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Chairman’s Statement

On behalf of the board of directors (the “Board”) of the Company, | am pleased to present the annual
report of the Company and its subsidiaries (the “Group”) for the financial year ended 31 March 2011 to
the shareholders.

The Group achieved 24% revenue growth to HK$85.8 million in spite of the tightening regulation on
wireless value-added services by telecom operators and the regulatory authority, and we successfully turned
around to report a profit attributable to equity holders of about HK$ 1.3 million.

The top line growth was satisfactory taking into account the challenges of the industry. Traditionally we
have three distinct wireless entertainment media channels, namely television, telecommunication and the
Internet, now they are interwining with each other with increasing number of products crossing over two
or more of these media. These bring us challenges and at the same time tremendous opportunities.

However, we believe that our current revenues and earnings do not fully reflect the full potential of our
existing 300 millions wireless music search user base and the fast growing wireless music and
entertainment market in China. Leveraging on the existing user base and together with the strength of
channel marketing and product innovations, we have developed related new products and services
including wireless games, embedded applications on wireless devices and wireless music portal which are
expected to diversify and bring in new revenue to the Group.

In addition, we will strengthen our co-operations with other internet portals, wireless service providers and
content providers which could be complimentary to our service to capture new business opportunities in
various other sectors.

I would like to take this opportunity to thank those involved in the Group’s success. | am proud of what we
have achieved this year. To the shareholders of the Company (“Shareholder”), | am confident that under
the leadership of the Board, Shareholders’ value will be maximized over the long term and look forward to
your continuous support. To our business partners, your contributions to our many accomplishments are
highly appreciated. To my esteemed colleagues on the Board, thank you for all your dedication. To the
CEO, Ms. Li Luyi, congratulations on being appointed as an Executive Director to the Board in last
November and great to have you at the helm of the organisation in times when leadership is called for. My
deepest gratitude must go to the Management and staff of the Group who make it possible for their
unyielding commitment to high standards in every aspect of the business operations.

Yip Heon Keung
Chairman

Hong Kong
22 June 2011
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Management Discussion and Analysis

Operating Results

Revenue, Cost of Sales and Gross Profit

During the year ended 31 March 2011, mobile music searching
services remained one of our key streams of income. Generally
speaking, in the face of challenges from the stringent regulatory and
monitory requirements imposed by the regulatory bodies on the
mobile internet, the telecom operators are currently rationalising the
pricing models of mobile music value added service. The Group has
pro-actively taken measures to alleviate the negative impact brought
about by these industry trends, such as the introduction of new
products and upgrading services. We have also expanded our
business to capture revenue from co-operations with business
partners.

Measures taken by the Group were proved to be effective which
resulted in an increase in our consolidated revenue by about HK$16.7
million or 24% from about HK$69.1 million in 2010 to about
HK$85.8 million in 2011.

Due to the increase in revenue, cost of sales for the year ended 31
March 2011 increased by about HK$4.2 million or 26% from about
HK$16.1 million in 2010 to about HK$20.3 million in 2011.

During the year under review, the Group’s operational structures have
been fine-tuned to cope with the changing business environment so
as to maintain our sustainability. As a result, our gross profit margin
remained at about 76.3%, represented a slight drop from 76.8% in
2010 and our gross profit for the year 2011 amounted to about
HK$65.5 million, representing an increase of about HK$12.4 million
or 23% from that of about HK$53.1 million in 2010.

Other Income and Gains

During the year, other income and gains amounted to about HK$1.5
million, which was decreased by about HK$2.8 million as compared
with that of last year. The decrease was due to decrease in fair value
gain on equity investments at fair value through profit or loss and fair
value gain on an investment property.

Operating Expenses

Operating expenses of the Group mainly comprised selling expenses,
administrative expenses and other expenses. During the year ended
31 March 2011, the Group’s operating expenses was about HK$62.5
million in total, representing a slight decrease of about HK$1.6
million or 2.5% compared with that in last year. The decrease was
caused by the drop in other expenses, which was partially offset by
the increase in selling expenses and administrative expenses.
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Management Discussion and Analysis

Operating Results (continued)

Operating Expenses (continued)

During the year under review, we have adjusted our marketing
strategy according to the market developments. Our selling expenses
was increased from about HK$18.0 million in 2010 to about HK$19.2
million in 2011, representing a slight increase of HK$1.2 million or
6.9%. The increase was mainly due to the increase in marketing and
promotional efforts which was partly offset by the decrease in staff
costs.

Administrative expenses also experienced a slight increase by about
HK$0.95 million or 2% from about HK$38.8 million in 2010 to about
HK$39.7 million in 2011 which was mainly due to the increase in
staff costs.

Other expenses represented cost of research and development and
expenses of other non-operating activities. Other expenses decreased
by about HK$3.8 million or 52% to about HK$3.5 million in 2011
which was mainly due to the decrease in expenses related to
convertible bonds incurred last year.

Profit Attributable to Equity Holders

Due to a combination of the effect of the reasons stated above,
profit attributable to equity holders of the Group has turned around
to a profit of about HK$1.3 million in 2011, resulted in a remarkable
improvement of HK$8.1 million from a loss of about HK$6.8 million
in 2010.

Financial Position, Liquidity, Financial Resources and Gearing
Ratio

As at 31 March 2011, the total equity of the Group amounted to
about HK$99.1 million (2010: HK$93.1 million) and the Group’s net
current assets amount to about HK$86.5 million (2010: HK$79.8
million). The current ratio (current assets to current liabilities) as at 31
March 2011 was 4.5 (2010: 5.7). As at 31 March 2011, the cash and
cash equivalents amounted to about HK$33.9 million (2010:
HK$70.6 million). The decrease in cash and cash equivalents was due
to the increase in trade receivables from about HK$16.0 million to
about HK$68.8 million as one of our major customers has slowed
down the statement issuing and settlement process when it
underwent an internal resources re-structuring. Currently, the process
has been completed and we expect the delay would not be likely to
recur.
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Management Discussion and Analysis

Operating Results (continued)

Financial Position, Liquidity, Financial Resources and Gearing
Ratio (continued)

During the year under review, the Group has financed its operation
by revenue generated from its operation, proceeds from disposal of
equity instruments and other internal resources. The Group adopts a
prudent cash and financial management policy. In order to achieve
better cost control and minimise the costs of funds, the Group's
treasury activities are centralised and cash is generally deposited with
banks and denominated mostly in Renminbi and Hong Kong dollars.
As at 31 March 2011, the Group keeps a low gearing ratio (total
borrowings over total equity) of 0.05% (2010: 0.21%).

Capital Structure

The shares of the Company were listed on GEM on 28 March 2000.
There was no change of the Company’s capital structure during the
year under review.

Changes in shareholding

On 21 April 2010, the Company was informed by Mr. Yip Heon
Keung, the Chairman of the Board and an executive Director, that a
total of 100,000,000 shares having a par value of HK$0.10 each in
the Company were sold by Uniright Group Limited (“Uniright”) to
Will City Limited. Completion of such sale took place on 21 April
2010. Uniright is a company whose issued share capital is owned by
Mr. Yip Heon Keung and Mr. Yip Heon Wai (a former Director) in
equal shares.

Significant Investments and Disposal

There were no material acquisitions or disposals of subsidiaries by the
Company during the year under review.

Event After the Reporting Period

On 16 February 2011, the Group entered into a sales and purchase
agreement with four independent third parties, to acquire 100%
equity interest in 4t R ZBUFRHZBR A 7], a company established in
the PRC, at a cash consideration of RMB300,000. A deposit of
HK$330,000 has been paid by the Group during the year and
included as a non-current deposit at the end of the reporting period.
After the reporting period, the acquisition was completed.

Foreign Currency Exchange Exposure and Treasury Policies

As most of the Group's trading transactions, monetary assets and
liabilities are denominated in Renminbi and Hong Kong dollars, the
impact of foreign exchange exposure to the Group was minimal and
there was no significant adverse effect on normal operations. As at
31 March 2011, no related hedges were made by the Group.
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Management Discussion and Analysis

Operating Results (continued)

Contingent Liabilities

As at 31 March 2011, the Group had no material contingent
liabilities.

Employees and Remuneration Policy

As at 31 March 2011, the Group had a total of 124 employees (2010:
125). The Group's remuneration policy is basically determined by the
performance of individual employees and directors and the market
condition. In addition to salaries and discretionary bonuses, employee
benefits included medical schemes, pension contributions and share
option schemes.

Business Review

The Group adjusted its strategy in 2010 and moved its focus from
wireless music search services business sector to the development of
provision of full range personal digital entertainment services with a
view to becoming a leading personal entertainment services provider
in China. On the basis of having wireless music search services as our
strategic core business, the Group has developed a wide variety of
personal digital entertainment services business which is closely
related to music, the overall cohesiveness of our users was thus
enhanced and the business of the Group was diversified. At present,
our services have provided entertainment information, games, comics
and customer end applications. The overall expansion of our new
business has been sped up through attracting new user groups.

During the year, the Group continued to maintain our leading
position in wireless search service with the largest user group in
China in wireless music search. The number of users in wireless music
search grew quickly. Up to the end of March of 2011, the Group had
hit the mark of 300 million in the accumulated number of users in
wireless music search, representing an annual accumulated increase
of 100 million users and the number of active users in quarterly terms
had been nearly 20 million. The Group’s new business was
commercially launched in the fourth quarter of 2010 with an increase
of over 10 million new users for entertainment information and an
accumulated increase of nearly 1 million in other digital
entertainment services users.
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Management Discussion and Analysis

B. Business Review (continued)

The Group paid particular attention to the upgrading and marketing
of mobile internet music search services and effectively bolstered up
its proportion of revenue from GPRS and TD network based music
services. Revenue from downloading of MP3 vibrating ringing tones
and songs saw marked increase, and its proportion to the Group's
revenue from the music business rose from 14% on the average in
2009 to 28% on the average in 2010. As at the first quarter of 2011,
revenue from downloading of MP3 vibrating ringing tones and songs
represented 37.49% of the total revenue from the music business. In
March 2011, amongst 2.5G and 3G users of China Mobile Limited
(“China Mobile”), over 30% of searching and successful
downloading of songs was made through the music search services
provided by the Group.

Outlook

Looking forward, the management is fully confident in the rapid increase in
the number of users of China Mobile and the continuing growth in the
traditional wireless music search business of the Group. According to the
figures released by Analysys International, up to the end of March 2011,
the number of users of China Mobile had shot through the 600 million
mark, and the total number of TD users was 26.992 million. In 2010, the
revenue of China Mobile from wireless music was RMB28,642 million,
which represented 18.9% of the revenue from overall value-adding
business. It is anticipated that both the revenue and the proportion of
revenue generated from wireless music to the total revenue of China
Mobile will continue to rise in 2011.

In 2011, the Group will focus on providing comprehensive personal digital
entertainment services, with a view to provide integrated business such as
music, entertainment information, games, comics and customer end
applications, and will establish our own user group for digital entertainment
and also expand step by step the size of number of users of non-music
digital entertainment services as well as its proportion to the overall
revenue. Our long-term strategy is to continue the expansion of our market
share in wireless music search, and while we will maintain our leading
market position in the paid wireless music search users, we will establish
our leading market position in personal digital entertainment services.

Moreover, the in-depth operation project based on the wireless music
search services with hundreds of million of users has also seen significant
progress. We have reached agreement with a number of provincial level
operators to roll out our collaboration in the in-depth music project to
provide more personalized music services. Such project has a rosy outlook
to become a new growth area of the Group.

Finally, we have full confidence in the sustainable development of the
personal digital entertainment services in China, and firmly believe that we
will continue to maintain our leading position in the wireless music search
sector and will achieve our strategic objective of becoming the largest
personal digital entertainment services provider.
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Directors and Senior Management

Executive Directors

Mr. Yip Heon Keung, aged 41, is the chairman of the Board and an
executive Director of the Company, in charge of the overall corporate
strategies and business development of the Group. He is also the
Compliance Officer, an authorised representative and a member of the
Remuneration Committee of the Company. Mr. Yip is a graduate of
Program for Management Development from Harvard University and holds
a bachelor degree in electrical engineering from the University Wisconsin-
Madison, USA. Prior to joining the Group, Mr. Yip worked in a software-
consulting firm as a consultant in the USA. He has been with the Group
since October 1996. Mr. Yip is a son of Mr. Yip Seng Mun, the Group’s
former executive director and a brother of Mr. Yip Heon Ping, an existing
executive Director and Mr. Yip Heon Wai, the former Chairman of the Group.

Mr. Yip Heon Ping, aged 53, was appointed as an executive Director and
an authorised representative of the Company in August 2009. He is also a
founder of the Group, an executive Director of the Company from March
2000 to June 2007 and the general manager of the Group from December
1992 to March 2000, in charge of the Group’s overall management
function. Mr. Yip holds a bachelor’s degree in electrical engineering from
lowa State University in the USA. Prior to joining the Group in 1992, Mr.
Yip worked for Hewlett Packard Asia Limited for 10 years. Mr. Yip is a son
of Mr. Yip Seng Mun, the Group’s former executive Director and a brother
of Mr. Yip Heon Keung, the Group’s existing Chairman and Mr. Yip Heon
Wai, the former Chairman of the Group.

Ms. Li Luyi, aged 31, was appointed as an executive Director of the
Company in November 2010. She is also the Chief Executive Officer of the
Company since February 2010 and responsible for overseeing the daily
operations of the Group. Ms. Li holds a bachelor’s degree in Investment
Economics from Shanghai Tongji University in Shanghai. Prior to joining the
Group, Ms. Li served as the vice-president of KongZhong Corporation
(NASDAQ: KONG) and the vice general manager of the wireless industry
department of TOM Online Inc. Ms. Li has very extensive experience in the
marketing, business development and wireless value added services
especially in the music-related services, and also has accumulated years of
invaluable experience in the operation and management of the
telecommunications industry in China.
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Directors and Senior Management

Non-executive Directors

Mr. Chen Xiaoxin, aged 38, was appointed as a non-executive Director of
the Company in August 2010. Mr. Chen holds a bachelor degree in
operations research and industrial engineering from Cornell University, New
York, the U.S.A. and a master degree from Stanford Graduate School of
Business, California, the U.S.A. and was a recipient of the 2000 Arjay Miller
Scholar Award upon graduation. Mr. Chen is currently a managing partner
of Zeniphs China Capital, a private equity fund (“Fund”). He has also been
an independent director of KongZhong Corporation (NASDAQ: KONG)
since 2008 and an independent director of Abax Global Capital (Hong
Kong) Limited since 2007. Prior to joining the Fund in 2007, Mr. Chen was
the chief financial officer of Oak Pacific Interactive from 2003 to 2007, a
leading next generation internet platform provider that offers web 2.0
communities, content creation and distribution, gaming and integrated
communication in China. Prior to that, Mr. Chen was an investment banker
at Citigroup Hong Kong. Mr. Chen has very extensive experience in
investment banking and corporate management.

Mr. Mah Yong Sun, aged 48, was appointed as a non-executive Director
of the Company in August 2010. Mr. Mah holds a bachelor degree of
science (engineering) in computer science from Imperial College of Science
& Technology in London, the United Kingdom and is an associate of City
and Guilds of London Institute in the United Kingdom. Mr. Mah is also an
independent director of Celcom Axiata Berhad and Catcha Media Berhad
in Malaysia, a director of Cuscapi Consulting Services Sdn Bhd in Malaysia
and a member of the Development Board of Imperial College in London.
Prior to that, Mr. Mah was a director of Accenture Solutions Sdn Bhd, a
private company, from 1997 to 2009 and an executive partner thereof
from 1997 to 2008. Mr. Mah was also an executive partner of Accenture
Pte Ltd. in Singapore from 2008 to 2009. Mr. Mah has very extensive
experience in the operation and management of the telecommunications
industry in Asia.

Independent Non-executive Directors

Mr. Tam Chun Wan, aged 52, was appointed as an independent non-
executive Director of the Company in August 2010. Mr. Tam is a qualified
accountant and holds a diploma in accountancy from the Hong Kong
Polytechnic University. Mr. Tam is currently a managing partner of a
certified public accountants firm in Hong Kong. He is a fellow member of
the Hong Kong Institute of Certified Public Accountants and The
Association of Chartered Certified Accountants in United Kingdom as well
as a member of The Institute of Chartered Accountants in England and
Wales. Mr. Tam has very extensive experience in providing auditing,
taxation and management consultancy services.
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Directors and Senior Management

Ms. Tse Yuet Ling, Justine, aged 40, was appointed as an independent
non-executive Director of the Company in January 2005. She is also a
member of the Audit Committee and the Chairman of the Remuneration
Committee of the Company. Ms. Tse graduated from the Northern lllinois
University in USA with a bachelor degree in Computer Science. Ms. Tse is
currently employed in a leadership position by a worldwide computer
corporation in Hong Kong. Prior to that, she has been in the IT and
software industry for more than 17 years.

Ms. Lai May Lun, aged 61, was appointed as an independent non-
executive Director of the Company in March 2006. She is also a member of
the Audit Committee and the Remuneration Committee of the Company.
Ms. Lai graduated from the Chinese University of Hong Kong with a
bachelor degree in social science and a master degree in business
administration. Ms. Lai had been the administration manager of a
charitable foundation in Hong Kong. Prior to that, she had worked for the
Hong Kong Telecommunications Limited for more than 20 years and had
extensive experience in various areas of telecommunications.

Senior Management

Ms. Lo Oi Ling joined the Group in 2002 as the Company Secretary of the
Company, in charge of the Group’s overall company secretarial matters.
Ms. Lo holds a master degree in business administration from the United
Kingdom and is a member of the Institute of Chartered Secretaries and
Administrators and the Hong Kong Institute of Company Secretaries. Ms.
Lo has extensive experience in the company secretarial field.
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Report of the Directors

The directors (the “Directors”) of Prosten Technology Holdings Limited
(the "Company”) are pleased to present their report and the audited
financial statements of the Company and of the Group for the year
ended 31 March 2011.

Principal Activities

The principal activity of the Company is investment holding. Details of
the principal activities of the principal subsidiaries are set out in note
15 to the financial statements. There were no significant changes in
the nature of the Group’s principal activities during the year.

Results and Dividends

The Group’s profit for the year ended 31 March 2011 and the state of
affairs of the Company and of the Group at that date are set out in
the financial statements on pages 42 to 116.

The board of Directors (the “Board”) does not recommend the
payment of any dividend for the year ended 31 March 2011.

Summary Financial Information

The following is a summary of the published results and assets and
liabilities of the Group for the last five financial years.
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Results E4
Year ended 31 March
BE=ZA=+—HLEFE
2011 2010 2009 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
—E——F —Z2-TF ZTTNF ZTTN\F ZTTLF
FET FET FET FET FET
Revenue U = 85,846 69,141 109,477 83,339 51,222
Profit/(loss) before tax B ADE T (E8) 4,524 (3,035) 21,197 24,359 (34,769)
Income tax credit/(expense) miEBEKR,(FAX) (3,229) (3,770) (5,561) 2,128 280
Profit/(loss) for the year attributable  ZN 2 Bl4E2535H AE(G
to equity holders of the Company  E &,/ (E1#E) 1,295 (6,805) 15,636 26,487 (34,489)
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Report of the Directors

Summary Financial Information (continued)

Assets and liabilities

MBEEHEE (@)

EEHEE

As at 31 March

R=RA=+—H
2011 2010 2009 2008 2007
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
—g——% “T-FF “FENF “BEN\F BELF
FExT FAT FAET FETT FET
Property, plant and equipment ME - RERERE 4,527 4,778 4,900 4,140 4,732
Investment property B 3,278 2,797 1,888 2,408 —
Deposits HEEA 826 — 1,253 222 2,274
Available-for-sale investments AR ERE 809 796 796 786 757
Deferred tax assets REFRIAE E 3,615 4,990 8,377 10,600 —
Total current assets MEEEERE 111,123 96,912 108,018 85,116 13,170
Total current liabilities MEBEEE (24,610) (17,085) (64,139) (65,937) (16,290)
Total non-current liabilities EmEaEesE (472) (52) (1,357) — —
Net assets BEFE 99,096 93,136 59,736 37,335 4,643
Issued capital BEITIRA 75,635 75,295 59,767 59,727 59,237
Reserves e 23,461 17,841 (€2 (22,392) (54,594)
Total equity IS HEER 99,096 93,136 59,736 37,335 4,643

Property, Plant and Equipment and Investment Property

Details of movements in the property, plant and equipment, and the
investment property of the Group during the year are set out in notes 13
and 14 to the financial statements, respectively.

Convertible Bonds, Share Capital and Share Options

Details of movements in the convertible bonds, the Company’s share capital
and share options during the year are set out in notes 26, 27 and 28,
respectively, to the financial statements.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s articles
of association (the "Articles of Association”) or the laws of the Cayman
Islands, being the jurisdiction in which the Company was incorporated,
which would oblige the Company to offer new shares on a pro rata basis
to existing shareholders.
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Report of the Directors

Purchase, Redemption or Sale of Listed Securities of the
Company

Neither the Company, nor any of its subsidiaries has purchased, redeemed
or sold any of the Company’s listed securities during the year.

