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Our results for the year ended 31 December 2006 reflected
increases in turnover, gross profit and net profit from that
of the year ended 31 December 2005. Turnover was
HK$473.12 million, compared with HK$438.76 million in
2005. Gross profit was HK$208.25 million, compared with
HK$191.56 million in 2005. Net profit was HK$133.60
million, compared with HK$62.30 million in 2005. Earnings
per share was HK$0.083, compared with earnings per
share of HK$0.047 in 2005 (after the adjustment for the
effect of share subdivision on 29 June 2006).

We have achieved a good balance in revenue growth from
our four business segments as reflected by the revenue
and contribution recorded for each segment.

Cash flows from operations were HK$84.37 million,
compared with HK$74.60 million for 2005. With regard to
our balance sheet, at the end of 2006, total assets as at
31 December 2006 amounted to HK$847.11 million,
compared with HK$313.74 million as at 31 December
2005. Current assets as at 31 December 2006 was
HK$737.05 million, compared with HK$275.77 million as
at 31 December 2005.

Financial solutions, services and related products
During the year, the business segment recorded a turnover
of HK$164.47 million (2005: HK$ 157.78 million) and profit
of HK$30.91 million (2005: HK$13.10 million). The
segmental profit has increased by 136% as compared to
last year.

During the first half of this year, the Group increased
expenses in new business lines, which bought in
distinguished opportunities and remarkable benefits in the
second half of the year. During the year, the financial
solutions and consultancy services for ICBC (Asia), as well
as, People’s Bank of China, Bank of Communications and
Bank of China were implemented smoothly.
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The Group was actively expanding into new business
opportunities in the financial sector, achieving significant
progress in signing cooperation agreement with bank. In
certain cities, we have begun the installation and operation
of ATM machines and have accomplished what we
expected. We experienced short term negative contribution
from the new division and will endeavour to strive for
growing the division. We believe upon reaching a critical
mass, the division will make significant contribution to the
Group in the long run.

Given the astonishing growth and development of the
banking sector in China, management believes that the
Group has various business opportunities for the provision
of system integration services, financial solutions and
consultancy services, as well as the establishment and
expansion of ATM networks in the coming years.

Electronic payment solutions and products

Turnover and profit recorded during the year were
HK$197.84 million (20056: HK$133.07 million) and
HK$30.08 million (2005: HK$12.91 million) respectively.
Total shipment increased by 72% on a year-on-year basis.

Management is pleased to note the remarkable
performance in the turnover and profit which demonstrated
a development trend of advancing in unison. The rapid
growth of electronic payment products and services was
benefited from the positive exploration of both the Mainland
China market and the international market. During the
current year, the shipment for Mainland China market
accounted for 85% of the total shipment, while that of
international market was 15% of the total shipment.

It is a major global trend to move towards electronic
payment methods and away from the traditional cash and
checks transactions. The accelerating usage of credit and
debit card based payments is the key driver to the growth
of electronic payment solutions and products. Therefore,
management believes that the potential growth is
significant.
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Following the positive progress of the strategy of China
market, Olympic Game, management considers that the
volume of credit card issuance in Mainland China will be
growing rapidly. The environment/infrastructure of credit
card usage will also be further improved.

These factors will sustain to drive the market demand for
electronic payment solutions and products. In the coming
future, it is envisaged the electronic payment products and
services will attain a more considerable development.

Telecommunication solutions, services and related
products, information technology operation value-
added services and related products

During the year 2006, the turnover and profit recorded
were HK$110.81 million (2005: HK$147.76 million) and
HK$44.60 million (2005: HK$68.02 million) respectively.
The main reasons for the drop in turnover and profit was
the change in the revenue sharing scheme and certain
policy changes implemented by China Mobile under the
directives of China’s Ministry of Information Industry (the
“MII") that negatively impacted our IVR business.

During the year, China Mobile have implemented certain
policy changes under the directives of the MII. These policy
changes aim to address a number of issues, including
reducing customer complaints, increasing customer
satisfaction and promoting the healthy development of the
IVR platform. Coupled with the works in migrating of
platforms of all Service Providers to our platform, these
policies had led to short term negative impact to our IVR
business in the second half of 2006.

Despite these negative impacts, the market size of the IVR
business continued to expand further. Taking out the effect
of the decrease in revenue sharing percentage, the Group’s
IVR platform maintained its business volume as compared
to last year. Management considers that following the
continuous expansion of the business scale and the
migration of the IVR platform, the IVR business will be able
to achieve outstanding performance in the long run.
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In 2007, following the completion of the construction of
several commercial core banking systems in China and
Hong Kong, our level of expertise and market position in
this niche market has been greatly enhanced. We will
continue to strengthen our market position and technical
expertise in the banking solution. Based on the established
market position and experience, we have been engaged in
the initial preparation for the ATM and electronic fund
transfer POS operation services as well as outsourcing for
the financial institutions.

