100,0007% JT K& R FFFA AN
ARRANERBETFIERENEREZ
B SRR #7 2 4E H E 4R - TR 20044
1MA17E EEHFRARZER
(DEBRD) Bt RE HeBA
M EEEERZHBEY
19,000,000% 7t & # B &
2,500,000 7T o A BT IR BUEE A A
AHFERBCEREE-R
2004F 12 A8H - FERENFE
HERARBEARRIZERE
ErREBTIRE LR

MR2005F 118228 AR E
EIRENESBRIAEZEE
& & F B 5 54 418,000,000
JC % 1,400,000 7T ° kAT 78
HEARRABTIERENERZ
ERMFEELE 2 ERBERE
W H2006%F 6 A 288 » A AR
BHESERIEREANERE
2006 7H20B 2RI BEAEE
BEARSEABE WRIE<FH TR
NP REREREMEEE-
HE tRENEeBRIEER
RALRAZBBRBEILRENEE
NRHEEREEERNS R EE
BMoEBEEVMERGE THERE
It BB 2R 5 AR R o



36.

37.

38.

LITIGATIONS (continued)

The directors consider that adequate provision has been
made against these claims and no additional provision is
required.

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund Scheme
('"MPF Scheme’) for all qualifying employees in Hong Kong
under the Mandatory Provident Fund Schemes Ordinance.
The assets of the MPF Scheme are held separately from
those of the Group, in funds under the control of trustees.
Under the rule of the MPF Scheme, the employer and its
employees are each required to make contributions to
the scheme at rate specified in the rules. The only
obligation of the Group with respect to the MPF Scheme
is to make the required contributions under the scheme.
No forfeited contribution is available to reduce the
contribution payable in the future years.

During the year, the total amount contributed by the
Group to the MPF Scheme amounted to approximately
HK$60,802 (2005: HK$59,670).

The Group is also required to make contributions to state
pension schemes in the PRC based on a certain percentage
of the monthly salaries of the employees of its PRC
subsidiaries. The Group has no other obligation under
the state pension schemes in the PRC other than the
contribution payment.

The Group has provided approximately HK$1,346,000
(2005: HK$950,000) for the year to cover the contributions
payable to the state pension schemes.

RELATED PARTY DISCLOSURES

The amounts due to a related company and an associate
are unsecured, interest free and repayable on demand.

The amounts due to directors are unsecured, carrying
interest at annually 5% and repayable on demand.
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RAEARABBREN
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et

}JDL
Hﬂ%

K48 R =T &

AEESHBRERERREBERIY —
HRBMEAE S ( Hﬁ%%?i
%UJ%@%I%%.#%U*EF%@%U /N

BRI R R ERATREE EE%.:E
f-tEeABcEERAKRBEEE

DHBAE ANEEFABRITEAE
B-RERESAECRE BIRE
Efﬁhﬁﬁéﬁﬁ% TEZ R [ A &
R AEERRBERHEE—ZEME
E*E?F“riﬂf’ﬁﬂjﬁfriﬁmﬁ’ﬂéii o B 4

B W R AT MR S AN R B A 1R 8
2 f 5K

FR - AEBZEBEETEHRRE
#)#£ 60,8027 Jr (20054 : 59,670/
JC) °

AEBENEARBETENBLAREER
AFzETASLRATBEBZENRE
FHEIESCBR AR RN AR E YL &
HtREFEBREREFTEZE
£

AEBRAFEEDREMNFREKENK
5T &t KB 41,346,000 T
(20054 : 950,000/ 7T ) °

BEALHESE

R T A& K H

R 28 RA

E’\\\KSJZEHE‘%’

RYEFZFADEER ARFL
5%at B RANERKFER-
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39.

40.

POST BALANCE SHEET EVENT

Subsequent to the balance sheet date, Lolliman Finance
Limited, a finance company, has on 15 November 2006
issued a winding-up petition against the Company for an
alleged loan amount of USD900,000. Lolliman Finance
Limited is a creditor of Holy (Hong Kong) Universal Limited,
a subsidiary of the Company. The Company has disputes
over the loan amount and the collateral in custody with
Lolliman Finance Limited. The disputed amount is
approximately USD150,000 and the market value of the
collateral is approximately USD650,000. The Company is
disputing the claim and is taking corresponding legal
action to seek a fair and equitable ruling from Court on
the disputed amount. The winding-up petition is scheduled
to be heard on 10 January 2007.