Reserves

Details of movements in the reserves of the Company and of the Group
during the year are set out in note 29(b) to the financial statements and in
the consolidated statement of changes in equity, respectively.

Distributable Reserves

As at 31 March 2011, the Company had no reserves available for
distribution as calculated in accordance with the Companies Law (2001
Revision) of the Cayman Islands. Under the laws of the Cayman Islands, the
share premium account is distributable to the shareholders of the Company
provided that immediately following the date on which the dividend is
proposed to be distributed, the Company will be in a position to pay off its
debts as and when they fall due in the ordinary course of business. The
share premium account may also be distributed in the form of fully paid
bonus shares.

Major Customers and Suppliers

In the year under review, sales to the Group’s five largest customers
accounted for 94% of the total sales for the year and sales to the largest
customer included therein amounted to 51%.

As at 31 March 2011, Right Advance Management Limited (“Right Advance”),
a substantial shareholder of the Company, was interested in the issued
share capital of the second largest customer of the Group. The ultimate
beneficial shareholder of Right Advance (namely, Mr. Wang Leilei) together
with Right Advance were, directly and indirectly, interested in the issued
share capital of such customer. To the best knowledge of the Directors,
Right Advance and Mr. Wong Leilei were not directly and indirectly
interested in 30% or more of the issued share capital of the second largest
customer of the Company. Save as disclosed above, none of the Directors
of the Company or any of their associates or any shareholders (which, to
the best knowledge of the Directors, own more than 5% of the Company’s
issued share capital) had any beneficial interest in the Group’s five largest
customers during the year.

During the year under review, purchases from the Group’s five largest
suppliers accounted for less than 30% of the total purchases for the year.
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Report of the Directors

Directors

The Directors of the Company who held office during the year and up to
the date of this report were:

Executive Directors:

Mr. Yip Heon Keung (Chairman)
Mr. Yip Heon Ping
Ms. Li Luyi (appointed on 10 November 2010)

Non-executive Directors:

Mr. Chen Xiaoxin (appointed on 20 August 2010)
Mr. Mah Yong Sun (appointed on 20 August 2010)
Dr. Xu Zhiming (retired on 29 July 2010)
Mr. Zhang Ying (retired on 29 July 2010)

Independent Non-executive Directors:

Mr. Tam Chun Wan (appointed on 20 August 2010)
Ms. Tse Yuet Ling, Justine
Ms. Lai May Lun

In accordance with article 108 of the Articles of Association, Ms. Tse Yuet
Ling, Justine and Ms. Lai May Lun will retire by rotation and, being eligible,
will offer themselves for re-election at the forthcoming annual general
meeting of the Company (the “AGM").

Ms. Li Luyi and Messrs. Chen Xiaoxin, Mah Yong Sun and Tam Chun Wan,
appointed pursuant to Article 112 of the Articles of Association, will hold
office until the AGM and, being eligible, will offer themselves for re-
election at the AGM.

Independent Non-executive Directors’ Confirmations of
Independence

The Company has received, from each of the independent non-executive
Directors, an annual confirmation of his/her independence pursuant to Rule
5.09 of the Rules Governing the Listing of the Securities on the Growth
Enterprise Market of The Stock Exchange of Hong Kong Limited (the “GEM
Listing Rules”). The Company considers all of its independent non-executive
Directors to be independent.

R A A A A A

EE
REARBEAREAMARAR ZEBREENT ¢

BITES:

RRBEE(TE)

EJDR e

FE—xt RZE-ZTF+-ATBREZD)
FHTES:

BRAOmREE  (RZZE-—TFNA-_tTBEEZED)
FHHmitts RIZE-—ZFNA-_THEEZD)
FEABLE (RZZ-—TFLR-THIRRE)
RAELLE (RZZE-ZEFLA-+NRERME)
BAFHTES:

FERELRE (RZZ-ZFNA-THEZE)
WARLZL

REMULL

RRABEIZAAE 108K - HAR KT RBEML
ITHRBESE ERENEERLRABNEIGRTT
ZARBBRRBFRE ((RRBFARE]) LERE
£ -

FE—XL BRIMELE BHEHEENREBRESL
ERBEBERMAEZINGEEZT  BEBRERE
BFERER/RL  HEREFAERLFAENRRBESF
KRG EBEEEE -

BAPITESHEDBHREZBIN

RARICEEEBIUFATESRETABRARS
Fr B R 2B B ERE %Lm%ﬁ%(ﬁ%%ﬁim%ﬁ
A ) FB5096MEL 2 FERRE UHERREZ
B o AR aM%ﬁﬁE?&%iiE%ﬂﬁ%%i’:}%ﬁjo

RENBRERAERAE —ZT——FF®R




Report of the Directors

Directors’ Service Contracts

Mr. Yip Heon Keung, an executive Director, has entered into a Director’s
service contract with the Company for a term of one year commencing
from 1 April 2003 (the “Service Contract”) which was renewed
automatically each year for successive terms of one year subject to
termination by either party giving not less than three months’ notice in
writing to the other party. Pursuant to the supplemental agreement entered
into between Mr. Yip Heon Keung and the Company on 1 April 2010, the
terms of the Service Contract was extended for a fixed term of three years
from 1 April 2010 to 31 March 2013, subject to retirement by rotation and
re-election in accordance with the Articles of Association. Other than as
amended by the supplemental agreement, all other provisions of the
Service Contract remain in full force and effect.

Mr. Yip Heon Ping, an executive Director, has entered into a Director’s
service contract with the Company for an initial term of three years
commencing from 6 August 2009 and is subject to retirement by rotation
and re-election in accordance with the Articles of Association.

Ms. Li Luyi, an executive Director, has entered into a Director’s service
contract with the Company for an initial term of one year commencing
from 10 November 2010 and is subject to retirement by rotation and
re-election in accordance with the Articles of Association.

Each of Mr. Chen Xiaoxin and Mr. Mah Yong Sun, the non-executive
Directors, has entered into a letter of appointment with the Company for
an initial term of one year commencing from 20 August 2010 and is
subject to retirement by rotation and re-election in accordance with the
Avrticles of Association.

Mr. Tam Chun Wan has entered into a letter of appointment with the
Company as an independent non-executive Director of the Company for
an initial term of one year commencing from 20 August 2010 and is
subject to retirement by rotation and re-election in accordance with the
Articles of Association.
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Report of the Directors

Directors’ Service Contracts (continued)

Ms. Tse Yuet Ling, Justine has renewed the letter of appointment with the
Company as an independent non-executive Director of the Company for a
term of one year commencing from 1 January 2011 and is subject to
retirement by rotation and re-election in accordance with the Articles of
Association.

Ms. Lai May Lun has renewed the letter of appointment with the Company
as an independent non-executive Director of the Company for a term of
one year commencing from 1 March 2011 and is subject to retirement by
rotation and re-election in accordance with the Articles of Association.

No Director proposed for re-election at the forthcoming AGM has a service
contract with the Company which is not determinable by the Company
within one year without payment of compensation, other than statutory
compensation.

Directors’ Remuneration

The Board are authorised to fix the Directors’ remuneration at general
meetings. Other emoluments are determined by the Board with reference
to Directors’ duties, responsibilities and performance and the results of the
Group.

Directors’ Interests in Contracts

Except as detailed in notes 8 and 31 to the financial statements, no
Director had a material beneficial interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the year.

Management Contracts

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Group were entered into or
existed during the year.
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Report of the Directors EEEeRE

Share Option Schemes Rz st &l

The Company operates two share option schemes (the “Schemes”) for the ~ A AR REMBERET 2 ([ZZ52])) &\
purpose of providing incentives and rewards to eligible participants who — AAREEEKRERNELEE 2 A E K2 MEER
contribute to the success of the Group’s operations. Further details of the — (&Y E) R #EE o 8 2 —HH BRI K HRE
Schemes are disclosed in note 28 to the financial statements. MisE28 A K & -

The following tables disclose movements in the Company’s share options ~ THREERFEERQ T MAITEERIEZ SHBE N
outstanding during the year:

The share option scheme became effective and commenced on 28 March BE-ZETTF=RA -+ \BERRERERET
2000 (the “Old Scheme”): 2 ([Estal) -
Number of share options***
IR A
Granted Exercised  Transferred Forfeited Date of Exercise period of  Exercise price of
Name or category At 1 April during during during during At 31 March re-grant of share options share options
of participant 2010 the year the year the year the year 2011 share options* re-granted re-granted**
8% R-B-2F RER RER RER RER R-F--F BRE ERBRE ERBRE
ERAER mA—H B Eig:d 25 ®gW =A=t+-8 ERAH ZITEHR ZATREE
HK$ per share
BT (8K)
Directors
=
Mr. Yip Heon Keung 5,300,000 — — — — 5,300,000 22 August 2001 22 August 2001 to 0.40
HEmREE —TZ-F 21 August 2011
NAZ+ZH —ZEE-5)\A=tZHZ
—Z-——%7\AZ+-H
Mr. Yip Heon Ping 6,300,000 — — — — 6,300,000 22 August 2001 22 August 2001 to 0.40
EIEEsd —ZTTF 21 August 2011
NAZ+ZH —EE-5)\A-t-HZ
—Z-——%7\A=+-H
11,600,000 — . — — 11,600,000
Other employees
of the Group
r5E
HitEE
Inaggregate 13,765,000 — (300,000) — — 13,465,000 22 August 2001 22 August 2001 to 0.40
At —TZ-F 21 August 2011
NAZ+ZH —ZZ-5)\A=+ZHZ
—2——FNAZ+—H
25,365,000 — (300,000) — — 25,065,000
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Report of the Directors EEERE

Share Option Schemes (continued) fE iz #Est &l (@)
The share option scheme became effective and commenced on 23 April BE-EE_FNA-+=ARABERZERES
2002 (the “New Scheme”): 2 (T¥rarEll) -
Number of share options***
BRI E
Granted Exercised  Transferred Forfeited Date of Exercise period of  Exercise price of
Name or category At 1 April during during during during At 31March grant of share options share options
of participant 2010 the year the year the year the year 2011 share options* granted granted**
280E R-Z2-%F RER RER RER RER RZB--F BRE RERE REBRE
EBAER mA—H Bl Eigid 284 #EW =A=+-8 B A ZITEHR ZiTEE
HK$ per share
BT (EKR)
Director
=
Ms. Li Luyi® — — — 4,000,000 — 4,000,000 9 February 2010 9 February 2010 to 0.660
FE-—xt* —T-TF 8 February 2020
—AAR Z FZANBEZE
ke S S DAV E|
— 2,500,000 — — — 2,500,000 23 November 2010 23 November 2010 to 0.270
—Z-ZF 22 November 2020
+—RA=+t=8 T-ZE+—A=+=
— 2,500,000 — 4,000,000 — 6,500,000
Other employees
of the Group
KEE
HitES
In aggregate 800,000 — (550,000) — — 250,000 22 May 2002 22 May 2002 to 0.260
A&t —ET-F 21 May 2012
EA=tZ=H “Z2Z-FAA-+ZHZE
“¥HEAZt+—H
In aggregate 950,000 — (850,000 — — 100,000 26 March 2004 26 March 2004 to 0.100
At e ks 25 March 2014
=RA=+RE ZETME=A=FREE
—Z2-NE=A=-+hAH
In aggregate 2,800,000 — (1,700,000) — (400,000) 700,000 10 May 2006 10 May 2006 to 0.170
A&t ZZTRE 9 May 2016
AA+H SERRTHEZE
ANERANA
In aggregate 2,000,000 — — (2,000,000) . — 2 January 2008 2 January 2008 to 0.600
CH —ETN\F 1 January 2018
—AZH —“TT/\f-R=RHZ
“Z-NF-A—H
In aggregate 2,000,000 — — — — 2,000,000 3 April 2008 3 April 2008 to 0.410
At ZTEN\E 2 April 2018
MA=H —ZTN\FNAZHEZE
- )\$WA=H
In aggregate 7,970,000 — — (4,000,000) (560,000) 3,410,000 9 February 2010 9 February 2010 to 0.660
A&t —Z-%F 8 February 2020
—RANE Z —ANBZE
In aggregate 500,000 — — — — 500,000 11 March 2010 11 March 2010 to 0.610
aEf —Z-%F 10 March 2020
=A+—8 T-Z5=-R+—HZ
ZE-ZE=A+H
In aggregate — 2,500,000 — — — 2,500,000 23 November 2010 23 November 2010 to 0.270
At —Z-% 22 November 2020

+—A=Z+t=8 ZZ-ZF+-F=+=HZE
—ECSTHAT-ACTCR
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Report of the Directors EEEeRE

. . & -
Share Option Schemes (continued) RERRHERT 8l (@)
The share option scheme became effective and commenced on 23 April BT _FEUA-+t=—HREABER ZBERER
2002 (the “New Scheme”): (continued) ) ([#rzt2]) - (&)
Number of share options***
B
Granted Exercised  Transferred Forfeited Date of Exercise period of  Exercise price of
Name or category At 1 April during during during during At 31March grant of share options share options
of participant 2010 the year the year the year the year 201 share options* granted granted**
8% R-B-2F RER RER RER RER R-B--F BRE REBRE REBRE
ERALES mA—H 7 (oK 234 ®EW =A=+-8 A ZATRER ZATREE
HK$ per share
BT (Ek)
Others
Hity
In aggregate 200,000 — — — — 200,000 26 March 2004 26 March 2004 to 0.100
At —ZEEEF 25 March 2014
=A=t+RxA —EEME=A=tRHEZE
“Z-mE=A-+EA
In aggregate 2,000,000 — — — — 2,000,000 24 June 2005 24 June 2005 to 0.100
At —ZZIF 23 June 2015
ANAZTmA —RTRFRAZTAEBE
—E-RFRAZT=R
In aggregate 1,000,000 — — — — 1,000,000 29 June 2006 29 June 2006 to 0.380
A&t —ERERE 28 June 2016
ANAZ+NA ZZZRERAZTNERE
FAAZTNR
In aggregate — — — 2,000,000 — 2,000,000 2 January 2008 2 January 2008 to 0.600
At —ET)N\E 1 January 2018
—A=H —ZE\F-AZRE
“2-\¥-A—-H
In aggregate 5,000,000 — — — — 5,000,000 6 July 2007 1 October 2008 to 0.396
&5t ZTTLF 5 July 2017
+ARAE —ZEN\E+A-HZE
—2—+F+ARR
In aggregate 12,200,000 — — — (5,000,000) 7,200,000 3 April 2008 3 April 2008 to 0.410
&t —ZENF 2 April 2018
MA=A “Z2E)\FWAZAE
—Z2-\fWAZH
In aggregate 200,000 — — — — 200,000 3 June 2008 3 June 2008 to 0.417
At —ERN\F 2 June 2018
NA=H ZZT)N\FRAZHZE
“2-N\§FXAZH
37,620,000 5,000,000 (3,100,000) — (5,960,000) 33,560,000
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Report of the Directors

Share Option Schemes (continued)

Notes to the tables of share options outstanding during the year:

* The time of acceptance of the share options was within 21 days from the options
offer date. The share options granted are subject to certain vesting period and vary
for each category of participant as specified under the respective share option
schemes.

i The exercise price of the share options is subject to adjustment in the case of rights
or bonus issues, or other similar changes in the Company’s share capital.

***  There were no options cancelled during the year.

Ms. Li Luyi was appointed as a Director of the Company on 10 November 2010.
Pursuant to the New Scheme, she is also entitled to the share options granted to
her on 9 February 2010 and 23 November 2010 to subscribe for 4,000,000 shares
and 2,500,000 shares of the Company respectively at an exercise price of HK$0.66
per share and HK$0.27 per share respectively in her capacity as an employee of the
Group.

The Directors have estimated the values of the share options granted
during the year, calculated using the binomial model as at the date of grant
of the options:

Grantee AR A
Director =%
Other employees HEEE

The binomial model is a generally accepted method of valuing options. The
significant assumptions used in the calculation of the values of the share
options were risk-free interest rate, expected volatility, historical volatility,
and dividend yield. The measurement dates used in the valuation
calculations were the dates on which the options were granted.

The values of share options calculated using the binomial model are subject
to certain fundamental limitations, due to the subjective nature of and
uncertainty relating to a number of assumptions of the expected future
performance input to the model, and certain inherent limitations of the
model itself.

The value of an option varies with different variables of certain subjective
assumptions. Any change to the variables used may materially affect the
estimation of the fair value of an option.

EEEHE

AR ST Bl (3)
6 P 4 AT 0 AR SR 2 M
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Theoretical value
of share options

Number of options
granted during the year

REARBZBRERE BREZEREE
HK$

BT

2,500,000 444,000

2,500,000 444,000
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Report of the Directors EEEeRE

Directors’ and Chief Executive’s Interests and Short Positions ZERIZTBASRBRHG RBEBRG ZHE
in Shares and Underlying Shares mRRE

As at 31 March 2011, the interests and short positions of the Directorsand @ WRZ-ZZ——F=ZF=+—H ESZENTETHAE
chief executive in the shares and underlying shares of the Company or any  RAQ B S HEMEEEE (FE RESMBEK
of its associated corporations (within the meaning of Part XV of the I ([ & & R EAE &0 |) EXVEL) 7 B & 8 -8 I
Securities and Futures Ordinance (the “SFO")) which were notified to the  FEBERIEES LB EETIEXVEETRFESH BB
Company and The Stock Exchange of Hong Kong Limited (the “Exchange”) HME@ARREEBHERXSAER AT ([BAT])
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or ~ Z#zE s A B (B IERIEF 5 K B & (& 0148 7 15
short positions which they were taken or deemed to have under such  HEREENE AHE 2K A) - SRBAIE
provisions of the SFO), or as otherwise notified to the Company and the ik F R BIFESA6IE FTBRTAESETESLSH
Stock Exchange pursuant to the Model Code for Securities Transactions by — EVIZXESFRIZBAE RNA T MBS 2l MAR AT ¢
Directors of Listed Issuers under Rule 5.46 of the GEM Listing Rules, were

as follows:
Long positions in the ordinary shares of the Company RARNE] EHERIFE
Percentage of
the Company’s
issued share
capital
Note (3)
Capacity and Number of EARAR
nature of interest ordinary shares EEITRA
Name of Director Notes SHR ZiER Bk
= k=2 EntE BRHHE M EER)
Mr. Yip Heon Keung (1) Interest of controlled corporations 181,682,918 24.02%
ES LSS e NI £
Mr. Yip Heon Ping (2) Object of a discretionary 181,682,918 24.02%
EmFrLL family trust and through
a controlled corporation
PRRGETEZAEHRRK
FiR—EXEHIR A
Notes: M EE -
(1) These shares are held by Greenford Company (PTC) Limited (“Greenford”) and (1) % % B& 19 fAGreenford Company (PTC) Limited
Bakersfield Global (PTC) Corporation (“Bakersfield”) as trustees of The Greenford (I Greenford J) & Bakersfield Global (PTC) Corporation
Unit Trust and The Bakersfield Unit Trust, respectively. All the units of which are ([Bakersfield |) % 5l LAThe Greenford Unit Trust &
held by Ace Central Group (PTC) Limited (“Ace Central”) as the trustee of The New The Bakersfield Unit TrustZ ST A B HEF B - 25
Millennium Trust, a discretionary family trust and Mr. Yip Heon Keung is the sole E5E 2 1A B Y9 Ace Central Group (PTC) Limited
Director and sole shareholder of Ace Central. By virtue of the SFO, Mr. Yip Heon (T Ace Central|) LAThe New Millennium Trust ( — I8 2 4
Keung is deemed to be interested in 181,682,918 shares of the Company held by RIEEFR) 2ZEATHEE - MEMBELE AAce
Ace Central. Centalz E—EERME—RR - REBEIZIFRHPE

&0 - ZE [7) 98 5T & 4 48 A R Ace Central BT 5 AN 2 7]
181,682,918 % i {7 & A ##E 2

(2) By virtue of the SFO, Mr. Yip Heon Ping, being one of the discretionary objects of Q@  REFESHKEEEO - E @ T L A EREAThe New

The New Millennium Trust for the time being, is deemed to be interested in Millennium Trustz 2 E H &R - W18 BR A A A
181,682,918 shares of the Company. Among these shares, 122,597,702 shares are 181682918 M P HEEE= - R&ZERH S -
held by Greenford as a trustee mentioned above. The entire issued share capital in 122,597,702 % B% 15 1 Greenford {E & £ X fr il 2 % 5¢
Greenford is held by Mr. Yip Heon Ping. AFEE © Greenfordz 2 5 2 B ITR AN B E W T 5% 4
SR
(3)  Based on 756,355,000 shares of the Company in issue as at 31 March 2011, 3) BRER-_ZT——F=ZA=Z+—HEZEHMTZ
756,355,000 8% A~ A IR D &TH -
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Report of the Directors

Directors’ and Chief Executive’s Interests and Short Positions
in Shares and Underlying Shares (continued)

The interests of the Directors in the share options of the Company are
separately disclosed in the section “Share Option Schemes” above.