In the telecommunication front, we will keep innovating to
adapt to the ever-changing environment in order to provide
first class value-added platform operation for our partners.
New technology based on 3G communication are well
prepared and several new products and services for mobile
service delivery are also under development. Further
resources in these areas will be invested in the coming
years.
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In addition, the Group also actively seeks opportunities for
expansion. On 10 February 2007, the Company entered
into a sale and purchase agreement pursuant to which the
Company conditionally agreed to procure the acquisition
of the entire registered capital of the Hualong Group, which
represents a group of companies comprising Baifu Hualong
which holds Hualong Electronic and Hualong Information,
and Pacific Sheen and their respective subsidiaries, for a
total consideration of RMB300.7 million (equivalent to
approximately HK$302.9 million) (the “Hualong
Acquisition”). The Directors are of the view that the entering
into of the Hualong Agreement allows the Group to diversify
its business to the electronic power meters and solutions
industry. The Directors believe that demand for power
meters and solutions will experience significant growth
given the booming PRC economy which in turn drives the
need to replace the traditional mechanical meters with more
technologically advanced and automated electronic meters.
Given the profitable track record of the Hualong Group,
the Directors consider that the Hualong Acquisition will
strengthen the Group’s revenue and profit base. The
Directors further believe that the Hualong Acquisition will
allow the Hualong Group to leverage on the Group’s
management, sales and solution implementation
experience, particularly in high end solution execution and
cooperation and developing the overseas market.

With these exciting opportunities as well as challenges,
the Group will maintain its top quality services and products
and encourage innovations in order to maintain sustainable
development.
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Liquidity and Financial Resources

As at 31 December 2006, the Group reported total assets
of HK$847.11 million (2005: HK$313.74 million), which
were financed by total liabilities of HK$167.44 million
(2005: HK$186.31 million) and equity of HK$679.67
million (2005: HK$127.43 million). The net asset value
was HK$679.67 million (2005: HK$127.43 million). It
amounted to HK$0.36 per share as compared to HK$0.10
per share as at 31 December 2005 (adjusted for the effect
of share subdivision on 29 June 2006).

As at 31 December 2006, the Group had cash of
HK$528.08 million (2005: HK$ 156.58 million) and short
term borrowings of HK$7 million (2005: HK$48.08
million). The net cash position as at that date was
HK$521.08 million as compared to HK$108.50 million
as at 31 December 20056. The short term borrowings
included short term bank loan to fund the Group'’s working
capital requirements. As at 31 December 2006, the Group
had financial liability portion of convertible preference
shares issued by a subsidiary of HK$22.49 million (2005:
HK$21.17 million). The gearing ratio (defined as total
borrowings divided by shareholders’ equity) was 0.04
compared to 0.54 as at 31 December 2005. The gearing
ratio is considered healthy and suitable for the continued
growth of the Group’s business.

Capital Structure and Details of Charges

As at 31 December 2006, the Group’s short term
borrowings included short term bank loan which was
denominated in Renminbi, amounting to RMBY7 million. The
short term bank loan was charged at interest of 6.8% per
annum.

As at 31 December 2006, the financial liability portion of
convertible preference shares issued by a subsidiary was
HK$22.49 million (2005: HK$21.17 million) which was
denominated in Hong Kong dollars and the effective
interest rate was 8.27% per annum.
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Approximately HK$76.04 million, HK$342.28 million and RIBERFT_A=1+—H AKBZRE
HK$109.76 million of the Group’s cash balances were #8529 Bl 4976,040,0007% 7T ~ 342,280,0007% 7T &
denominated in Renminbi, Hong Kong dollar and US dollar 109,760,000 T i D AlA AR BT RET
respectively as at 31 December 2006. CIRER

As at 31 December 20086, short term bank loans of RMB7 RZEBEERNF+_A=+—H AHARKE
million were secured by the leasehold land and building of 7,000,000t Z R ERESRITTE R TIU AR A 2 — K
a subsidiary of the Company and the corporate guarantee MEBARZHELHMRET URBIE=
from an independent third party, & JI| 1 & ¥ T 1% & AT RMBEMRERREBR AR Z A BHER
1R B R A A) (Shenzhen High and New Technology YEHE o

Investment Guarantee Company Limited).

Exchange Rates Exposure & = & bz

The Group derives its revenue, makes purchases and incurs REBEAZ KR ETRBIAXNZERE
expenses denominated mainly in US dollars, Renminbi and ZUET ARBRETINE BRI NEBEYL
Hong Kong dollars. Currently, the Group has not entered BIIBEMGAIBEEMN I A A RER
into agreements or purchased instruments to hedge the EXxEE-METHARE EXHBREME
Group’s exchange rate risks. Any material fluctuation in RNRE PRI A EB o RERBEKRTE-
the exchange rates of Hong Kong dollar or Renminbi may

have impact on the operating results of the Group.

Contingent Liabilities HREE

The Group had no contingent liability as at 31 December RZBERFT_A=1T—H XAEELEE
2006. A ABRE

Employees ==

The total number of employees of the Group as at 31 REBR_TERFT_A=T—HZEE#
December 2006 was 799. The breakdown of employees HRTAN-EEREFIAD AT :
by division is as follows:

Financial solutions, services and related products SRR R REREEE @ 356
Electronic payment solutions and products B AR R RE M 147

Telecommunications solutions, services and related products ~ EAER T & RE MEBEE R &
and information technology operation value-added services BB B8 2 IR E AR 280
Corporate office PERAE 16
799

The Group ensures that its remuneration packages are NEFBRESMSFE2EMBEAEERFE M
comprehensive and competitive. Employees are BEZFWNEEESREEH S ZINEXRIRA
remunerated with a fixed monthly income plus annual e FEERA-AEBR N EENKEZ EER
performance related bonuses. The Group also sponsors B EARNEBEBIE 2INRIEIZRIE-
selected employees to attend external training courses that

suit the needs of the Group’s businesses.
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