SUBSIDIARIES

Particulars of the Company’s subsidiaries as at 31 March
2006 are as follows:

Place of

incorporation/ Issued share/

establishment paid-up
Name of subsidiaries and operations  registered capital
SR BRITRE/
il N B R E R BEEMER
Allent Company Limited PRC HK$2,000,000
(Note i) f 2,000,000/ T
L@ ORI BRA R
(Htat i)

Beijing HollyBridge System PRC RMB20,000,000

Integration Company Limited # AR ¥20,000,0007T
(Note i)

ERENER/EARERK
BRmERAR (Kt i)
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40.

HERRER

\

i

>
H

ERB FHRVBERARR—
B 752 R] 7R 20065F 11 B15H #E—
MO0E E LM R - M AR A E
BEB-FTRUBERAABAR
alzMBAR &N (HFB)REKE
RA R 2 EREA AR R ELHBR B 75
ERAREEBRFH#ESERFREZ
ERREEFZ - FRNSENAE
SISBIL URABERRER KB R
MEXHNARSEETL - ALNFIHIEER
HERERRIEREETES SXK
RERABFZSEFY —EATR
EEMNFEA FREFCRMBEA
20074185108 -

|

ol

&

Tff |m}

4

S OEE il X 3

B /B X =]

KRB ZHE AT R20066F3831H
ZEBWT:

Percentage of equity
interest attributable

to the Company Principal activities
NG 3
BAERLE FTEEY
Direct Indirect
EE &%
- 100% Inactive
VL
- 51% Provide solutions,
software and service
REBATR
B RR%
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40. SUBSIDIARIES (continued) 40. Fff &8 2~ & (&)

Place of

incorporation/ Issued share/

Percentage of equity

establishment paid-up interest attributable
Name of subsidiaries and operations registered capital to the Company Principal activities
EMA L ERITRE/ ARAERL
WEARER B R AR i B BREMELR REEHELE TEXR
Direct Indirect
E# &
Chun Tai (BVI) Limited British Virgin Islands Us$100 100% - Investment holding
ABRUES 100% 7T REER
Chun Tai Novelty Company Hong Kong HK$10,000 = 100% Inactive
Limited BB 10,0007 7T TER
ERMARRERARA
Chun Tai Printing Limited Hong Kong HK$10,000 = 90% Inactive
BRHRAER LA B8 10,0007 7T TR
Full Hope Enterprises Limited ~ Hong Kong HK$10,000 100% - Investment holding
BREXERAA B 10,0007 7T REZER
Holy (Hong Kong) Universal Hong Kong HK$300,000 - 100% Trading of
Limited &% 300,000/ 7T communication
&0 (BE)BRAERAA products
EERAEm
Plus Financial Distribution Hong Kong HK$2 100% - Provision of
Holdings Limited o 2B financial services
L RAR B A AR RETRRB
BRAT
Telecom Plus Investment Hong Kong HK$2 100% = Investment holding
Limited BB 2B RERK
ERREFRAA
Plus Financial Management PRC USD150,000 - 100% Provision of
Services Limited th 150,000 7T financial services
36 R AR AR B R RESBRRYE
REBR LA
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40. SUBSIDIARIES (continued)

Name of subsidiaries

WEAR AR

Plus Investment &
Management Consulting
Company (Note i)

TmERERE ORI
BRAR (K

Telecom Plus Technology
Holdings Limited
LR EERRAA

Telecom Plus Technology
Limited
EMRRARAT

Up Hill Investments Limited

Zhongshan Modern Colour
Printing and Packaging
Products Factory Company
Limited (Note i)

RILRER T EHBE B m
BRAR (Kiti)

Place of

incorporation/ Issued share/

establishment paid-up
and operations registered capital
EMA L ERITRE/
B R AR i B BREMELR
PRC HK$10,000,000
i 10,000,000/ 7T
Hong Kong HK$2
BA 2ET
Hong Kong HK$1,000,000
&R 1,000,000/% 7T
British Virgin Islands Us$1
RBRUB (E
PRC HK$11,000,000
i 11,000,000 T

40. B A A (&)

Percentage of equity
interest attributable
to the Company

RARE

BRAERLE
Direct Indirect
BEE M
- 100%
100% -
- 100%
100% -
- 90%

Principal activities

TREH

Inactive
PIE R

Investment holding

RERR

Investment holding

RERR

Inactive

aNg:

Inactive

5 8



40. SUBSIDIARIES (continued)

None of the subsidiaries had any debt securities in issue
at the end of the year.

Note (i): The English name is directly translated from the Chinese
name shown in the PRC business license.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results for the year or formed a substantial portion of
the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result
in particulars of excessive length.
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fBRRFEBEEMNEHETES
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&7

Kt @) RXBRRRELEERAR MNP
HWEFHR

R EZER/AEBAFER
BBERKIEXEIBRAEEEEF
BXE2HN 2 ARFNBLAR -EF
SRR EMMBRARZFHEES
RIEBNITE-
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