In addition to the above, certain Directors have non-beneficial personal
equity interests in certain subsidiaries held for the benefit of the Company
solely.

Save as disclosed above, as at 31 March 2011, none of the Directors and
chief executive of the Company had registered an interest or short position
in the ordinary shares or underlying shares of the Company or any of its
associated corporations that was required to be recorded pursuant to
Section 352 of the SFO, or as otherwise notified to the Company and the
Exchange pursuant to Rule 5.46 of the GEM Listing Rules.

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed in the sections “Share Option Schemes” and “Directors’
and Chief Executive’s Interests and Short Positions in Shares and Underlying
Shares” above, at no time during the year were rights to acquire benefits
by means of the acquisition of shares in or debentures of the Company
granted to any of the Directors or their respective spouses or minor
children, or were any such rights exercised by them; or was the Company
or any of its subsidiaries a party to any arrangement to enable the Directors
to acquire such rights in any other body corporate.

Interests and Short Positions of Substantial Shareholders

As at 31 March 2011, shareholders (other than the Directors or chief
executive of the Company) who had interests or short positions in the
shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or which were recorded in the register required to be kept
by the Company under Section 336 of the SFO were as follows:

Long positions in the ordinary shares or underlying shares of the Company

EFRIETHAESRRG REMRGZE
mBERE (E)

EERARABEREZ RS
B —EA R -

T B3B8 B it

BERESN  EFEFMARATNFNKBEETH
EPERES TN EN

BREXFEEEN R_F——F=A=1+—8"
ARAREERTETRABRAR Rk E E
FEZEBRIABROTMERERERE LS
BIEPIFE352{EA TR HRBEAIER ETARANE
SAGIRAME RNRA MR T2 EmSORE -

EXFREROSRFZERN

BREXTERESS IREERTETHRABRK
I RBERG 2 EEFOAR I PTRES  RERNE
MEERERNTAES RESARBIRKNFT
EEREFERBARBZBRORESFMER 2 EF -
WE B ETEEAUEEN AR A HEAAH
BRAR T ER LA EEEREMEMEABEE
(EEAL AR TIES

FTERRZEBRRE

RZB——F=A=+t—8 REARARMNKIEH
By EEREZESF NG RIIEXVIE2REID
Bz GXAMARRRRE » RETHENRRFRE
ERIMEGYIFEBRET2ECM 20X
BZBRR(ARBERHATIZITHRABRIN AT :

RARE] EBEREAFER D 2 47 B
Percentage of
the Company's
issued share

Number of capital

ordinary shares or Note (9)

Capacity and underlying shares HARA T

nature of interest TEKRE ERITRAE

Name of shareholder Notes 59k 1E BE BR 1 Bo

BRER B3 EEME il 4= B 3E)

Greenford Company (PTC) Limited ) Beneficially owned 122,597,702 16.21%
EnlEa

Century Technology Holding (2) Beneficially owned 114,851,701 15.18%

(PTC) Limited (“Century”)

BEnER
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Report of the Directors EEEeRE

Interests and Short Positions of Substantial Shareholders FERFE 2R XE (&)

(continued)

Long positions in the ordinary shares or underlying shares of the Company KA 7] &iE K 1B R 172 tF & (4)

(continued)
Percentage of
the Company's
issued share
Number of capital
ordinary shares or Note (9)
Capacity and underlying shares HARRAT
nature of interest ZEBRR EBITRAE
Name of shareholder Notes S5k 18 B AR 12 B
BRER B 5 fEmME B EE M 5E©)
Bakersfield Global (PTC) Corporation (3) Beneficially owned 59,085,216 7.81%
EmkE
Ace Central Group (PTC) Limited 4) Trustee of a discretionary 181,682,918 24.02%
(as trustee of family trust and through
The New Millennium Trust) controlled corporations
(LAThe New Millennium Trust PRREETLTIZTIAR
ZRTEANFHD) BBRZEHIA A
Mr. Yip Seng Mun (2), 3), (4) & (5) Founder of a 301,095,619 39.81%
EBRR%EE discretionary family trust,
beneficially owned and through
controlled corporations
PREREETEZ
BN BEmnlEEER
BRZ G A
Knicks Capital Inc. (6) Beneficially owned 40,480,000 5.35%
BEm#EE
Mr. Zhang Xingsheng (6) Interest of a controlled corporation 40,480,000 5.35%
SRR A e A —MREH A E 2w
Right Advance Management Limited (7) Beneficially owned 150,000,000 19.83%
EmkE
Ms. Wang Li Mei (7) Interest of a controlled corporation 150,000,000 19.83%
ESAVA SR qun —MEEHAE 2w
Mr. Wang Leilei (7) Interest of a controlled corporation 150,000,000 19.83%
TEELEE —MREH A E 2w
Will City Limited (8) Beneficially owned 100,000,000 13.22%
EWER A A EmkE
Ms. Zhang Yingnan (8) Interest of a controlled corporation 100,000,000 13.22%
RAEARLZ LT —MEEHAE R
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Report of the Directors

Interests and Short Positions of Substantial Shareholders
(continued)

Notes:

M

@)

(@)

(5)

@®)

©)

Greenford is a company incorporated in the British Virgin Islands and its entire
issued share capital is held by Mr. Yip Heon Ping, a Director of the Company.

Century is a company incorporated in the British Virgin Islands and its entire issued
share capital is beneficially owned by Mr. Yip Seng Mun, a former Director of the
Company.

Bakersfield is a company incorporated in the British Virgin Islands and its entire
issued share capital is beneficially owned by Mr. Yip Seng Mun.

An aggregate of 181,682,918 shares are held through Greenford and Bakersfield
as trustees of The Greenford Unit Trust and The Bakersfield Unit Trust, respectively.
All the units of which are held by Ace Central as the trustee of The New Millennium
Trust, a discretionary family trust established with Mr. Yip Seng Mun as the founder
and Mr. Yip Heon Ping as one of the discretionary objects for the time being.

By virtue of the SFO, Mr. Yip Seng Mun is deemed to be interested in 181,682,918
shares of the Company as the founder of The New Millennium Trust, 114,851,701
shares of the Company as the beneficial owner of Century and personally
interested in 561,000 shares of the Company. In addition, he is also entitled to his
share options to subscribe for 4,000,000 shares of the Company in his capacity as
an employee of the Group.

Knicks Capital Inc. is a company incorporated in the British Virgin Islands and its
entire issued share capital is held by Mr. Zhang Xingsheng.

Right Advance is a company incorporated in the British Virgin Islands and its entire
issued share capital is registered in the name of Ms. Wang Li Mei, such shares are
ultimately owned by Mr. Wang Leilei. Ms. Wang Li Mei is the sole director of Right
Advance.

Will City Limited is a company incorporated in the British Virgin Islands and its
entire issued share capital is held by Ms. Zhang Yingnan.

Based on 756,355,000 shares of the Company in issue as at 31 March 2011.

Save as disclosed above, as at 31 March 2011, the Company had not been
notified by any persons (other than the Directors or chief executive of the
Company) who had interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed by the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the Company under
Section 336 of the SFO.
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Report of the Directors

Directors’ Interests in Competing Businesses

None of the Directors or the management shareholders of the Company or
their respective associates (as defined under the GEM Listing Rules) have
any interests in a business which competes or may compete with the
business of the Group, or has any other conflict of interest with the Group
during the year.

Audit Committee

The Company established an audit committee (the “Audit Committee”) on
7 March 2000 and has formulated and from time to time amended its
written terms of reference in accordance with the provisions set out in the
Code on Corporate Governance Practices.

The primary duties of the Audit Committee include the review and
supervision of the Group’s financial reporting system and internal control
procedures, review of the Group’s financial information and review of the
relationship with the auditors of the Group. Regular meetings have been
held by the Audit Committee since its establishment. The Audit Committee
held four meetings during the year under review.

The Audit Committee comprises three independent non-executive Directors
of the Company, namely Mr. Tam Chun Wan (Chairman of the Audit
Committee), Ms. Tse Yuet Ling, Justine and Ms. Lai May Lun.

The Group’s audited financial statements for the year ended 31 March
2011 have been reviewed by the Audit Committee, who is of the opinion
that such statements comply with the applicable accounting standards, the
GEM Listing Rules and legal requirements, and that adequate disclosures
have been made.
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Report of the Directors EEERE

Sufficiency of Public Float RUABFIRE

As at the date of this annual report, the Company has maintained the EHEARFERAH  BEAQAR T AHESZER KL
prescribed public float under the GEM Listing Rules based on the  1ZARQRBIZEFHM » ARG —HEFAIZER ETR
information that is publicly available to the Company and within the  BIff i E 2 AREFEIE -

knowledge of the Directors of the Company.

Auditors L4 L

Ernst & Young retire and a resolution for their reappointment as auditors of ~ Z kK @HEEKMESRIT  MABERE L AARL
the Company will be proposed at the forthcoming AGM. AIZER AR EERRERF A LIES -
On behalf of the Board REEST®E

Yip Heon Keung FE

Chairman g

Hong Kong i

22 June 2011 —E——FA=+=H
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Corporate Governance Report

The Company is committed to maintaining high standards of corporate
governance with a view to assuring the conduct of management of the
Company as well as protecting the interests of all shareholders. The good
corporate governance principles adpoted by the Company emphasises the
leadership of a quality board, control on the Company, effective internal
controls, transparency and accountability to all shareholders.

Corporate Governance Practices

Save as the deviation disclosed below, the Company has complied with all
the code provisions set out in the Code on Corporate Governance Practices
(the "CG Code”) as contained in Appendix 15 of the GEM Listing Rules
throughout the year under review.

The CG Code provision A.3 (Note 1) provides that every board of directors
of a listed issuer must include at least three independent non-executive
directors. During the period between 1 November 2009 and 20 August
2010, the Company has only two independent non-executive Directors and
two Audit Committee members. When Mr. Tam Chun Wan was appointed
as an independent non-executive Director of the Company and the
Chairman of the Audit Committee with effect from 20 August 2010, the
said deviation was rectified.

Directors’ Securities Transactions

The Company has adopted a code of conduct regarding securities
transactions by the Directors on terms no less exacting than the required
standard of dealings as set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. In response to specific enquiry made by the Company, each of the
Directors gave confirmation that he/she complied with the required
standard of dealings and the code of conduct regarding securities
transactions by the Directors throughout the year ended 31 March 2011.

Board of Directors

Composition

During the year under review, the following changes in the composition of
the Board took place:

Mr. Chen Xiaoxin and Mr. Mah Yong Sun were appointed as non-executive
Directors of the Company with effect from 20 August 2010.

Mr. Tam Chun Wan was appointed as an independent non-executive
Director of the Company with effect from 20 August 2010.

Ms. Li Luyi was appointed as an executive Director of the Company with
effect from 10 November 2010.
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Corporate Governance Report

Board of Directors (continued)

Composition (continued)

As at the date of this annual report, the Board comprises three executive
Directors, two non-executive Directors and three independent non-
executive Directors. All Directors gave sufficient time and attention to the
affairs of the Company for the year ended 31 March 2011. Each executive
Director has sufficient experience to hold the position so as to carry out his/
her duties effectively and efficiently. In compliance with Rules 5.05(1) and
(2) of the GEM Listing Rules, the Company had in place three independent
non-executive Directors and at least one of whom has appropriate
professional qualifications or accounting or related financial management
expertise. They contribute to the Company with diversified expertise, advise
the management on strategic development and ensure that the Board
maintains high standard of financial and complies with other mandatory
reporting requirements as well as provide adequate checks and balances to
safeguard the interests of shareholders and the Company as a whole.

The Board as at 31 March 2011 comprised:

Executive Directors

Mr. Yip Heon Keung (Chairman)
Mr. Yip Heon Ping
Ms. Li Luyi (appointed on 10 November 2010)

Non-executive Directors

Mr. Chen Xiaoxin (appointed on 20 August 2010)
Mr. Mah Yong Sun (appointed on 20 August 2010)
Dr. Xu Zhiming (retired on 29 July 2010)
Mr. Zhang Ying (retired on 29 July 2010)

Independent non-executive Directors

Mr. Tam Chun Wan (appointed on 20 August 2010)
Ms. Tse Yuet Ling, Justine
Ms. Lai May Lun

The names, biographical details of the Directors and the relationships
among them are set out in the “Directors and Senior Management”
section of this annual report.

Board Meetings

The Board meets in person or through other electronic means of
communication at least four times every year. Notice of at least 14 days
were given to all Directors for all Board meetings, who were all given an
opportunity to include matters in the agenda for discussion. The Company
Secretary assists the Chairman in preparing the agenda for the meeting,
and ensures that all applicable rules and regulations regarding the meetings
are observed. The finalised agenda and the accompanying board papers
are then sent to all Directors prior to the meeting.
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Corporate Governance Report

Board of Directors (continued)

Board Meetings (continued)

For the year ended 31 March 2011, the Board held four regular full Board
meetings. The individual attendance record of each Director is as follows:

EEERRE

EFE @
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BE-_Z——F=ZA=+—HLFE EFgHAT
HARMARESER SEZZELFER
ZRCERIOT ¢

Attendance
Directors BEx HERE
Executive Directors HITES
Mr. Yip Heon Keung (Chairman) kL (FE) 4/4
Mr. Yip Heon Ping E R 4/4
Ms. Li Luyi (appointed on 10 November 2010) Z=&—«& + (RZZE—ZF+—ATHEZE) 1/4
Non-executive Directors FHITES
Mr. Chen Xiaoxin (appointed on 20 August 2010) Bk /N IR 52 A= (RZZE—ZTFNAZTHEZME) 2/4
Mr. Mah Yong Sun (appointed on 20 August 2010) EgHEL (RZZE—ZTFNAZTHEZME) 2/4
Dr. Xu Zhiming (retired on 29 July 2010) P AE L (RZE—TFLAZTIBRE) 1/4
Mr. Zhang Ying (retired on 29 July 2010) RFESTAE (RZE—ZTFLAZ+IBRAE) 1/4
Independent non-executive Directors VFHITES
Mr. Tam Chun Wan (appointed on 20 August 2010) BIRESLE (RZE—ZEFNA-THEZMF) 2/4
Ms. Tse Yuet Ling, Justine WAL Z+ 4/4
Ms. Lai May Lun REMmE L 4/4
Apart from the regular Board meetings of the year, the Board met on other KAFEEMARCZEFTSERIN EFGIHALA

occasions when a board-level decision on a particular matter was required.
The Directors would receive the agenda and the relevant documents for
consideration and minutes of committee meetings prior to each Board
meeting.

During regular meetings of the Board, the Directors discussed and
formulated the overall strategies of the Company, monitored financial
performances and discussed the annual and interim results, set annual
budgets, as well as discussed and decided on other significant matters.

The Company Secretary recorded the proceedings of each Board meeting
in details by keeping detailed minutes, including all decisions made by the
Board together with concerns raised and dissenting views expressed (if
any). Draft Board minutes were circulated to all Directors for comments and
approval as soon as practicable after the meeting. All minutes are open for
inspection to Directors at any reasonable time on their request. All Directors
have access to relevant and timely information at all times as the Chairman
ensures that management will supply the Board and its committees with all
relevant information in a timely manner.
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Corporate Governance Report

Board of Directors (continued)

Delegation by the Board

The Company has set out the respective functions and responsibilities
reserved to the Board and those delegated to management. The Board
delegates day-to-day operations of the Group to executive Directors and
senior management while reserving certain key matters for its approval.
The Board is responsible for the approval and monitoring of the Company’s
overall strategies and policies, approval of business plans; evaluating the
performance of the Company and overseeing the management. It is also
responsible for promoting the success of the Company and its businesses
by directing and supervising the Company’s affairs.

Decisions of the Board are communicated to the management through
executive Directors who have attended at Board meetings.

Term of Appointment and Re-election

Each of the executive Directors has entered into a Director’s service contract
with the Company. All non-executive Directors and independent non-
executive Directors have entered into formal letters of appointment setting
out key terms and conditions relative to their appointment and are subject
to retirement by rotation and re-election in accordance with the Articles of
Association. Details of the term of appointment of the Directors are
disclosed in the section “Directors’ Service Contracts” of the Report of the
Directors in this annual report.

Every newly appointed Director is provided with a package of orientation
materials detailing the duties and responsibilities of Directors under the
GEM Listing Rules, the Articles of Association, related ordinances and
relevant regulatory requirements of Hong Kong.

Every Director is aware that, before accepting appointment as a Director,
he/she must be able to give sufficient time and attention to the affairs of
the Company.

Under the CG Code provision A.4.2, all directors appointed to fill a casual
vacancy should be subject to election by shareholders at the first general
meeting after their appointment and every director, including those
appointed for a specific term, should be subject to retirement by rotation at
least once every three years.
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Corporate Governance Report

Board of Directors (continued)

Term of Appointment and Re-election (continued)

Pursuant to the Articles of Association, any Director appointed by the Board
either to fill a casual vacancy or as an addition to the Board shall hold office
until the next following general meeting of the Company and shall then be
eligible for re-election at the meeting but shall not be taken into account in
determining the Directors or the number of Directors who are to retire by
rotation of such meeting. At each annual general meeting, one-third of the
Directors for the time being (or, if their number is not three (3) or a multiple
of three (3), then the number nearest to but not less than one-third) shall
retire from office by rotation, provided that every Director (including those
appointed for a specific term) shall be subject to retirement by rotation at
least once every three years.

Chairman and the Chief Executive Officer

To improve independence and divisions of functions, the roles of the
Chairman and the Chief Executive Officer of the Company have been
segregated and have not been exercised by the same individual during the
year under review.

During the year under review, the Chairman, Mr. Yip Heon Keung, was
responsible for ensuring that the Board functions effectively and smoothly.
In doing so, the Chairman ensured that good corporate governance
practices were adhered to and proper procedures were established and
followed, and that all Directors were properly briefed and received all
relevant information prior to each meeting. The Chairman was also
responsible for overseeing the implementation of corporate strategies of
the Group.

During the year under review, Ms. Li Luyi assumed the role of the Chief
Executive Officer of the Company. She is responsible for overseeing the
day-to-day operations of the Group.

Remuneration Committee

In accordance with the CG Code, the Company established its remuneration
committee (“Remuneration Committee”) on 17 June 2005 with
written terms of reference. The terms of reference of the Remuneration
Committee are available on the Company’s website. The Remuneration
Committee comprises two independent non-executive Directors of the
Company, namely Ms. Tse Yuet Ling, Justine (Chairman of the
Remuneration Committee), Ms. Lai May Lun and one executive Director,
Mr. Yip Heon Keung.

The principal responsibilities of the Remuneration Committee include
making recommendations to the Board on the Company’s policy and
structure for all remuneration of Directors and senior management and
reviewing the specific remuneration packages of all executive Directors and
senior management by reference to corporate goals and objectives resolved
by the Board from time to time.
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Corporate Governance Report

Remuneration Committee (continued)

During the year under review, a meeting of the Remuneration Committee
was held on 21 June 2010 for reviewing and discussing the policy for
remuneration of Directors and the senior management. The individual

EEERRE

FMESE @)

REBEFER: FHZEERN_FT-—FTFA=TF
—BRT-REH UEHERIBREFTRSREE
BZHMBR FHZEeEXBEEHFEER

attendance record of each Remuneration Committee member is as follows: Eifz S UNNE

Attendance
Members Z£8 H R
Ms. Tse Yuet Ling, Justine (Committee Chairman) AR T (ZEESEE) 11
Ms. Lai May Lun BEMZLT 1/1
Mr. Yip Heon Keung ESnk: Pt 1”1
Nomination of Directors EEZRA

The Company has not established a nomination committee. The Board is
responsible for considering the suitability of a candidate to act as a Director,
and approving and recommending the termination of the appointment of
a Director.

The Chairman is mainly responsible for identifying suitable candidates for
members of the Board when there is a vacancy or when an additional
Director is considered desirable. The Chairman will propose the
appointment of such candidates to each member of the Board for
consideration and each member of the Board will review the qualifications
of the relevant candidates for determining his/her suitability to the Group
on the basis of his/her qualifications, experience and background. The
decision of appointing a Director must be approved unanimously by the
members of the Board before recommend the relevant appointment to the
shareholders’ for approval at a shareholders’ meeting.

The Company currently does not have any plan to set up a nomination
committee given the relatively small size of the Board.

Audit Committee

The Company established the Audit Committee on 7 March 2000 and has
formulated and from time to time amended its written terms of reference
in accordance with the provisions set out in the CG Code. The terms of
reference of the Audit Committee are available on the Company’s website.
The existing Audit Committee comprises three independent non-executive
Directors of the Company, namely Mr. Tam Chun Wan (Chairman of the
Audit Committee), Ms. Tse Yuet Ling, Justine and Ms. Lai May Lun.

The primary duties of the Audit Committee include the reviewing and
supervision of the Group’s financial reporting system and internal control
procedures, reviewing of the Group’s financial information and reviewing
of the relationship with the auditors of the Group.
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Corporate Governance Report

Audit Committee (continued) EEZESE (@)
The Audit Committee held four meetings during the year under review. The B EZEE€CPEBEFENRITURNEH - EXE
individual attendance record of each Audit Committee member is as B&&KEZSBLESZ 2 LENT ¢
follows:
Attendance

Members Z£E8 R B
Mr. Tam Chun Wan (Committee Chairman) BRELE(ZESEE)

(appointed on 20 August 2010) (RZZE—ZTFNAZTHEZMT) 2/4
Ms. Tse Yuet Ling, Justine WAK LT 4/4
Ms. Lai May Lun REMmEt 4/4

The Group’s unaudited quarterly and interim results and audited annual
results during the year ended 31 March 2011 have been reviewed by the
Audit Committee, which was of the opinion that the preparation of such
results complied with the applicable accounting standards and requirements
and that adequate disclosure has been made.

Auditors’ Remuneration

The Audit Committee of the Company is responsible for considering and
reviewing the appointment of the external auditors and reviewing any non-
audit functions performed by the external auditors, including whether such
non-audit functions could lead to any potential material adverse effect on
the Group.

During the year under review, the Group paid HK$900,000 to the external
auditors for their audit services and HK$27,400 for their non-audit related
services.

Directors’ and Auditors’ Responsibility for the Financial
Statements

The Directors acknowledge their responsibilities for the preparation of the
financial statements of the Group and ensure that the financial statements
are in accordance with statutory requirements and applicable accounting
standards. The Directors also ensure the timely publication of the financial
statements of the Group.

The statements of the external auditors of the Company, Messrs. Ernst &
Young, about their reporting responsibilities on the financial statements of
the Group are set out in the section
annual report.

“Independent Auditors’ Report” of this
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Corporate Governance Report

Internal Control

During the year under review, the Board conducted a review of its system
of internal control to ensure it is effective and adequate. The Board
convened meetings periodically to discuss financial, operational and
compliance controls and risk management functions. The Directors are of
the view that the existing system of internal control is effective and
adequate to the Group.

Investor Relations

The Company has disclosed all necessary information to the shareholders in
compliance with the GEM Listing Rules. The Directors convene the annual
general meeting each year to meet the shareholders and answer their
enquiries.

The Company also communicates to its shareholders through its annual,
interim and quarterly reports. The Directors, Company Secretary or other
appropriate members of senior management also respond to inquiries from
shareholders and investors on a timely basis.
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Independent Auditors’ Report ¥§ 37 #% 2 &fi 3 &

Ell ERNST & YOUNG
=7 Ik

To the shareholders of
Prosten Technology Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Prosten
Technology Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 42 to 116, which comprise the
consolidated and company statements of financial position as at 31 March
2011, and the consolidated income statement, the consolidated statement
of comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

Directors’ Responsibility for the Consolidated Financial
Statements

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. Our report is made solely to you, as a body,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.
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Independent Auditors’ Report (continued) ¥ 3 1% 2 Ef 3Rk & (&)

To the shareholders of
Prosten Technology Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditors’ judgement, including the
assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s
preparation of consolidated financial statements that give a true and fair
view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at
31 March 2011, and of the Group’s profit and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants

18th Floor, Two International Finance Centre
8 Finance Street, Central

Hong Kong

22 June 2011
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Consolidated Income Statement 5B H &
Year ended 31 March 2011 &2 —F——#F=H=+—HIFFZE

2011 2010
Notes HK$'000 HK$'000
ZE——fF —E-FF
Bt 5 FE T FAT
Revenue Iy 2= 5 85,846 69,141
Cost of sales K-S WIN (20,343) (16,073)
Gross profit E 7 65,503 53,068
Other income and gains B U A K W a 5 1,518 4,331
Selling expenses SHER S (19,242) (17,995)
Administrative expenses THRAX (39,729) (38,779)
Other expenses HbRAX (3,512) (7,334)
Fair value loss on derivative component of AHMRESTETIREIS D 2
convertible bonds ANFEEEE 26 — (1,654)
Gain on derecognition of convertible bonds BUSFER A IR E 5 2 W 26 — 5,446
Finance costs B ER 7 (14) (118)
Profit/(loss) before tax BB AR (EE) 6 4,524 (3,035)
Income tax expense PR %5 < 10 (3,229) (3,770)
Profit/(loss) for the year attributable to AATEZEFEA
equity holders of the Company i EREFL (EE) 11 1,295 (6,805)
Earnings/(loss) per share attributable to KATREBREZFEA
ordinary equity holders of the Company EEERERN (EE) 12
Basic H A HKO0.17 (HK1.1)
cent &4l cents 7Bl
Diluted -3 HKO0.17 (HK1.1)
cent &1l cents &1l
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Consolidated Statement of Comprehensive Income 42 & 2 H W & &
Year ended 31 March 2011 B2 —F——F=H=+—HILF/Z

2011 2010
HK$'000 HK$'000
—2——fF —E T
THET FHT
Profit/(loss) for the year ERER,(EE) 1,295 (6,805)
Other comprehensive income Hib2EWE
Exchange differences on translation of REBINFEBEEZER
foreign operations =5 2,148 217
Total comprehensive income/(expense) EREEKE(BAX)
for the year Fok ] 3,443 (6,588)
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Consolidated Statement of Financial Position %3

31 March 2011 —E——#=HA=4+—H

B MR R

2011 2010
Notes HK$’000 HK$'000
—E——F —E-FF
B 5 FExT FAT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - WE NEE 13 4,527 4,778
Investment property KEME 14 3,278 2,797
Deposits HiEq 19 826 —
Available-for-sale investments A ERE 16 809 796
Deferred tax assets EERBEAE 17 3,615 4,990
Total non-current assets ERBEERTE 13,055 13,361
CURRENT ASSETS RBEE
Trade receivables FE U BE X 18 68,834 15,970
Prepayments, deposits and other receivables AR FRIE ~ 5T R E e RIE 19 6,865 6,217
Equity investments at fair value through BAFEEYEREREERRER
profit or loss Z IR RER A 20 — 3,236
Due from Directors FEWESE 7 21E 21 1,251 703
Pledged deposits BEHEBEFR 22 236 228
Cash and cash equivalents HeRIREEEBEY 22 33,937 70,558
Total current assets MBEEMBTE 111,123 96,912
CURRENT LIABILITIES RBEE
Trade payables FEfHBRFX 23 3,773 3,374
Other payables and accruals H i pE < 3R 08 G FEET R IE 24 13,788 8,220
Finance lease payables JE 1~ BF 5 AR & 7R IA 25 52 145
Tax payable FEf 18 6,997 5,346
Total current liabilities nBBEERE 24,610 17,085
NET CURRENT ASSETS FBEEFE 86,513 79,827
TOTAL ASSETS LESS CURRENT LIABILITIES EEHABERABEE 99,568 93,188
NON-CURRENT LIABILITIES kRBEE
Finance lease payables JE 1~ B 75 A8 & SR IE 25 — 52
Deferred tax liabilities RIEFIARE 17 472 —
Total non-current liabilities ERE A ERTE 472 52
Net assets EEZFE 99,096 93,136
EQUITY =
Equity attributable to equity holders of AP EZFEA
the Company EiLER
Issued capital BEITRA 27 75,635 75,295
Reserves fEiE 29(a) 23,461 17,841
Total equity A 99,096 93,136
Yip Heon Keung Yip Heon Ping
Chairman Director
i @ E
TE E
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Consolidated Statement of Changes in Equity & SRS B X
Year ended 31 March 2011 &2 —E——F=H=1+—HIFFE

Attributable to equity holders of the Company

AAREREE AEL
Foreign
Share Statutory currency Share Accum-
Issued  premium reserve translation option ulated  Reserves Total
capital account fund reserve reserve losses  sub-total equity
2RT il FEE SN AR Fit i s
(&N wEER REEE ERRE e B8 Pt st
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B 5 FET TET FTiET TET FET TET FTET TET
At 1 April 2010 RZZE-—ZEMA—H 75,295 371,932 53 8,163 7,368 (369,675) 17,841 93,136
Profit for the year NEEHF — — — — — 1,295 1,295 1,295
Other comprehensive income for FREMEE
the year: Wz
Exchange differences on translation 3 & /N A& &
of foreign operations B =58 — — — 2,148 — — 2,148 2,148
Total comprehensive income for FREERE

the year k) — — — 2,148 — 1,295 3,443 3,443
Share options exercised Brid 1 27 340 297 — — — — 297 637
Equity-settled share option AR 4 7 B

arrangements ZHE 29(b) — — — — 1,880 — 1,880 1,880
Transfer of share option reserve on the % [ 4 J& 17 {5 B 38 42

exercised share options BE IR R 29(b) — 239 — — (239) — — —
Transfer of share option reserve on the B i% 4 4% )% Ui i 835 ¢

forfeited share options B % e Rt R 29(b) — — — — (1,057) 1,057 — —
Transfer to statutory reserve fund HEEEREES — — 717 — — (717) — —
At 31 March 2011 RZE——%

=R=+-—H 75,635 372,468 770 10,311 7,952 (368,040) 23,461 99,096
At 1 April 2009 RZZFTNEFNA—H 59,767 348,934 53 7,946 6,605 (363,569) (31) 59,736
Loss for the year REEEE = = = = = (6,805) (6,805) (6,805)
Other comprehensive income for FREMER
the year: I
Exchange differences on translation BEGIINEISESE
of foreign operations ZERERE — — — 217 — — 217 217
Total comprehensive income/ FRzEkE/(FAx)

(expense) for the year Rk = = = 217 = (6,805) (6,588) (6,588)
Issue of shares BT D 27 15,000 22,500 — - — — 22,500 37,500
Share options exercised IR E 27 528 321 — — — — 321 849
Share issue expenses MR #1TH X 27 — (389) — — — — (389) (389)
Equity-settled share option LA 5 2 FE R

arrangements ZHE 29(b) — — — — 2,028 = 2,028 2,028
Transfer of share option reserve on i I 1T (5 ey

the exercised share options BERERE 29(b) — 566 — — (566) — — —
Transfer of share option reserve on the B % 4 4% 7% U b 28 3

forfeited share options ERERE 29(b) — — — — (699) 699 = =
At 31 March 2010 RZE—2F

=Z=A=+—H 75,295 371,932 53 8,163 7,368 (369,675) 17,841 93,136
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Consolidated Statement of Cash Flows IS B RE R
Year ended 31 March 2011 &2 —F——#F=H=+—HIFFZE

2011 2010
Notes HK$'000 HK$'000
—E——F —E—FF
B 5 FET FHET
CASH FLOWS FROM OPERATING ACTIVITIES BREEBRCHEERE
Profit/(loss) before tax BB (E5E) 4,524 (3,035)
Adjustments for: KPR TAEIR -
Finance costs 8175 & F 7 14 118
Interest income ) B A 5 (351) (710)
Investment income ‘EWA 5 (465) (534)
Write-back of trade payables JE 1< BR SR = 8% 5 — (696)
Loss on disposal of items of property, plant HEYE BMERXEEE
and equipment 518 6 7 =
Depreciation e 6 2,054 1,985
Write-off of items of property, plant Mz - BE REHIEE
and equipment T 6 37 6
Impairment of trade receivables JE W BR OB (E 6 6 78
Equity-settled share option arrangements LARE 25 45 5 2 FE IR 2 BE 28 1,880 2,028
Changes in fair value of: N EEE
Investment property "EYEE 6 (380) (898)
Derivative component of convertible bonds AR ESFITE T EES — 1,654
Equity investments at fair value RAFEEIEREERE
through profit or loss BRIR 2 RIEIRE 6 = (1,325)
Gain on disposal of equity investments at HERAFEEYIERERER
fair value through profit or loss mREEBREREZRE 6 (20) —
Gain on derecognition of convertible bonds BEH R B E 5 2 W — (5,446)
7,306 (6,775)
Decrease/(increase) in prepayments, deposits and  FEfF 7K I8 « 5] & & E th fE Uk
other receivables BB (350) (1,144) 860
Decrease/(increase) in trade receivables U BR FUR A (3 0) (52,870) 1,452
Decrease/(increase) in amounts due U E = 2 FRIER D
from Directors (32 40) (548) 153
Increase in trade payables JE {F BR K38 A0 399 1,232
Increase/(decrease) in other payables H b fE < 2R 08 K FE AT A
and accruals #n, CRid) 5,568 (8,542)
Exchange realignment PE A 759 (150)
Cash used in operations KBRS (40,530) (11,770)
Interest received B U F8 351 710
Investment income received B & KA 465 534
Bank interest paid BEAHERTTHIE = (89)
Interest element of finance lease PEAEReNRZ
rental payments ) B2 (14) (29)
Overseas taxes paid B8N IE (6) (6)
Taxes paid in Mainland China B 45 R B R BERE 18 — (1,058)
Taxes refunded in Mainland China ER B R B K RERIE 179 ;431
Withholding taxes paid in Mainland China BT A B K RETE 0 EE 17 = (1,160)
Net cash flows used in operating activities REEBEAA RS RS %5 (39,555) (11,437)

— iR
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Consolidated Statement of Cash Flows % 8 EREFR
Year ended 31 March 2011 & Z —ZFE——F=A=1+—HIFFE

2011 2010
Notes HK$'000 HK$'000
—E——fF —E—EF
Bt FET FET
Net cash flows used in operating activities KEEBRFAZIREREFHE (39,555) (11,437)
CASH FLOWS FROM INVESTING ACTIVITIES REXBCEERE
Purchases of items of property, BAYE  BER
plant and equipment HiEIE B 13 (1,777) (1,864)
Proceeds from disposal of items of property, plant HEWE - BEMKEER
and equipment Fr 18 IR 15 4
Deposit paid for the acquisition of a subsidiary WHEKBARBE NI (330) —
Increase in pledged bank deposits B RITIF 5L A0 (8) (72)
Proceeds from disposal of equity instruments at B & A V(B EF R R IEE
fair value through profit or loss BREGIE 2 B HE T BFR1S 3IA 3,256 =
Net cash flows from/(used in) investing activities & & 2155 (FrH) 2
REmEFRE 1,156 (1,932)
CASH FLOWS FROM FINANCING ACTIVITIES MEXBCELSRE
Repayment of convertible bonds BEARRES 26 = (36,000)
Net proceeds from issue of shares BT TS RIEE 5 27 637 37,960
Capital element of finance lease rental payments B iEfE S € M2 AN& 2L H (145) (130)
Net cash flows from financing activities MEXBABZRERNEFE 492 1,830
NET DECREASE IN CASH AND RERALEENRD FHE
CASH EQUIVALENTS (37,907) (11,539)
Cash and cash equivalents at beginning of year E%}]ZIE%&EE%:@% 70,558 81,771
Effect of foreign exchange rate changes, net EREE) 7 B FHE 1,286 326
CASH AND CASH EQUIVALENTS E%ZIE%&IE%
AT END OF YEAR ZEY 33,937 70,558
ANALYSIS OF CASH AND CASH EQUIVALENTS BE&RBE£ZEW DT
Cash and bank balances IHe NIRITE 22 30,397 21,016
Non-pledged time deposits with original maturity 7 E S ETEEAfﬂH WEEz
of less than three months when acquired K FHIE R 22 3,540 49,542
Cash and cash equivalents as stated in the RFBHRARRRERERE
statement of financial position and statement ZHERREEEDY
of cash flows 33,937 70,558
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Statement of Financial Position Bf #& Ak iR 3|
31 March 2011 —E——#=HA=4+—H

2011 2010
Notes HK$"000 HK$'000
—E-—F —F-FF
B 5 FET T T
NON-CURRENT ASSETS FRBEE
Investments in subsidiaries RETB AR ZEE 15 20,487 19,323
CURRENT ASSETS REBEE
Prepayments, deposits and other receivables TART I - 5] & & fh U R IE 19 147 143
Cash and cash equivalents He KRS EEY 22 56 3,533
Total current assets B A E AR 203 3,676
CURRENT LIABILITIES REEE
Other payables and accruals H At & A~ R8N & 5 RRIA 24 1,356 2,416
NET CURRENT ASSETS/(LIABILITIES) REBEE (BE) FE (1,153) 1,260
Net assets BEEFE 19,334 20,583
EQUITY =
Issued capital BETIRA 27 75,635 75,295
Reserves Gk 29(b) (56,301) (54,712)
Total equity ERBE 19,334 20,583
Yip Heon Keung Yip Heon Ping
Chairman Director
Emig Em ¥
FE EF
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2.1

Notes to the Financial Statements Bf 7 3} 3% Mf &%

Corporate Information

The Company is a limited liability company incorporated in the
Cayman Islands. The address of its registered office is Century Yard,
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands. The address of its principal place of business
is Unit 802, 8/F., Dominion Centre, 43-59 Queen’s Road East,
Wanchai, Hong Kong. The Company’s shares are listed on the
Growth Enterprise Market (“GEM") of The Stock Exchange of Hong
Kong Limited (the “Exchange”).

The Company is an investment holding company. The principal
activities of its principal subsidiaries are set out in note 15 to the
financial statements.

Basis of Preparation

These financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs") (which include
all Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA"), accounting
principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. They have
been prepared under the historical cost convention, except for
investment property, derivative financial instruments and equity
investments, which have been measured at fair value. These financial
statements are presented in Hong Kong dollars (“HK$") and all
values are rounded to the nearest thousand except when otherwise
indicated.

Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 March 2011. The financial
statements of the subsidiaries are prepared for the same reporting
period as the Company, using consistent accounting policies. The
results of subsidiaries are consolidated from the date of acquisition,
being the date on which the Group obtains control, and continue to
be consolidated until the date that such control ceases. All intra-
group balances, transactions and unrealised gains and losses resulting
from intra-group transactions and dividends are eliminated on
consolidation in full.

A change in the ownership interest of a subsidiary, without a loss of
control, is accounted for as an equity transaction.

2.1

31 March 2011 —E——#=H=4+—H
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Notes to the Financial Statements (continued) B & 3R 3% Mt 5% (@)
31 March 2011 —E——#=HA=4+—H

2.1 Basis of Preparation (continued)

21

Basis of consolidation (continued)

If the Group loses control over a subsidiary, it derecognises (i) the
assets (including goodwill) and liabilities of the subsidiary, (ii) the
carrying amount of any non-controlling interest and (iii) the
cumulative translation differences recorded in equity; and recognises
(i) the fair value of the consideration received, (i) the fair value of any
investment retained and (iii) any resulting surplus or deficit in profit
or loss. The Group’s share of components previously recognised in
other comprehensive income is reclassified to profit or loss or retained

profits, as appropriate.

2.2

Changes in Accounting Policy and Disclosures

22

The Group has adopted the following new and revised HKFRSs for
the first time for the current year’s financial statements.

HKFRS 1 (Revised)

HKFRS 1 Amendments

HKFRS 2 Amendments

HKFRS 3 (Revised)

HKAS 27 (Revised)

HKAS 32 Amendment

HKAS 39 Amendment

HK(IFRIC)-Int 17

HKFRS 5 Amendments
included in
Improvements to
HKFRSs issued in
October 2008

Improvements to
HKFRSs 2009

HK Interpretation 4
Amendment

HK Interpretation 5

First-time Adoption of Hong Kong
Financial Reporting Standards

Amendments to HKFRS 1 First-time
Adoption of Hong Kong Financial
Reporting Standards — Additional
Exemptions for First-time Adopters

Amendments to HKFRS 2 Share-based
Payment — Group Cash-settled
Share-based Payment Transactions

Business Combinations

Consolidated and Separate Financial
Statements

Amendment to HKAS 32 Financial
Instruments: Presentation — Classification
of Rights Issues

Amendment to HKAS 39 Financial
Instruments: Recognition and
Measurement — Eligible Hedged Items

Distributions of Non-cash Assets to Owners

Amendments to HKFRS 5 Non-current
Assets Held for Sale and Discontinued
Operations — Plan to sell the controlling
interest in a subsidiary

Amendments to a number of HKFRSs issued
in May 2009

Amendment to HK Interpretation 4 Leases
— Determination of the Length of Lease
Term in respect of Hong Kong Land
Leases

Presentation of Financial Statements —
Classification by the Borrower of a Term
Loan that Contains a Repayment on
Demand Clause
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

2.2 Changes in Accounting Policy and Disclosures (continued)

Other than as further explained below regarding the impact of HKFRS
3 (Revised), HKAS 27 (Revised), amendments to HKAS 7 and HKAS
17 included in Improvements to HKFRSs 2009 and HK Interpretation
4 (Revised in December 2009), the adoption of the new and revised
HKFRSs has had no significant financial effect on these financial
statements.

The principal effects of adopting these new and revised HKFRSs are
as follows:

(a) HKFRS 3 (Revised) Business Combinations and HKAS 27
(Revised) Consolidated and Separate Financial Statements

HKFRS 3 (Revised) introduces a number of changes in the
accounting for business combinations that affect the initial
measurement of non-controlling interests, the accounting for
transaction costs, the initial recognition and subsequent
measurement of a contingent consideration and business
combinations achieved in stages. These changes will impact the
amount of goodwill recognised, the reported results in the
period that an acquisition occurs, and future reported results.

HKAS 27 (Revised) requires that a change in the ownership
interest of a subsidiary without loss of control is accounted for
as an equity transaction. Therefore, such a change will have no
impact on goodwill, nor will it give rise to a gain or loss.
Furthermore, the revised standard changes the accounting for
losses incurred by the subsidiary as well as the loss of control of
a subsidiary. Consequential amendments were made to various
standards, including, but not limited to HKAS 7 Statement of
Cash Flows, HKAS 12 Income Taxes, HKAS 21 The Effects of
Changes in Foreign Exchange Rates, HKAS 28 Investments in
Associates and HKAS 31 Interests in Joint Ventures.

The changes introduced by these revised standards are applied
prospectively and affect the accounting of acquisitions, loss of
control and transactions with non-controlling interests after 1
April 2010.

2.2
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Notes to the Financial Statements (continued) B & 3R 3% Mt 5% (@)
31 March 2011 —E——#=HA=4+—H

2.2 Changes in Accounting Policy and Disclosures (continued)

(b)

Improvements to HKFRSs 2009 issued in May 2009 sets out
amendments to a number of HKFRSs. There are separate
transitional provisions for each standard. While the adoption of
some of the amendments results in changes in accounting
policies, none of these amendments has had a significant
financial impact on the Group. Details of the key amendments
most applicable to the Group are as follows:

HKAS 7 Statement of Cash Flows: Requires that only
expenditures that result in a recognised asset in the statement
of financial position can be classified as a cash flow from
investing activities.

HKAS 17 Leases: Removes the specific guidance on classifying
land as a lease. As a result, leases of land should be classified
as either operating or finance leases in accordance with the
general guidance in HKAS 17.

Amendment to HK Interpretation 4 Leases — Determination of
the Length of Lease Term in respect of Hong Kong Land Leases
is revised as a consequence of the amendment to HKAS 17
Leases included in Improvements to HKFRSs 2009. Following
this amendment, the scope of HK Interpretation 4 has been
expanded to cover all land leases, including those classified as
finance leases. As a result, this interpretation is applicable to all
leases of property accounted for in accordance with HKAS 16,
HKAS 17 and HKAS 40.
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)
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2.3 Issued but not yet Effective Hong Kong Financial

Reporting Standards

The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial
statements.

HKFRS 1 Amendments Amendment to HKFRS 1 First-time Adoption
of Hong Kong Financial Reporting
Standards — Limited Exemption from
Comparative HKFRS 7 Disclosures for
First-time Adopters '

Amendments to HKFRS 1 First-time Adoption

of Hong Kong Financial Reporting
Standards — Severe Hyperinflation and
Removal of Fixed Dates for First-time
Adopters ?

HKFRS 7 Amendments Amendments to HKFRS 7 Financial
Instruments: Disclosures — Transfers
of Financial Assets >

HKFRS 9 Financial Instruments °

HKAS 12 Amendments Amendments to HKAS 12 Income Taxes
— Deferred Tax: Recovery of
Underlying Assets *

HKAS 24 (Revised) Related Party Disclosures *

HK(IFRIC)-Int 14
Amendments

Amendments to HK(IFRIC)-Int 14
Prepayments of a Minimum Funding
Requirement ?

HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with

Equity Instruments '

Apart from the above, the HKICPA has issued /Improvements to
HKFRSs 2010 which set out amendments to a number of HKFRSs
primarily with a view to removing inconsistencies and clarifying
wording. The amendments to HKFRS 3 and HKAS 27 are effective for
annual periods beginning on or after 1 July 2010, whereas the
amendments to HKFRS 1, HKFRS 7, HKAS 1, HKAS 34 and HK(IFRIC)-
Int 13 are effective for annual periods beginning on or after 1 January
2011 although there are separate transitional provisions for each
standard.

Effective for annual periods beginning on or after 1 July 2010
Effective for annual periods beginning on or after 1 January 2011
Effective for annual periods beginning on or after 1 July 2011
Effective for annual periods beginning on or after 1 January 2012
Effective for annual periods beginning on or after 1 January 2013

L N N

23

ERMEMKERNEEMIBERRER

AEEWARNZEWEHRKREHIAT 2B MHE

RERZHTRRETERMBREFLER
BEMBRR BEMBARENE 1R/ L

ZEBIE 158 RN Z BRI 7 AR ER —
(1£7T) &5 B 7% B 2R E RI 2 7 9% £
BAERANEHELLEREH T2
ERE#HE | Z21EF]
B ERRERIE 15 B L
PR E BRI 7% AR 2E Rl —
BRE BRI B AR A
ZEE AR 2 1E5]°
EAVBRT BAEMFRRERNETSR L6
ZERIZE 757 TA: RBE—EELHE
(183T) E21E5]°
BB IEERESR M T A
ZE Rl 35957
EBGEER BESIERNE 2% AFH
F125% —/F‘ﬁﬁzfﬁ 166 & E 7%
(1£7T) Bl Z1&5T?
BB ER BEALZHE
5245k
(#8183])
25 (B BH(BRMSERREZS
EERRERE a>—.;§%%%14vﬁfﬂ—/ﬁff§§
Z8g)— TR 2185
R 145
(1&7T)
B (BB URETASESHEE
ﬁ‘%iﬁﬁ) 2 i
B 1955
Br baiESN  BAESFEMASIEM =

SEHB BTG HHER M ?;?EP%WIJ
HEZREBPERMEAEL ZEFT - 28
B RMEBET —BUEX RERHEER - BEEBHK
RIREAEIRRBEGTERNF 275 2ER]
R-ZE-—ZEFLHA ARz RHABZFEDRMH
AR MBEBMBRRERNF1H - FBR
BERMAERETS - BAGFERE 1R - FA
S EAEMRE R T E (AR B RRZRER
Bg) -REBEREBRIBITIR_FT——F—
A— B2 &RARNFERRAR @ 1fE L%
RAERAHEBREBEGEX -

—ZE LA -HRZERRZFEREEXR
—F—A-BR KRR FERREER
—FEA— Bz RRAGZFERRER

T —F— AR EAIBZFEHAEER
TR =F - A HRIZRARZFERREER

189

TR

REMRERERAA



Notes to the Financial Statements (continued) B & 3R 3% Mt 5% (@)
31 March 2011 —E——#=HA=4+—H

2.3

24

Issued but not yet Effective Hong Kong Financial
Reporting Standards (continued)

The Group is in the process of making an assessment of the impact
of these new and revised HKFRSs upon initial application. So far, but
the Group is not yet in a position to state whether these new and
revised HKFRSs would have any significant impact on its results of
operations and financial position.

Summary of Significant Accounting Policies

Subsidiaries

A subsidiary is an entity whose financial and operating policies the
Company controls, directly or indirectly, so as to obtain benefits from
its activities.

The results of subsidiaries are included in the Company’s income
statement to the extent of dividends received and receivable. The
Company'’s investments in subsidiaries are stated at cost less any
impairment losses.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than deferred tax
assets, financial assets and investment property), the asset’s
recoverable amount is estimated. An asset’s recoverable amount is
the higher of the asset’s or cash-generating unit's value in use and its
fair value less costs to sell, and is determined for an individual asset,
unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in which
case the recoverable amount is determined for the cash-generating
unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset. An
impairment loss is charged to the income statement in the period in
which it arises in those expense categories consistent with the
function of the impaired asset.
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

2.4 Summary of Significant Accounting Policies (continued)

Impairment of non-financial assets (continued)

An assessment is made at the end of each reporting period as to
whether there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously
recognised impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates used to
determine the recoverable amount of that asset, but not to an
amount higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no impairment
loss been recognised for the asset in prior years. A reversal of such an
impairment loss is credited to the income statement in the period in
which it arises (only if there are revalued assets in the financial
statements), unless the asset is carried at a revalued amount, in
which case the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued
asset.

Related parties
A party is considered to be related to the Group if:

(@)  the party, directly or indirectly through one or more intermediaries,
(i) controls, is controlled by, or is under common control with,
the Group; (ii) has an interest in the Group that gives it
significant influence over the Group; or (iii) has joint control
over the Group;

(b)  the party is a member of the key management personnel of the
Group;

(c) the party is a close member of the family of any individual
referred to in (a) or (b);

(d) the party is an entity that is controlled, jointly controlled or
significantly influenced by or for which significant voting power
in such entity resides with, directly or indirectly, any individual
referred to in (b) or (c); or

(e) the party is a post-employment benefit plan for the benefit of
the employees of the Group, or of any entity that is a related
party of the Group.
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24 FEEBRBE (&)

2.4 Summary of Significant Accounting Policies (continued)

Property, plant and equipment and depreciation

Property, plant and equipment, are stated at cost less accumulated
depreciation and any impairment losses. The cost of an item of
property, plant and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance, is
normally charged to the income statement in the period in which it is
incurred. In situations where the recognition criteria are satisfied, the
expenditure for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant parts of
property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets with
specific useful lives and depreciation.

Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over its estimated useful life. The principal annual rates used for
this purpose are as follows:

2.5% or over the lease terms,
whichever is shorter

Leasehold improvements 30% or over the lease terms,

whichever is shorter

Leasehold building

Office equipment 30%
Computer equipment 30%
Furniture and fixtures 20%
Motor vehicles 30%

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a reasonable
basis among the parts and each part is depreciated separately.

Residual values, useful lives and the depreciation method are reviewed,
and adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment and any significant part
initially recognised is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or
loss on disposal or retirement recognised in the income statement in
the year the asset is derecognised is the difference between the net
sales proceeds and the carrying amount of the relevant asset.
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

2.4 Summary of Significant Accounting Policies (continued)

Investment property

An investment property is an interest in land and buildings held to
earn rental income and/or for capital appreciation, rather than for
use in the production or supply of goods or services or for
administrative purposes; or for sale in the ordinary course of business.
Such property is measured initially at cost, including transaction costs.
Subsequent to initial recognition, investment property is stated at fair
value, which reflects market conditions at the end of the reporting
period.

Gains or losses arising from changes in the fair value of an investment
property are included in the income statement in the year in which
they arise.

Any gains or losses on the retirement or disposal of an investment
property are recognised in the income statement in the year of the
retirement or disposal.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value as at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite or
indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at least at
each financial year end.

Research and development costs

All research costs are charged to the income statement as incurred.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate the
technical feasibility of completing the intangible asset so that it will
be available for use or sale, its intention to complete and its ability to
use or sell the asset, how the asset will generate future economic
benefits, the availability of resources to complete the project and the
ability to measure reliably the expenditure during the development.
Product development expenditure which does not meet these criteria
is expensed when incurred.
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2.4 Summary of Significant Accounting Policies (continued)

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance lease,
the cost of the leased asset is capitalised at the present value of the
minimum lease payments and recorded together with the obligation,
excluding the interest element, to reflect the purchase and financing.
Assets held under capitalised finance leases, including prepaid land
lease payments under finance leases, are included in property, plant
and equipment, and depreciated over the shorter of the lease terms
and the estimated useful lives of the assets. The finance costs of such
leases are charged to the income statement so as to provide a
constant periodic rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a financing nature
are accounted for as finance leases, but are depreciated over their
estimated useful lives.

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessor, assets leased by the Group under
operating leases are included in non-current assets, and rentals
receivable under the operating leases are credited to the income
statement on the straight-line basis over the lease terms. Where the
Group is the lessee, rentals payable under operating leases net of any
incentives received from the lessor are charged to the income
statement on the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are initially stated
at cost and subsequently recognised on the straight-line basis over
the lease terms. When the lease payments cannot be allocated
reliably between the land and buildings elements, the entire lease
payments are included in the cost of the land and buildings as a
finance lease in property, plant and equipment.
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

2.4 Summary of Significant Accounting Policies (continued)

Investments and other financial assets
Initial recognition and measurement

Financial assets within the scope of HKAS 39 are classified as financial
assets at fair value through profit or loss, loans and receivables and
available-for-sale financial investments, or as derivatives designated
as hedging instruments in an effective hedge, as appropriate. The
Group determines the classification of its financial assets at initial
recognition. When financial assets are recognised initially, they are
measured at fair value, plus, in the case of investments not at fair
value through profit or loss, directly attributable transaction costs.

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to
purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention in
the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their
classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial
assets held for trading and financial assets designated upon initial
recognition as at fair value through profit or loss. Financial assets are
classified as held for trading if they are acquired for the purpose of
sale in the near term. This category includes derivative financial
instruments entered into by the Group that are not designated as
hedging instruments in hedge relationships as defined by HKAS 39.
Derivatives, including separated embedded derivatives, are also
classified as held for trading unless they are designated as effective
hedging instruments. Financial assets at fair value through profit or
loss are carried in the statement of financial position at fair value with
changes in fair value recognised in the income statement. These net
fair value changes do not include any dividends or interest earned on
these financial assets, which are recognised in accordance with the
policies set out for “Revenue recognition” below.
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2.4 Summary of Significant Accounting Policies (continued) 24

Investments and other financial assets (continued)
Financial assets at fair value through profit or loss (continued)

The Group evaluates its financial assets at fair value through profit or
loss (held for trading) to assess whether the intent to sell them in the
near term is still appropriate. When the Group is unable to trade
these financial assets due to inactive markets and management’s
intent to sell them in the foreseeable future significantly changes, the
Group may elect to reclassify these financial assets in rare
circumstances. The reclassification from financial assets at fair value
through profit or loss to loans and receivables, available-for-sale
financial assets or held-to-maturity investments depends on the
nature of the assets. This evaluation does not affect any financial
assets designated at fair value through profit or loss using the fair
value option at designation.

Derivatives embedded in host contracts are accounted for as separate
derivatives and recorded at fair value if their economic characteristics
and risks are not closely related to those of the host contracts and
the host contracts are not held for trading or designated at fair value
through profit or loss. These embedded derivatives are measured at
fair value with changes in fair value recognised in the income
statement. Reassessment only occurs if there is a change in the terms
of the contract that significantly modifies the cash flows that would
otherwise be required.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market.
After initial measurement, such assets are subsequently measured at
amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and includes fees or
costs that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance income in
the income statement. The loss arising from impairment is recognised
in the income statement in other expenses.

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial
assets in listed and unlisted equity and debt securities. Equity
investments classified as available for sale are those which are neither
classified as held for trading nor designated at fair value through
profit or loss. Debt securities in this category are those which are
intended to be held for an indefinite period of time and which may
be sold in response to needs for liquidity or in response to changes in
market conditions.
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

2.4 Summary of Significant Accounting Policies (continued)

Investments and other financial assets (continued)
Available-for-sale financial investments (continued)

After initial recognition, available-for-sale financial investments are
subsequently measured at fair value, with unrealised gains or losses
recognised as other comprehensive income in the available-for-sale
investment valuation reserve until the investment is derecognised, at
which time the cumulative gain or loss is recognised in the income
statement, or until the investment is determined to be impaired, at
which time the cumulative gain or loss is recognised in the income
statement and removed from the available-for-sale investment
valuation reserve. Interest and dividends earned are reported as
interest income and dividend income, respectively and are recognised
in the income statement in accordance with the policies set out for
“Revenue recognition” below.

When the fair value of unlisted equity securities cannot be reliably
measured because (a) the variability in the range of reasonable fair
value estimates is significant for that investment or (b) the
probabilities of the various estimates within the range cannot be
reasonably assessed and used in estimating fair value, such securities
are stated at cost less any impairment losses.

The Group evaluates its available-for-sale financial assets whether the
ability and intention to sell them in the near term are still appropriate.
When the Group is unable to trade these financial assets due to
inactive markets and management’s intent to do so significantly
changes in the foreseeable future, the Group may elect to reclassify
these financial assets in rare circumstances. Reclassification to loans
and receivables is permitted when the financial assets meet the
definition of loans and receivables and the Group has the intent and
ability to hold these assets for the foreseeable future or to maturity.
Reclassification to the held-to-maturity category is permitted only
when the entity has the ability and intent to hold until the maturity
date of the financial asset.

For a financial asset reclassified out of the available-for-sale category,
any previous gain or loss on that asset that has been recognised in
equity is amortised to profit or loss over the remaining life of the
investment using the effective interest rate. Any difference between
the new amortised cost and the expected cash flows is also amortised
over the remaining life of the asset using the effective interest rate. If
the asset is subsequently determined to be impaired, then the
amount recorded in equity is reclassified to the income statement.
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2.4 Summary of Significant Accounting Policies (continued) 24

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is derecognised when:

° the rights to receive cash flows from the asset have expired; or

o the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received cash
flows in full without material delay to a third party under a
“pass-through” arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows from
an asset or has entered into a pass-through arrangement, and has
neither transferred nor retained substantially all the risks and rewards
of the asset nor transferred control of the asset, the asset is
recognised to the extent of the Group’s continuing involvement in
the asset. In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability are measured
on a basis that reflects the rights and obligations that the Group has
retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

2.4 Summary of Significant Accounting Policies (continued)

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is any objective evidence that a financial asset or a group of
financial assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that has
occurred after the initial recognition of the asset (an incurred “loss
event”) and that loss event has an impact on the estimated future
cash flows of the financial asset or the group of financial assets that
can be reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or
principal payments, the probability that they will enter bankruptcy or
other financial reorganisation and observable data indicating that
there is a measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that correlate with
defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses
individually whether objective evidence of impairment exists for
financial assets that are individually significant, or collectively for
financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment. Assets
that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognised are not included in
a collective assessment of impairment.

If there is objective evidence that an impairment loss has been
incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have
not yet been incurred). The present value of the estimated future cash
flows is discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at initial recognition). If
a loan has a variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate.
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2.4 Summary of Significant Accounting Policies (continued)

Impairment of financial assets (continued)
Financial assets carried at amortised cost (continued)

The carrying amount of the asset is reduced through the use of an
allowance account and the amount of the loss is recognised in the
income statement. Interest income continues to be accrued on the
reduced carrying amount and is accrued using the rate of interest
used to discount the future cash flows for the purpose of measuring
the impairment loss. Loans and receivables together with any
associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised or has
been transferred to the Group.

If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance account. If a
future write-off is later recovered, the recovery is credited to the
income statement.

Assets carried at cost

If there is objective evidence that an impairment loss has been
incurred on an unquoted equity instrument that is not carried at fair
value because its fair value cannot be reliably measured, or on a
derivative asset that is linked to and must be settled by delivery of
such an unquoted equity instrument, the amount of the loss is
measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows discounted at the
current market rate of return for a similar financial asset. Impairment
losses on these assets are not reversed.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses at the
end of each reporting period whether there is objective evidence that
an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising the
difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss
previously recognised in the income statement, is removed from
other comprehensive income and recognised in the income
statement.
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

2.4 Summary of Significant Accounting Policies (continued)

Impairment of financial assets (continued)
Available-for-sale financial investments (continued)

In the case of equity investments classified as available for sale,
objective evidence would include a significant or prolonged decline in
the fair value of an investment below its cost. The determination of
what is “significant” or “prolonged” requires judgement. “Significant”
is evaluated against the original cost of the investment and “prolonged”
against the period in which the fair value has been below its original
cost. Where there is evidence of impairment, the cumulative loss —
measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that investment
previously recognised in the income statement — is removed from
other comprehensive income and recognised in the income statement.
Impairment losses on equity instruments classified as available for sale
are not reversed through the income statement. Increases in their fair
value after impairment are recognised directly in other comprehensive
income.

Financial liabilities
Initial recognition and measurement

Financial liabilities within the scope of HKAS 39 are classified as
financial liabilities at fair value through profit or loss, loans and
borrowings, or as derivatives designated as hedging instruments in
an effective hedge, as appropriate. The Group determines the
classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and in the case
of loans and borrowings, plus directly attributable transaction costs.

The Group’s financial liabilities include trade payables, finance lease
payables and other monetary liabilities.

Subsequent measurement

The measurement of financial liabilities depends on their classification
as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial
liabilities held for trading and financial liabilities designated upon
initial recognition as at fair value through profit or loss.
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2.4 Summary of Significant Accounting Policies (continued) 24

Financial liabilities (continued)

Financial liabilities at fair value through profit or loss (continued)

Financial liabilities are classified as held for trading if they are acquired
for the purpose of selling in the near term. This category includes
derivative financial instruments entered into by the Group that are
not designated as hedging instruments in hedge relationships as
defined by HKAS 39. Separated embedded derivatives are also
classified as held for trading unless they are designated as effective
hedging instruments. Gains or losses on liabilities held for trading are
recognised in the income statement. The net fair value gain or loss
recognised in the income statement does not include any interest
charged on these financial liabilities.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost, using the effective interest
rate method unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses are recognised in
the income statement when the liabilities are derecognised as well as
through the effective interest rate method amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included in finance costs in the income statement.

Convertible bonds

The component of convertible bonds that exhibits characteristics of a
liability is recognised as a liability in the statement of financial
position, net of transaction costs. On issuance of convertible bonds,
the fair value of the liability component is determined using a market
rate for an equivalent non-convertible bond; and this amount is
carried as a long term liability on the amortised cost basis until
extinguished on conversion or redemption. The remainder of the
proceeds is allocated to the conversion option that is recognised and
included in shareholders’ equity, net of transaction costs. The carrying
amount of the conversion option is not remeasured in subsequent
years. Transaction costs are apportioned between the liability and
equity components of the convertible bonds based on the allocation
of proceeds to the liability and equity components when the
instruments are first recognised.
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Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)

2.4 Summary of Significant Accounting Policies (continued)

Financial liabilities (continued)
Convertible bonds (continued)

If the conversion option of convertible bonds exhibits characteristics
of an embedded derivative, it is separated from its liability
component. On initial recognition, the derivative component of the
convertible bonds is measured at fair value and presented as part of
derivative financial instruments. Any excess of proceeds over the
amount initially recognised as the derivative component is recognised
as the liability component. Transaction costs are apportioned between
the liability and derivative components of the convertible bonds
based on the allocation of proceeds to the liability and derivative
components when the instruments are initially recognised. The
portion of the transaction costs relating to the liability component is
recognised initially as part of the liability. The portion relating to the
derivative component is recognised immediately in the income
statement.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and
a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in the income statement.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if, and only if, there
is a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realise the
assets and settle the liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded in active
markets is determined by reference to quoted market prices or dealer
price quotations (bid price for long positions and ask price for short
positions), without any deduction for transaction costs. For financial
instruments where there is no active market, the fair value is
determined using appropriate valuation techniques. Such techniques
include using recent arm’s length market transactions; reference to
the current market value of another instrument which is substantially
the same; a discounted cash flow analysis; and other valuation
models.
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2.4 Summary of Significant Accounting Policies (continued) 24

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash
and cash equivalents comprise cash on hand and demand deposits,
and short term highly liquid investments that are readily convertible
into known amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash management.

For the purpose of the statements of financial position, cash and cash
equivalents comprise cash on hand and at banks, including term
deposits, and assets similar in nature to cash, which are not restricted
as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting period
of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the
income statement.

Income tax

Income tax comprises current and deferred tax. Income tax relating
to items recognised outside profit or loss is recognised either in other
comprehensive income or directly in equity.

Current tax assets and liabilities for the current and prior periods are
measured at the amount expected to be recovered from or paid to
the taxation authorities, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax bases
of assets and liabilities and their carrying amounts for financial
reporting purposes.
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2.4 Summary of Significant Accounting Policies (continued)

Income tax (continued)

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

o where the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not a
business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss;
and

o in respect of taxable temporary differences associated with
investments in subsidiaries, where the timing of the reversal of
the temporary differences can be controlled and it is probable
that the temporary differences will not reverse in the
foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, carryforward of unused tax credits and unused tax losses,
to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the
carryforward of unused tax credits and unused tax losses can be
utilised, except:

o where the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of an
asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences associated with
investments in subsidiaries, deferred tax assets are only
recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences
can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that sufficient
taxable profit will be available to allow all or part of the deferred tax
asset to be recovered.
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2.4 Summary of Significant Accounting Policies (continued)

Income tax (continued)

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply to the period when the asset is realised or the
liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable entity
and the same taxation authority.

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:

(@) solution integration services and wireless mobile value-added
services income, when the relevant services have been
rendered;

(b) interest income, on an accrual basis using the effective interest
method by applying the rate that exactly discounts the
estimated future cash receipts through the expected life of the
financial instrument or a shorter period, when appropriate, to
the net carrying amount of the financial asset;

(©) investment income, when the policyholders’ right to receive
payment has been established; and

(d) dividend income, when the shareholders’ right to receive
payment has been established.

Employee benefits
Share-based payment transactions

The Company operates two share option schemes for the purpose of
providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees
(including Directors) of the Group receive remuneration in the form
of share-based payment transactions, whereby employees render
services as consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees for grants
after 7 November 2002 is measured by reference to the fair value at
the date at which they are granted. The fair value is determined by
an external valuer using a binomial model, further details of which
are given in note 28 to the financial statements.
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2.4 Summary of Significant Accounting Policies (continued)

Employee benefits (continued)
Share-based payment transactions (continued)

The cost of equity-settled transactions is recognised, together with a
corresponding increase in equity, over the period in which the
performance and/or service conditions are fulfilled. The cumulative
expense recognised for equity-settled transactions at the end of each
reporting period until the vesting date reflects the extent to which
the vesting period has expired and the Group’s best estimate of the
number of equity instruments that will ultimately vest. The charge or
credit to the income statement for a period represents the movement
in the cumulative expense recognised as at the beginning and end of
that period.

No expense is recognised for awards that do not ultimately vest,
except for equity-settled transactions where vesting is conditional
upon a market or non-vesting condition, which are treated as vesting
irrespective of whether or not a market or non-vesting condition is
satisfied, provided that all other performance and/or service
conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. In addition, an
expense is recognised for any modification that increases the total
fair value of the share-based payment transaction, or is otherwise
beneficial to the employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had
vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. This includes any
award where non-vesting conditions within the control of either the
Group or the employee are not met. However, if a new award is
substituted for the cancelled award, and is designated as a
replacement award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification of the original
award, as described in the previous paragraph. All cancellations of
equity-settled transaction awards are treated equally.

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.
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2.4 Summary of Significant Accounting Policies (continued) 24 FEEBREE @)
Employee benefits (continued) EBEER (&)
Pension scheme RIKEEHE]

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance for those employees
who are eligible to participate in the MPF Scheme. 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 MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in an
independently administered fund. The Group’'s employer
contributions vest fully with the employees when contributed into
the MPF Scheme.

Employees of the Group’s subsidiaries in Mainland China are required
to participate in the employee retirement scheme operated by the
relevant local government bureau in Mainland China. The
contributions to be borne by the Group are calculated at a certain
percentage of the salaries and wages for those eligible employees.

Foreign currencies

These financial statements are presented in Hong Kong dollars, which
is the Company’s functional and presentation currency. Each entity in
the Group determines its own functional currency and items included
in the financial statements of each entity are measured using that
functional currency. Foreign currency transactions recorded by the
entities in the Group are initially recorded using their respective
functional currency rates ruling at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rates of exchange ruling at the
end of the reporting period. All differences are taken to the income
statement. Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using the
exchange rates at the date when the fair value was determined.

PROSTEN TECHNOLOGY HOLDINGS LIMITED  Annual Report 2011

AEBERERHMEAESHAEEIREERS
HERBRETORGIME AR S RKBEHE B (58
BEstE ) 2 BRERIABTESTE - HRTY
REEBEAHFS 2RKBENLAE  YRIRER
BEFAEZRANENKERSRMEE - @EE
AAHEERAKREEENRATNR  ABLER
ZEESRHE - AEEZRIHFNABES
SEREA2BREEME -

AEBETRAEZHBARZERYASHE
B KR A B3t 75 DR BE P 17T 2 1B B IR IR
g ARAEBAE BRI D  HREFRE
REEHFERIEZRKEBOLLAHE -

HhEE
ZEFBEHBRABTT(ARBZ2NERZTE
B2 - AEEB TR RARBITREDS
o MBARMBIRERAZIEB G AZIE
B8 - AEEB TR ARZIINERFE LR
RZEHERZERENREE ZEXALRK -
RBERRAIMNEREU - EREELBER
ZEERZYREREXRENLE - MAEEZR
FIABHER - RIBINEBRLR A EZIFER
HERRNXZBHZERBRE - RIFFIERQ
FEEFEZIERBAREEATFEEER
ZEXRBE o

T

g I /0

b
B
b
B

v




Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

2.4 Summary of Significant Accounting Policies (continued)

Foreign currencies (continued)

The functional currencies of certain overseas subsidiaries are
currencies other than the Hong Kong dollar. As at the end of the
reporting period, the assets and liabilities of these entities are
translated into the presentation currency of the Company at the
exchange rates ruling at the end of the reporting period and their
income statements are translated into Hong Kong dollars at the
weighted average exchange rates for the year. The resulting exchange
differences are recognised in other comprehensive income and
accumulated in the foreign currency translation reserve. On disposal
of a foreign operation, the component of other comprehensive
income relating to that particular foreign operation is recognised in
the income statement.

For the purpose of the consolidated statement of cash flows, the
cash flows of overseas subsidiaries are translated into Hong Kong
dollars at the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas subsidiaries which arise
throughout the year are translated into Hong Kong dollars at the
weighted average exchange rates for the year.

Significant Accounting Judgements and Estimates

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent liabilities, at the end of the
reporting period. However, uncertainty about these assumptions and
estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities affected
in the future.
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Significant Accounting Judgements and Estimates (continued)

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from those
involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Determination of functional currency

The Group measures foreign currency transactions in the respective
functional currencies of the Company and its subsidiaries. In
determining the functional currencies of the entities comprising the
Group, judgement is required to determine and consider the currency
that mainly influences sales prices of services and of the country/
jurisdiction whose competitive forces and regulations mainly
determines the sales prices of services; the currency that mainly
influences labour, materials and other costs of providing services; the
currency in which funds from financing activities are generated; and
the currency in which receipts from operating activities are usually
retained. The functional currencies of the entities comprising the
Group are determined based on management’s assessment of the
primary economic environment in which the entities operate. When
the indicators are mixed and the functional currency is not obvious,
management uses its judgement to determine the functional currency
that most faithfully represents the economic effects of the underlying
transactions, events and conditions.

Estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the end of the reporting period, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
discussed below.

Impairment of trade receivables and other receivables

Impairment of trade receivables and other receivables is made based
on an assessment of the recoverability of trade receivables and other
receivables. The identification of doubtful debts requires
management judgement and estimates. Where the actual outcome
or expectation in future is different from the original estimate, such
differences will have an impact on the carrying value of the
receivables as well as doubtful debt expenses or write-back of
doubtful debts in the period in which such estimate has been
changed.
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Significant Accounting Judgements and Estimates (continued)

Estimation uncertainty (continued)
Estimation of fair value of an investment property

As described in note 14 to the financial statements, the investment
property was revalued at the end of the reporting period on an open
market, existing use basis by an independent firm of professionally
qualified valuers. Such valuation was based on certain assumptions,
which are subject to uncertainty and might materially differ from the
actual results. In making the estimation, the Group considers
information from a variety of sources, including current prices in an
active market for similar properties and uses assumptions that are
mainly based on market conditions existing at the end of the
reporting period.

Valuation of share options

As described in note 28 to the financial statements, the Company
engaged an independent firm of professionally qualified valuers to
assist in the valuation of the share options granted during the year.
The fair value of options granted under the share option schemes is
determined using the binomial model. The significant inputs into the
model were share price at grant date, risk-free interest rate, exercise
price and expected volatility of the underlying shares. When the
actual results of the inputs differ from management’s estimate, it will
have an impact on share option expense and the related share option
reserve of the Company. The fair value of the share options granted
during the year by the Company was HK$888,000 (2010:
HK$3,740,000). Further details of the share options are set out in
note 28 to the financial statements.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the
extent that it is probable that taxable profit will be available against
which the losses can be utilised. Significant management judgement
is required to determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and level of future
taxable profits together with future tax planning strategies. The
carrying value of deferred tax assets relating to recognised tax losses
at 31 March 2011 was HK$3,615,000 (2010: HK$4,990,000). Further
details are contained in note 17 to the financial statements.
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Operating Segment Information

The Group has only one single operating segment as the Group is
principally engaged in wireless mobile value-added services and
related business which is the basis to allocate resources and assess
performance. No geographical information is presented as the
Group's customers and operations are located in Mainland China.

Information about major customers

During the year ended 31 March 2011, revenues of approximately
HK$44,366,000 (2010: HK$53,115,000) and HK$26,722,000 (2010:
HK$8,650,000) were derived from services rendered to two
customers.

Revenue, Other Income and Gains

Revenue, which is also the Group’s turnover, represents the net
invoiced value of services rendered during the year.

An analysis of the Group’s revenue, other income and gains is as
follows:

4,
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Wras ~ H bl N\ R
WA AREE 2 28 - HFEAMEHRRE 2

BERFE ©

AREBE Y - HRARKESHTAOT

2011 2010
HK$'000 HK$'000
—E——F —E-FF
TERT FHIT
Revenue W 2=
Services income Bk 75 4 A 85,846 69,141
Other income Hi g A
Bank interest income AT R E WA 351 710
Investment income wEBA 465 534
Write-back of trade payables JRE 1<t B 7% (3] 8¢ = 696
Others HA 302 168
1,118 2,108
Gains Wz
Gain on disposal of equity investments at fair value &% A FEE 5 R & E 1B 25 R R IR
through profit or loss IR A W s 20 _
Fair value gain on equity investments at fair value 32 A FEEMIEREESEREEE R
through profit or loss BIRE N EEKS — 1,325
Fair value gain on an investment property (note 14) £E&EWE 72 A FEEBEWz (M 5F14) 380 898
400 2,223
1,518 4,331
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

31 March 2011 —E——#F=H=4+—H

Profit/(Loss) Before Tax 6. BRBipEF (E5E)
The Group’s profit/(loss) before tax is arrived at after charging/ AEBBRBADGM, (B1E) &1/ (GFA)
(crediting): TR IBRER
2011 2010
HK$'000 HK$'000
—E——F —E-TF
FTET FHIT
Cost of services provided* 12 PR HS B AR * 20,343 16,073
Depreciation e 2,054 1,985
Minimum lease payments under operating leases: &% EHF KBS :
Land and buildings T RIEF 4,854 5,689
Motor vehicles B — 218
Auditors’ remuneration % B AN B & 900 820
Employee benefit expense (including Directors’ EERANAX (BEESHE
remuneration (note 8)): (FizE8)) :
Wages, salaries, allowances and benefits in kind T8 & ZREEEDAD 26,032 25,865
Equity-settled share option arrangements N AEE 2 BRI HE 1,880 1,526
Pension scheme contributions RINE ST EIBEFK
(defined contribution schemes) (FrEHzra) 4,038 4,751
Severance payments BEEE & 791 1,192
32,741 33,334
Foreign exchange differences, net ME 5, 7= 5EH R 1 223
Write-off of items of property, plant and equipment %72 « /5 M 3% & H Hifl 25 37 6
Loss on disposal of items of property, HEME  WEM
plant and equipment H R EE 7 —
Impairment of trade receivables JE s BR FOR (B 6 78
Research and development costs* * Tt 75 K i B8 i AR ** 3,251 2,976
Investment income BEWA (465) (524)
Gain on disposal of equity investments at fair HERATEBESRREERERRE
value through profit or loss BRI & 2 W as (20) =
Fair value gain on equity investments at fair BATEEYERERBRERRE Y
value through profit or loss AR E 2 A FEERKE = (1,325)
Fair value gain on an investment property wEYEZ AFEEKS (380) (898)

@ HE-_Z——S=ZA=1t—BHLFEZRH
PR 75 5K 28 B2 45 97 & K {E B & F) F 4,708,000
BT (T —Z 4 : 58240008 7T) * ZEK
ANREFFA MBI HE 2 BEBESF -

* The cost of services provided includes depreciation and employee benefit
expense of HK$4,708,000 for the year ended 31 March 2011 (2010:
HK$5,824,000), which is also included in the respective total amount
disclosed separately above.

> KEEMERAERASEEBEETHRE
kA% EEH M2 E S EF B 3,251,000 %
TT(=ZZT—ZT 4 : 29760008 T ) * & =5 kA
NMEFALMBIIFEE 2 EER/AMAIZH -

*x The research and development costs for the year include HK$3,251,000
(2010: HK$2,976,000) relating to employee benefit expense for research
and development activities, which is also included in the employee benefit
expense disclosed separately above.

At 31 March 2011, the Group had no material forfeited contributions R=ZT——F=A=+—8  A5EELELIK
available to reduce its contributions to the pension schemes in future EAEFUAEBERFER D HBRARSFEIHER
years (2010: Nil). (ZF—ZTF  &|E) -

EEREERERAT —T —FEH



Notes to the Financial Statements (continued) B %% 3R 3% Mt 5% (@)
31 March 2011 —E——#=HA=4+—H

7. Finance Costs 7. HBER
An analysis of finance costs is as follows: MEERSWAT :
Group
rEH
2011 2010
HK$'000 HK$'000
—E——F e S
FET T
Interest on bank overdrafts RITBLZ ZFE — 89
Interest on a finance lease HMBHE 2 FE 14 29
14 118
8. Directors’ Remuneration 8 EFis
Directors’ remuneration for the year, disclosed pursuant to the Rules FRNEEZMS BB R PTRIZEREZH LR
Governing the Listing of Securities on the Growth Enterprise Market ([BIZtR B REE R REHIE 16116
of the Stock Exchange (the “GEM Listing Rules”) and Section 161 of WEOT :
the Hong Kong Companies Ordinance, is as follows:
Group
rEH
2011 2010
HK$'000 HK$'000
—T——F —T-TF
FET FHEIT
Fees e 261 287
Other emoluments: HE S -
Salaries, allowances and benefits in kind e EREREYH G 7,175 5,444
Equity-settled share option arrangements UHEREE 7 B Bt 427 107
Pension scheme contributions RIKEETEIHEER 53 46
7,655 5,597
7,916 5,884
During the year, a Director was granted share options, in respect of RAFE  —REFpAAEERERB MR
her service to the Group, under the share option scheme of the BARNREREGSERBIE  E—FFHEB
Company, further details of which are set out in note 28 to the BRI SRR E28 - ZEHEREZ A FEE
financial statements. The fair value of such options which has been DRBRHBHEE  YEREBHEERSR
recognised in the income statement over the vesting period, was R MIARFEMBEHRER2ESBETAL
determined as at the date of grant and the amount included in the MEB=MEREERA -

financial statements for the current year is included in the above
directors’ remuneration disclosures.

— iR
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8.

(a)

(b)

Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)
31 March 2011 —&F——#=HA=4+—H

Directors’ Remuneration (continued) 8. EEiMswm
Independent non-executive Directors (@ BIUFHITEES
The fees paid to independent non-executive Directors during RENINTEIIRTEST 2B S
the year were as follows: U
2011 2010
HK$'000 HK$'000
—E——F —T-TF
FHET T T
Mr. Tam Chun Wan EIRE AL 61 —
Ms. Tse Yuet Ling, Justine M AR L 100 100
Ms. Lai May Lun REMmE LT 100 100
261 200
There were no other emoluments payable to the independent FRWEEMERNTEIIFENTESTZ
non-executive Directors during the year (2010: Nil). e (ZE—ZF : &) -
Executive Directors and non-executive Directors (b) HBITESRIITES
The emoluments of each Director are as follows: BEZFZMES0T -
Salaries, Equity-settled
allowances and share option Pension scheme
benefits in kind arrangements contributions Total
Fees e R UEREEZ B{Kk€ remuneration
B REVFE  BERERH HE - REEN B & 5t
HK$'000 HK$’000 HK$’000 HK$'000 HK$'000
FTHT FTHT THT FTHT FTHT
2011 —Eg——F
Executive Directors: WITES :
Mr. Yip Heon Ping EmFEE — 2,798 — 12 2,810
Mr. Yip Heon Keung EIDE:EH = 3,301 — 12 3,313
Ms. Li Luyi TR—LZ+ — 1,076 427 29 1,532
— 7,175 427 53 7,655
Non-executive Directors:  JE#ITE E -
Mr. Chen Xiaoxin (N — — — — —
Mr. Mah Yong Sun 5L B = — — - -
Dr. Xu Zhiming PR = = — — —
Mr. Zhang Ying SRAEFE — — - - -
— 7,175 427 53 7,655

Ms. Li Luyi was appointed as an executive Director of the
Company on 10 November 2010. Prior to this date, she was an
employee of the Group. The salaries, allowances and benefits
in kind accrued to her in her capacity as an employee of the
Group have not been included as part of her Director’s
remuneration for the year ended 31 March 2011.

B-LtR-F-BF+—ATA
EEEARRAZNGTES - RUL A
B RAAREZER  TE-LLiE

REASEREEN TR Z2FS

RRE R

EVNELEFAREBE_T——F=
A=t—RLFEZE=MER -

REMRERERAA

TR



Notes to the Financial Statements (continued) B %% 3R 3% Mt 5% (@)
31 March 2011 —E——#=HA=4+—H

8. Directors’ Remuneration (continued) 8. EEiM=#)
(b) Executive Directors and non-executive Directors (continued) (b) FTEERIHITEE(E)
Salaries,  Equity-settled
allowances and share option Pension scheme
benefits in kind  arrangements  contributions Total
Fees e B AEREEC R{K¥®  remuneration
e REDAE  BRERHEE HEGEN B <& 48t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTHET FHET FHET FHET FHET
2010 —E—ZF
Executive Directors: ’T§$
Mr. Yip Heon Ping HEmFiE — 2,025 — 8 2,033
Mr. Yip Heon Wai Hm#EEE — 661 — 4 665
Mr. Yip Heon Keung AL — 2,000 — 12 2,012
Mr. Guan Ming Jie BEARNEE 87 758 107 22 974
87 5,444 107 46 5,684
Non-executive Directors: EMITES -
Dr. Xu Zhiming rE R 4 — — — — —
Mr. Zhang Ying RASLE — — — — —
87 5,444 107 46 5,684
Mr. Yip Heon Ping was appointed as an executive Director of EMFEERZSZTNFNASBESE
the Company on 6 August 2009. Mr. Yip Heon Wai and Mr. EARRBZHITES - ERBELER
Guan Ming Jie retired as executive Directors of the Company ERARNEEB_ZETAFLA=THE
since 30 July 2009 and Mr. Yip Heon Wai remained as an RERRRBIMITES MEMAELE
employee of the Group. Mr. Yip Heon Wai's salaries, allowances MAEAEEZEE - EM@EEEERAE
and benefits in kind paid to him in his capacity as an employee SEEEERNTE2FH 2 ZMREY
of the Group had not been included as part of his Director’s MmtEAFAREBE—TE—TF=A=
remuneration for the year ended 31 March 2010. T—HBLEFEZESEHEA -
There was no arrangement under which a Director waived or agreed FRAWEESHEXRBREEMINE 2 28
to waive any remuneration during the year (2010: Nil). (ZZ—ZF:|) -
9. Five Highest Paid Employees 9. hEEREHES
The five highest paid employees during the year included three (2010: FALERRTHEERE=2(2—-F
three) Directors, details of whose remuneration are set out in note 8 F:=ZR)EF HMe@FE2 R EXMHzEs
above. Details of the remuneration of the remaining two (2010: two) Hilc FREBMB(ZZTE—ZTF : WB)IE
non-Director, highest paid employees for the year are as follows: ExnarEEZHEFBEOT :
Group
rEH
2011 2010
HK$'000 HK$'000
—2——F —T-ZF
FERT FHEIT
Salaries, allowances and benefits in kind Ha o ZEEREYAR 3,420 2,698
Equity-settled share option arrangements AR SR A 2 FE AR 2 BE 53 —
Pension scheme contributions RIKE 5 EI K 24 20
3,497 2,718

—
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9.

10.

Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)

Five Highest Paid Employees (continued)

The number of non-Director, highest paid employees whose

31 March 2011 —&F——#=HA=4+—H

9. HERSHES @)
MeBRATHARZFESERFHES ALK

remuneration fell within the following bands is as follows: s
Number of employees
EEAH
2011 2010
—E——fF —T-ZF
HK$1,000,001 to HK$ 1,500,000 1,000,001 % 7T £ 1,500,0007% 7T 1 2
HK$1,500,001 to HK$2,000,000 1,500,001 % 7T £ 2,000,0007% 7T — —
HK$2,000,001 to HK$2,500,000 2,000,001 7T & 2,500,0007% 7T 1 —
2 2
Income Tax FR&H

Hong Kong profits tax has not been provided as the Group did not
generate any assessable profits arising in Hong Kong during the year
(2010: Nil). Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries or jurisdictions
in which the Group operates.

HRAKRERFRLERBREBELEZE
AEM(ZF—FF &) WA EERS
BB 2B - HfbiR 2 EaR TSR TR
BAKEREXRBAEZBERKRIZERE
W2 BRITREFFEBRIEA °

2011 2010
HK$'000 HK$'000
—E——F —T-FF
FET FHET
Group: REF :

Current — Elsewhere BVER — H fth it [=
Charge for the year FRZH 1,291 362
Deferred (note 17) EIE (FaE17) 1,938 3,408
Total tax charge for the year FABIEX HEE 3,229 3,770

REMRERERAA

TR



Notes to the Financial Statements (continued) B %% 3R 3% Mt 5% (@)
31 March 2011 —E——#=HA=4+—H

10.

—
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Income Tax (continued) 10. FRi# (@)
A reconciliation of the tax charge/(credit) applicable to profit/(loss) LERRARR REFEH B AR EEA
before tax at the statutory tax rates for the jurisdictions in which the EREZEEBRRTE 2R AR, (E18)
Company and its principal subsidiaries operate to the tax charge at ZHEIE (Ee) BRERREAE LR
the effective tax rate, is as follows: B 2 HERAT :
2011 2010
HK$’000 HK$'000
—ZT——F T -EF
FTET FH&IT
Profit/(loss) before tax B ATE A, (E548) 4,524 (3,035)
Tax credit at the Hong Kong profits tax rate of BEBFEHMEI65%(ZFT—FF :
16.5% (2010: 16.5%) 165% ) st E 2 BiEE % (3,303) (3,098)
Tax expense at the Mainland China statutory 2 R B K BE A TE B % 25.0%
tax rate of 25.0% (2010: 25.0%) (ZZE—ZF : 250%)5tH 2
BIRF X 5,002 3,922
Lower applicable tax rate enjoyed by the Group AEBZEZREFEAE (1,724) (790)
Income not subject to tax BERB KA (194) (1,311)
Expenses not deductible for tax EEE 2,411 4,831
Tax losses utilised from previous periods BASEEES A HIEEE (701) =
Tax losses not recognised RNEMR 2 HIEEE 1,266 166
Effect of withholding tax at 5% on the RSB EARRE 2
distributable profits of the subsidiaries of the B B8 A 7] Al 99 Ik a2 A1) 5%
Group in Mainland China A TEINR 2 R 472 —
Tax charge at the Group’s effective rate BRASEERREAZE 2 HET Y 3,229 3,770

Under the Corporate Income Tax Law (the “New Corporation Income
Tax Law"”) of the Peoples Republic of China (the “PRC") being
effective on 1 January 2008, the PRC income tax rate is unified to
25% for all enterprises.

Pursuant to the notice on the Implementation Rules for Grandfather
Relief under the New Corporate Income Tax Law issued by the State
Council of the PRC on 26 December 2007, effective from 1 January
2008, the preferential tax enjoyed by Unison Networking Services
(Shanghai) Co., Ltd. (“Unison”), a subsidiary of the Group operating
in the PRC, is subject to the annual renewal requirement. The existing
preferential income tax rate pertaining to Prosten Technology
(Shanghai) Co., Ltd. (“Prosten SH"), a subsidiary of the Group
operating in the PRC, will gradually transit to the applicable tax rate
of 25%.

RER-_ZFZENF A -—BERZFEAR
HABE(THEDEERETHE(HEERS
BED  BLRZTEMBHRER—R
25% °

REFEBEERER_ZZTLF+ _A=-+XH
MGAR—FENFE—A - HRERZ AR
CEMSIEBERBERREBGD 2 BS -
REBRPBELE 2K B QA SRR
R (EB)BERARB(TEE]) ZAEZEENR
RABFEH  c ARERPRELLEZHE R
ReEgBBAMR(LB)ARARA(TREL
BHEHRBEZEEEMSHHXZEHBEK
RERATRE25% -
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10.

11.

12.

Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)

Income Tax (continued)

Unison was approved as a High-New Technology Enterprise (“HNTE")
for a three-year period from 1 January 2008 to 31 December 2010
and enjoyed the preferential tax rate of 15% during that period. In
the opinion of the Directors, Unison is qualified as an HNTE and will
apply for the renewal.

For the year ended 31 March 2011, Prosten SH was subject to an
average preferential tax rate of 23% (2010: 20%) and had unutilised
tax losses brought forward from prior years. Therefore, Prosten SH
was not subject to PRC Corporate Income Tax for the year.

Profit/(Loss) Attributable to Equity Holders of the Company

The consolidated profit/(loss) attributable to equity holders of the
Company for the year ended 31 March 2011 includes a loss of
approximately HK$3,766,000 (2010: HK$7,406,000) which has been
dealt with in the financial statements of the Company (note 29(b)).

Earnings/(Loss) Per Share Attributable to Ordinary Equity
Holders of the Company

The calculation of the basic earnings/(loss) per share amounts is
based on the profit for the year attributable to ordinary equity
holders of the Company of HK$1,295,000 (2010: loss of
HK$6,805,000), and the weighted average number of ordinary
shares of 755,876,096 (2010: 636,978,014) in issue during the year.

The calculation of the diluted earnings per share amount for the year
ended 31 March 2011 was based on the profit for that year
attributable to ordinary equity holders of the Company of
HK$1,295,000. The weighted average number of ordinary shares of
758,348,711 used in this calculation was the weighted average
number of ordinary shares in issue during the year, as used in the
basic earnings per share calculation, and the weighted average of
2,472,615 ordinary shares assumed to have been issued at no
consideration on the deemed exercise of 8,250,000 dilutive share
options during the year.

No adjustment was made to the basic loss per share amount
presented for the year ended 31 March 2010 in respect of a dilution
as the impact of the share options and convertible bonds outstanding
had an anti-dilutive effect on the basic loss per share amount
presented.

10.

11.

12.

31 March 2011 —&F——#=HA=4+—H

Frig#®i (&)

REERAURASHRMERE BT TNF—
A—BRE_ZT-—TF+-_A=+—HI"
RYP=F  HAZFI%2EEHE - EFR
B BETAERESSARMARMM - I
75 B 55 ST A R ML

HE—"T——F=A=1T—HILFE k=&
EBZFHBEBERERRBBR (T —FF:
20%) © B B EF R Z AR A BN IEE
BeFilt RELBRAFEHEINTER
EEH -

FavEEFAARIGRT - (85E)

HEZZ——F=A=+—HILFE ' ~AQF
ERSFEAEBGERAREN (BB BEEBEY
3,766,000/ 7T (== —Z4F : 7,406,000/ 7T ) -
WERARA 2 EHRTERE (HFE290)) °

FATEEEBBEAEEESREN
(B518)
BRERAF (FEE) HREARQ R L @EE
= A AFEAG & A F1,295,00078 0 (= F —
T : E5186,8050008 L) R FABE BT LR
% 2 fn4E F 159 81755,876,096 % ( — T — T4 ¢
636,978,0140% ) 5t & -

REBEE_ZT——F=ZA=+—HLLFE K
BSRANDBERRARLBESFAE ABEST
A5 A 1,295,000 At & © st EFTE A 2 &M
% pnAE F 580758348 71 R Bt E R EKRE
FEFFTA 2 FRE BITLBRMETHE - A
K B2 5%:8,250,0007 B # E & 2 2 B RER F A
REEITEMZRSTRERIT 2 R IMNEFH
#2,472,6150% °

B A 1 R AT (8 2 BB AR A I AT A IR (B 25 B P 2 51
ZEREANBEAERBETE WA EH
HE-Z-—ZTF=RA=+—HILFEMZIIZ
BREABESRFEHETAE

TR
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Notes to the Financial Statements (continued) B %% 3R 3% Mt 5% (@)

31 March 2011 —E——#=HA=4+—H

13. Property, Plant and Equipment

13. Y% - BMERRE

Group rEE
Office and
computer
Leasehold equipment,
building in furniture
Mainland Leasehold and fixtures
China improvements WAER Motor
B K BE HE SHRZME-  vehices Total
ZHEERTF MELE HAREE AE st
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
THERT FERT THERT FERT FERT
31 March 2011 —B——F
=A=+-—H
Cost: RAE :
At beginning of year REY) 1,385 1,342 12,859 3,702 19,288
Additions NE = 639 409 729 1,777
Disposals HE — — (813) — (813)
Write-off i £5 — (950) (50) — (1,000)
Exchange realignment PE 5 38 & — 31 346 87 464
At 31 March 2011 R-E——F
—A=+—H 1,385 1,062 12,751 4,518 19,716
Accumulated depreciation R ITE R EME ¢
and impairment:
At beginning of year REW) 176 1,137 11,587 1,610 14,510
Provided for the year FAEAE 35 176 814 1,029 2,054
Disposals H & = — (791) — (791)
Write-off i £ — (913) (50) — (963)
Exchange realignment R — 29 306 44 379
At 31 March 2011 N-ZE——F
=—A=+—H 211 429 11,866 2,683 15,189
Net book value: BRTEEE :
At 31 March 2011 R-ZE——F
=A=+—8H 1,174 633 885 1,835 4,527
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Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)
31 March 2011 —&F——#=HA=4+—H

13. Property, Plant and Equipment (continued) 13. Y% - BERREE @

Group (continued) AEH (48)
Office and
computer
Leasehold equipment,
building in furniture
Mainland Leasehold and fixtures
China improvements WAER Motor
R B KB HE SHERE-  vehicles Total
ZHEERTF MEEE KRREE RE et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET FHET
31 March 2010 —E-—FF
=H=t+-—H
Cost: RAE :
At beginning of year MNEA) 1,385 1,167 14,089 2,534 19,175
Additions N B — 282 424 1,158 1,864
Disposals HeE — — (93) = (93)
Write-off il g8 — (111) (1,602) — (1,713)
Exchange realignment bE i & — 4 41 10 55
At 31 March 2010 RZZE—TF
=A=+—H 1,385 1,342 12,859 3,702 19,288
Accumulated depreciation R ITEREE :
and impairment:
At beginning of year R E ] 142 1,025 12,227 881 14,275
Provided for the year FRBHE 34 219 1,008 724 1,985
Disposals He — — (89) — (89)
Write-off i — (111) (1,596) — (1,707)
Exchange realignment bE 3 & — 4 37 5 46
At 31 March 2010 R-ZE—TF
=A=+—H 176 1,137 11,587 1,610 14,510
Net book value: BREFE :
At 31 March 2010 R-ZE—ZTF
=A=+—H 1,209 205 1,272 2,092 4,778

AEEZHERFUARBEORE - LRXHE
REE °

The Group’s leasehold building is held under a long term lease and is
situated in Mainland China.

AEBERBUVBHEREZWE  WELEH
ZEmMFERER-_Z—F=ZA=+—8Z2
YRE R {E148,0008 L (=& —Z F © 304,000
BIT) °

The net book value of the Group’s property, plant and equipment
held under a finance lease included in the total amount of motor
vehicles at 31 March 2011 amounted to HK$148,000 (2010:
HK$304,000).

REMRERERAA

TR



Notes to the Financial Statements (continued) B %% 3R 3% Mt 5% (@)
31 March 2011 —E——#=HA=4+—H

14. Investment Property 14. BHEYE

Group

rEE
2011 2010
HK$'000 HK$'000
—E——F —E-FF
THERT FHET
Carrying amount at beginning of year REF 2 BREE 2,797 1,888
Exchange realignment PE 7 A% 101 11
Fair value adjustment N EFHE 380 898
Carrying amount at 31 March R=RA=+—HBZEHEAE 3,278 2,797

AEBZREVERBILEXA ERIGER
THEHTAEMAERABIKERITARALH
MEEER-_ZTZ——F=A=+—HEHA
3,278,000/ 7T (= ZF —Z4F © 2,797,000/ 7T) °

The Group's investment property was revalued on 31 March 2011 by
Jones Lang LaSalle Sallmanns Limited, an independent firm of
professionally qualified valuers, at HK$3,278,000 (2010:
HK$2,797,000) on an open market, existing use basis.

AEBzREYWERBEEHRHANTE - Eipit
AR B AL B R R E P9 AR 2365725 5%
B7EIEANSTE  AEEEEMZ AR -

The Group’s investment property is held under a long term lease and
its address is Room 807, Entrance 1, Level 7, Building 25, No. Yi 36,
Dongzhimenwai Street, Dongcheng District, Beijing, the PRC, for the
use as a residential unit.

15. NBATIZIRE

15. Investments in Subsidiaries

Group

AEE
2011 2010
HK$'000 HK$'000
—E——F —E-FF
FET AT
Unlisted shares, at cost IEETRRMD » AR 27,445 27,445
Due from subsidiaries JiE W B /B & ) SR IR 387,467 385,728
Due to subsidiaries JE 1<t B BB & &) k38 (575) =
414,337 413,173
Impairment TR (393,850) (393,850)
20,487 19,323

The amounts due from/(to) subsidiaries are unsecured, interest-free
and will not be repayable within the next twelve months from the
end of the reporting period.

—

PROSTEN TECHNOLOGY HOLDINGS LIMITED  Annual Report 2011

EY(ER)MBRARESEER &8
RBERBERRES KK 12EAREN -

A A A A A A A A A AR Y




Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)
31 March 2011 —&F——#=HA=4+—H

15. RMBATIZIRE (&)
R-E——F=A=+—8  KAFRIEEH

15. Investments in Subsidiaries (continued)

Particulars of the Company’s principal subsidiaries as at 31 March

2011 are as follows: BARZEFIBIT :

Place of Nominal value Percentage

incorporation/ of issued of equity

registration and ordinary share/ attributable to

operations  registered capital the Company
Name HEMER L, CRITZER ADTFIMEME  Principal activities
=E o i K% & 4E i B HEfMERZHEE EEEDL FEXK
Prosten (BVI) Limited British Virgin Islands/ Us$21,025 100 Investment holding
Hong Kong 21,0253% 7T RE 2R

KBRS/
BB
Prosten Technology Co. Hong Kong HK$1,000,000 100 Investment holding
Limited BB 1,000,0007% 7T BB
REMKARAA
Prolink Technology Limited Hong Kong HK$5 100 Investment holding
BRI R AR QA BB 5ATT RE =R
Worldly Limited Hong Kong HK$10,000 100 Investment holding
M FHRAF] BB 10,0007% 7T &R
Welltop Investment Limited Hong Kong HK$1,000 100 Investment holding
AR B B IR A BB 1,000 7T BRER
Prosten Technology PRC/Mainland China US$3,500,000 100 Provision of
(Shanghai) Co., Ltd.*/** AR H B K B 3,500,000 7T wireless mobile
REZ BB value-added services
(L8) BRA R */** R EGEE
EERS
Unison Networking Services PRC/Mainland China US$1,500,000 100 Provision of
(Shanghai) Co., Ltd.*/** R B K fE 1,500,000 7T, wireless mobile
15 A 4% BT AR 7S value-added services
(L£8)BRA A RHEZEH
EERS
BJ Xin Tong Le Sou PRC/Mainland China RMB1,000,000 100 Provision of
Technology Co Ltd.*/** FEHREIARE AR 1,000,000 wireless mobile
bR MR value-added services
IR A 2] e REREBH
1B PR
S The statutory financial statements of these subsidiaries were not audited by L hEWB AR ZEEMBRERIWIFHEEL

K& T ED E R PTS & K B R B E S AT 2B
MR B E RRIER

Ernst & Young, Hong Kong or another member firm of the Ernst & Young
global network.

*E Registered as wholly-foreign-owned enterprises under the PRC Law. *%

RBPBEEZEMIHBERLE -

—F——F5H

REMRERERAA
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31 March 2011 —E——#=HA=4+—H

15. Investments in Subsidiaries (continued)

Except for Prosten (BVI) Limited, all other subsidiaries are indirectly
held by the Company.

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.

15.

R BAS ZE (#)

[ Prosten (BVI) Limited4h + BT E b i & A &35
HAAGIEEREE -

ERFINREERRIBEFERAFREZRAL
BRAEREEFEZEIZAD 2 RARNE
RE-BEZRR JIEEMHBRRZFHER
SRIBBRITE

16. Available-for-sale Investments 16. Tt ERE
Group
rEEH
2011 2010
HK$'000 HK$'000
—E——5F —E—T4F
FET FAT
Club debentures, at cost @FTES - IR 809 796

As at the end of the reporting period, club debentures were stated at
cost as the Directors are of the opinion that their fair values cannot
be measured reliably because the range of reasonable fair value
estimates is so significant. The Group does not intend to dispose of
them in the near future.

RBERR - SRESERAIE  RESA
FEEMGFZAEHEREN  EFERRAFE
EREAIEANE - AREEENTARRLE

BEES
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Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)
31 March 2011 —&F——#=HA=4+—H

17. Deferred Tax 17. EEHIE

The movements in deferred tax assets and liabilities during the year BEEHRBEEERBERFAZEBNT
are as follows:

Deferred tax assets BEREEE
Group rEE Losses available
for offsetting against
future taxable profits
A A EE 8
AR PE R B % Al 2 &5 B
2011 2010
HK$'000 HK$'000
=E——F —T-TF
THET FHET
At beginning of year REH] 4,990 8,377
Deferred tax charged to the FARBRERINRZ
income statement during the year (note 10) EIEFEIE (HI7E10) (1,466) (3,408)
Exchange realignment B 5, 58 2 91 21
At 31 March R=A=+—H 3,615 4,990

At 31 March 2010, the Group has tax losses arising in another RZZBE-—TF=A=+—HB XEEREFBEX
subsidiary in Mainland China of HK$4,672,000 that would expire in B 2 5 — [ BT /& & =] 2= A2 7% 18 &5 154,672,000
five years for offsetting against future taxable profits. At 31 March BT ,\Hﬂif‘ﬁié | B 1 1 AT 8 AR R B R
2011, these tax losses have been fully utilised. RERTEAN - RZTE——F=A=+—8 "

ZERABBEC28ER -

Deferred tax liabilities BEEBBEERE
Group rEE Withholding taxes
EMB
2011 2010
HK$'000 HK$'000
=E——F —T-ZF
TET FAET
At beginning of year REA) = 1,160
Deferred tax charged to the income statement FAREBRERNKRZ

during the year (note 10) EERE (FI5E10) 472 —
Withholding taxes paid during the year FRE 2B = (1,160)
At 31 March REFZ=Fr—F 472 —

EEREERERAT —T —FEH
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17.

18.

Deferred Tax (continued)

Deferred tax liabilities (continued)

Pursuant to the New Corporate Income Tax Law of the PRC, a 10%
withholding tax is levied on dividends declared to foreign investors
from the foreign investment enterprises established in Mainland
China. The requirement is effective from 1 January 2008 and applies
to earnings after 31 December 2007. A lower withholding tax rate
may be applied if there is a tax treaty between Mainland China and
the respective jurisdictions of the foreign investors.

For the Group, the applicable rate is 5%. The Group is therefore
liable for withholding taxes on dividends distributed by those
subsidiaries established in Mainland China in respect of earnings
generated after 1 January 2008.

Trade Receivables

17.

18.

EIEHLIA (&)

FEHBEME (E)

RIE B 2 S ERRE L - AR P BIRRE
KA 2 SNE S EREINEE BT IR 2 IR B8
10% T8 - BREAREH ST NF—F—H
BER  TEAR-_ZTtF+-_A=+—H
%2 BF o W B AREREE 2 BINEEE T
BRIEHEETBBEKLY - Bt g i InERIE
ZTEMBIE -

REBZBERAHERS% - Bt NEBEAER

R BERERIZZHBARNE _—ZZENF—H
—RAREEZBND K ZKBHMBIH -

FE W AR =R

Group
rEE
2011 2010
HK$'000 HK$'000
—E——F —E-TF
FaT FB T
Trade receivables JFE L AR 3R 69,299 16,416
Impairment allowances B 1 (465) (446)
68,834 15,970

The Group’s trade receivables, which generally have credit terms of
one month to three months pursuant to the provisions of the relevant
contracts, are recognised and carried at the original invoice amount,
and an estimate of impairment of trade receivables is made and
deducted when collection of the full amount is no longer probable.
There is a significant concentration of credit risk as over 51% (2010:
77%) of the balance represented a receivable from one customer.
Trade receivables are unsecured and non-interest-bearing.

PROSTEN TECHNOLOGY HOLDINGS LIMITED  Annual Report 2011
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Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)
31 March 2011 —&F——#=HA=4+—H

18. Trade Receivables (continued) 18. FEURERFR (&)

An aged analysis of the Group’s trade receivables, net of impairment N6 [ FE UL AR TR (SN BR R B R AR R 4R (AR 75

and based on the month of services rendered, is as follows: Rip) 2R DT T
Group
rEE
2011 2010
HK$°000 HK$'000
—E——F —E-TF
FET FHT
Within 3 months 38 AR 35,259 15,970
4 to 6 months 4ZE61E A 9,924 —
7 to 12 months 721218 B 19,587 —
Over 1 year HBiE1F 4,064 —
68,834 15,970
The movements in impairment of trade receivables are as follows: FEWERTURE 2 # 8T :
Group
rEH
2011 2010
HK$'000 HK$'000
—E——F —E-TF
TERT FHET
At beginning of year REH] 446 7,716
Impairment losses recognised (note 6) B iR AEEE (HE6) 6 78
Amount written off as uncollectible = A UG (O] T i 8 2 & B8 — (7,349)
Exchange realignment BE 5, 5 B 13 1
At 31 March W=A=+—8H 465 446

Lt ERER R ZBEREEARERE RE
EWERRIEL 2 EBE  EREMZEERES
465,00078 70 (—ZZ —Z4F © 446,000/ 7T) © &

The above provisions for impairment of trade receivables are
provisions for individually impaired trade receivables with a carrying
amount before provision of HK$465,000 (2010: HK$446,000). The
individually impaired trade receivables relate to customers whose AERERKEREE REBERANRZER
balances have been overdue for a long time. The Group does not B - ARBWERZFERFTEEMERR
hold any collateral or other credit enhancements over these balances. FIEH H A EE R EEE

EEREERERAT —T —FEH
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31 March 2011 —E——#=HA=4+—H

18. Trade Receivables (continued) 18. FEMCRARFR (&)
An aged analysis of the trade receivables that are not considered to THERERBEZEBKRER(REINRE) 2
be impaired, based on the due date, is as follows: R DTN
Group
~EE
2011 2010
HK$'000 HK$'000
—E——fF —E-TF
FTET FAIT
Neither past due nor impaired 37 #2580 B SRk (B 18,327 10,868
Less than 1 month past due wEALR11EA 7,343 5,102
1 to 3 months past due BEm#1E3EA 9,470 =
4 to 6 months past due EmEl4aE6EA 10,163 —
7 to 12 months past due @7 E 1218 A 19,357 =
Past due for more than 1 year EE e —F 4,174 —
68,834 15,970
Receivables that were neither past due nor impaired relate to several W B MR E 2 ERFRRBREFERH -
customers for whom there was no recent history of default. BEBRLENREELE -
Receivables that were past due but not impaired relate to a number EAEENEZBRABREFLELAEHE
of independent customers that have a good repayment record with BERFBARHECBLELBRM - RIBEAE
the Group. Based on past experience, the Directors of the Company B ARAEFRR BHRAEHEBZE
are of the opinion that no impairment allowance is necessary in EERUESKEE - BHR BRI 2HUKE -
respect of these balances as there has not been a significant change BHBBHZERBENERE ARETE
in credit quality and the balances are still considered fully recoverable. NZEEBFECMNERMELEMEE
The Group does not hold any collateral or other credit enhancements BETEHE °

over these balances.

—
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Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)
31 March 2011 —&F——#=HA=4+—H

19. Prepayments, Deposits and Other Receivables 19. FEfRIE ;T REMEKRIE
Group Company
AEE VNN
2011 2010 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000
—EB——F —ET-TF =ZB—-—-F "—T-TF
FTET T T FET T T
Prepayments SCERE = 1,001 617 147 143
Deposit for acquisition of WHEMBARZ
a subsidiary* HC 330 — — —
Deposits and other receivables 51 & M H fib fE U FRIE 6,360 5,600 — =
7,691 6,217 147 143
Less: Current portion B mEE S (6,865) (6,217) (147) (143)
Non-current portion SEMENE 7 826 — — —
= On 16 February 2011, the Group entered into a sales and purchase & RZE——FZA+ B  AEEENEE
agreement with four independent third parties, to acquire 100% equity NE=ZFAVZEBERE - AKREILR S BN
interest of 1t RS BURHZ AR A F], a company established in the PRC, at BIERAERAR (RAFPBIKYZ AR Z100% &
a cash consideration of RMB300,000 (the “Acquisition”). A deposit of AigEm - ReRERARK3000007T ([ U 5HE
HK$330,000 was paid by the Group during the year and included as a non- FI1H]) - AEEE R F A X 5] £330,000%
current deposit at the end of the reporting period. On 25 April 2011, the TL AFARBRERZIERBE© - WEFE
Acquisition was completed (note 35). ER=—ZT——FMA=-+HAMK(MFE35) °
None of the above assets is either past due or impaired. The financial Pt EEMESESURE - A LA SR S
assets included in the above balances relate to receivables for which BEEMTBW AT REEDE 2 EKRKIEA
there was no recent history of default. g -

EEREERERAT —T —FEH
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20. Equity Investments at Fair Value Through Profit or Loss 20. MAFEEIRREERREE ZRE

"&E
Group
rEE
2011 2010
HK$'000 HK$'000
—E——fF —E-TF
FTHER FHEIT
Hong Kong listed equity investments, B EMRERE -
at market value BHE — 3,235
Others Hib — 1
— 3,236
The above equity investments at 31 March 2010 were, upon initial EFHR =T —ZTF=A=T—HZRELRER
recognition, designated by the Group as financial assets at fair value %ﬂﬁ“ﬁ@ab HT WARKREREEREA T EER
through profit or loss as they were managed and their performance REERREEZeMEE  REARZERE
was evaluated on a fair value basis and information about the BEEEEERARREATFEEELEN G M
investments was provided on that basis to the Group's key BAREZENTIRBEZELERALNEEZ T2
management personnel. ERABREME -
21. Due from Directors 2. BWESZRIE
Particulars of amounts due from the Directors, disclosed pursuant to RIEFBARIEHFE16BEEREZERESER
Section 161B of the Hong Kong Companies Ordinance, are as BZHHBWT
follows:
Maximum
amount
31 March outstanding 1 April
2011  during the year 2010
—E——F FRES —T-TF
Name %A =HA=+-—H HAREESRE rMA—H
HK$'000 HK$'000 HK$'000
FTET FTExT FHEIT
Mr. Yip Heon Ping EmTrs 546 1,257 473
Mr. Yip Heon Keung EJLL: P ke 705 1,500 230
1,251 703
The amounts due from Directors are unsecured, interest-free and EWEEZ RER/ERR - 2B RAERERE
repayable on demand. B -

— iR
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23.

Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

31 March 2011 —E——#=H=4+—H

Cash and Cash Equivalents and Pledged Deposits 22 RaRBREFEYLUREHRBER
Group Company
REE b NG|
2011 2010 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000
—E——-F Z—ZE-TF ZB-—fF "—T-ZF
FTHET FAET FTHET FHEIT
Cash and bank balances W& RIRITHE R 30,397 21,016 56 3,533
Time deposits TE HTF R 3,776 49,770 — —
34,173 70,786 56 3,533
Less: Pledged time deposits for B BIRITEERRZ
banking facilities T HIfF K (236) (228) = =
Cash and cash equivalents BeRIBLEEY 33,937 70,558 56 3,533

At the end of the reporting period, the cash and bank balances and
time deposits of the Group denominated in Renminbi (“RMB")
amounted to HK$17,848,000 (2010: HK$38,433,000). The RMB is
not freely convertible into other currencies, however, under Mainland
China’s Foreign Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange Regulations, the
Group is permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying periods
of between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short term time deposit rates. The bank balances and pledged time
deposits are deposited with creditworthy banks with no recent history
of default.

Trade Payables

An aged analysis of the trade payables as at the end of the reporting
period, based on the month of services rendered, is as follows:

23.

REBRBEHRAARB(NARE ) FHE
2R e RIRTT 4 K € HATF 38 517,848,000 %5
JTL(=ZZ—ZT4F : 38433,000/87L) - AR
AEALBAHEMEY MHREFBEREZ
SNEE BIRAEM) - ARKEIE - EERHIEEER
E - AEEEESBEREETINER S FER
ZHRITBARBHBRABEME -

ROTEFARESARTERNEEEZ TS
MEEFS - BHEHMERSH—BE=@AAT
EF BIFAKEERZREFEME - XRE
R HEMERA XL - |RITEHRRCDE
REREFERERRNCHRTESNREELHAE
BRIFZIRT °

FE& 14 AR X

IR K - RIBIR LIRS B 1 2 18 o AR AR
BAMMT :

Group

AEE
2011 2010
HK$'000 HK$'000
—E——F —E-FF
FET T T
Within 3 months 3@ A A 306 1,061
4 to 6 months 4%£61E A 149 60
7 to 12 months 721218 A 356 102
Over 12 months HBiE121E A 2,962 2,151
3,773 3,374

The trade payables are non-interest-bearing and are normally settled
on three-month terms.

ENERSTEE  —RR=ZBAREE -

EEREERERAT —T —FEH
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24. Other Payables and Accruals

24. H A FERIAR BRI

Group Company
EME AT

2011 2010 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000
—E——F "T-TH ZEB-—-—F _"T-TF
FTER FHET FTER FHET
Other payables H th FE < 5RIE 4,156 342 — —
Accruals FE&T5RIA 9,632 4,768 1,356 2,416
13,788 8,220 1,356 2,416

Other payables and accruals are non-interest-bearing and have an
average term of three months.

25. Finance Lease Payables

As at 31 March 2011, the Group leases a motor vehicle under a
finance lease and the total future minimum lease payments under
the non-cancellable finance lease and its present values are as

H o & BOR KR KRR TE R - FHRE
RE={EA -

25. EAMHBEHRERIE

R-ZZE——F=A=+—RH AEEREVE
HMEMERETE  MRETTHEMEHEER
BRENzZREHEMNREERLRERENT :

follows:
Group REHE Present value of
Minimum lease minimum lease
payments payments
BREAEMK BEREEMNRZEE
2011 2010 2011 2010
HK$°000 HK$'000 HK$'000 HK$'000
—E——F5 ZE-TF ZB——F —ZT-FF
FET T T FET FATT
Amounts payable: JE A FRIR
Within one year —F R 53 159 52 145
In the second year E_F — 53 — 52
Total minimum finance lease RIEF B HEMK
payments 4 FE 53 212 52 197
Future finance charges AR IS E (1) (15)
Total net finance lease payables e B S E IR F R
B 52 197
Portion classified as current liabilities NEARBAE I (52) (145)
Non-current portion FERE D = 52

— iR
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26.

Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

Convertible Bonds and Embedded Derivative

During the year ended 31 March 2008, the Company entered into a
subscription agreement (the “Subscription Agreement”) with
Tallmany Enterprises Limited (“Tallmany”) and China Broadband
Capital Partners, L.P. ("CBC") for the issuance of five-year zero-
coupon convertible bonds (the “Convertible Bonds”) in the principal
amount of HK$28,800,000. In the same year, the Convertible Bonds
were issued by the Company to Tallmany in the principal amount of
HK$28,800,000 (the “Principal Amount”) pursuant to the terms as
set out in a Deed Poll dated 6 June 2007 (the “CB Terms”).

During the year ended 31 March 2009, early redemption of the
Convertible Bonds was demanded by Tallmany on the basis of an
alleged breach of the Subscription Agreement.

During the year ended 31 March 2010, the Company entered into a
settlement agreement (the “Settlement Agreement”) with Tallmany
and CBC. Under the Settlement Agreement, the Company agreed to
pay to Tallmany on or before 31 December 2009, a sum of
HK$36,000,000, being the judgement sum under a summary
judgement (the “Summary Judgement”), plus interest (the “Interest”)
accrued at the judgement rate from 10 March 2009 to the date of
actual payment (collectively, the “Settlement Amount”), as well as a
sum of HK$1,650,000 in respect of Tallmany’s legal costs against the
Company arising from the high court action (the “High Court
Action”) and the appeal (the “Legal Costs”). The Settlement
Agreement further provided that the appeal by the Company as co-
defendant be withdrawn.

During the year ended 31 March 2010, the payment obligations of
the Company under the Settlement Agreement, including the
Settlement Amount, in the total amount of HK$38,324,000, together
with the said Legal Costs in the sum of HK$1,650,000 were paid and
performed in full. Following the settlement of the Company’s above-
mentioned payment obligations, the Company’s liabilities and
obligations under the Summary Judgement, the High Court Action,
the Subscription Agreement and the CB Terms were fully and finally
settled. Accordingly, the liability and the derivative components of
the Convertible Bonds which had been recognised as current
liabilities were derecognised. During the year ended 31 March 2010,
a gain on derecognition of convertible bonds of HK$5,446,000 and a
fair value loss on derivative component of convertible bonds of
HK$1,654,000 were recognised in the consolidated income
statement. In addition, the Interest and the Legal Costs of
HK$3,974,000 in total were charged to other expenses in the
consolidated income statement for the year ended 31 March 2010.

26.

31 March 2011 —E——#=H=4+—H

iR EFRBRAXTETR

REBEE_ZTETENF=ZA=F+—"HLEFE"
N QA BT A€ € 428,800,000 7T Z
hEHZESRKRESF(TAIRKES]) M
Tallmany Enterprises Limited ([ Tallmany ) % China
Broadband Capital Partners, L.P.([ CBCJ) 5] iZ &
Bz ((REBZE] - BF - XARRIEKEA
HAEZTELFNANBZEERBITZEMEIGK
([T AR E S 155K ]) M Talmany 317 A & & 58
#328,800,000/ 7T ([ A& &5 ]) 2 AIRES -

REBEE-ZTEANF=ZA=+—HILFE &R
5 18 32 IR R BB 3 % - Tallmany 2 S 4 A JE [ 7]
BIRES °

REBEE-_ZT-—ZTF=ZA=+—HILEFE " &K
A A B Tallmany 5% CBC T 32 A f## 175 =% ([ A0 f# 173
#H BEMEHH ARAFARER-ZZ
NEFE+ =B =+ — B3k .Z Al [Talmany 3 fF
36,000,000/ 7T (B4R ¥R 5 5 #R ([ 5 HR D)
ZHIREE) MEE—EEAE=A+HZE
BRI AHILEHERERFNERREZFE
(M) SmEIAMFELEE]) LA &Talmany 5t
HARANSFERFR([SFEARFR])
N EFRETE £ 2 A% 1,650,000/ 7T ([FAE ) °
MEpmE—PeIEBBARAEARRF S
A2 EFFF ARG o

REBEE-—Z-—FFE=A=+—RHItFE AR
RIERB I N EBITME RS T 2 REE
B IR AR & %8 & $£38,324,000/8 7T © A K&ttt
FA 1,650,000/ 70 - REITAR R LS RE
F8  ARBIRESHER 2T ERFD - R
BHERTRBRESGRETZEBBERER
EEHERKREH -l EERARDARE
ZABRRESFZEERTET AL S E B
R -REBEE_ZT—ZTF=A=1+—HLHF
B - BB R A AR E 5 2 K #5,446,000/% 7T
R BRERESTET AR 2 A EEEIE
1,654,000 TTE RS HRm R AR o I -
MERAEAS H£3974000B TENEHE —T —
TFE=A=t—HULEFEZRAIBEERRNZE
ftb B 2 HIBR o

TR

REMRERERAA
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26. Convertible Bonds and Embedded Derivative (continued) 26. TEKREFEBRAINCTETR (&)

The movements in the liability and derivative components of the RBE_ZT—ZTF=A=+—HILFE - A[#
Convertible Bonds during the year ended 31 March 2010 were as BEFZEBERITETERD ZEFHAT ¢
follows:
Liability Derivative
component  component Total
EEHs TEIAEHRD st
HK$'000 HK$'000 HK$'000
FHET FHT T
At 1 April 2009 RZZEZTNFMNA—H 36,000 3,792 39,792
Fair value loss recognised during FRERZRATEE
the year E548 — 1,654 1,654
Derecognised during the year FRREER (36,000) (5,446) (41,446)
At 31 March 2010 RZZE—ZEF=A=+—H = = =
27. Share Capital 27. B’=&x
2011 2010
HK$'000 HK$'000
Shares IR 13 —2——-fF —E-TF
FTHET FHET
Authorised: JETE ¢
2,500,000,000 (2010: 2,500,000,000) BREE010E T2 & B
ordinary shares of HK$0.10 each 2,500,000,000 %
—Z—FT 4 : 2,500,000,0004% ) 250,000 250,000
Issued and fully paid: BERITRATE :
756,355,000 (2010: 752,955,000) BRREEI10E T2 EE
ordinary shares of HK$0.10 each 756,355,000 A%
—ZE—F 4 : 752,955,0004% ) 75,635 75,295

— iR
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

31 March 2011 —E——#=H=4+—H

27. Share Capital (continued) 27. BE(®)
A summary of the transactions during the year with reference to the FRNETELRARABEBITRAEH 25
movements in the Company’s issued share capital is as follows: BEMT :
Number of Share
shares in Issued premium
issue capital account
BT 21T R 3 Total
R EE IR 2 i B AR e
Notes HK$'000 HK$'000 HK$'000
k3 FHIT FHET FHET
At 1 April 2009 RZZETNF
MmA—H 597,675,000 59,767 348,934 408,701

Issue of shares BT D (a) 150,000,000 15,000 22,500 37,500

Share options exercised 1715 B A% #E (b) 5,280,000 528 321 849

Transfer of share option reserve R T (R

on the exercised share options B 2 B I ARE o 4 (b) — — 566 566
752,955,000 75,295 372,321 447,616
Share issue expenses BRADEETR X = = (389) (389)
At 31 March 2010 and R-ZE—ZF
1 April 2010 =A=+—HK
—E-TFMYH—H 752,955,000 75,295 371,932 447,227
Share options exercised 1T AR (c) 3,400,000 340 297 637
Transfer of share option reserve B & #e /& 17 {50 B
on the exercised share options R I e (0) — — 239 239
At 31 March 2011 R-Z——4&F
=A=+—8H 756,355,000 75,635 372,468 448,103

Notes: P&

(a) On 2 December 2009, the Company entered into a share placing agreement @) —EENE+-_F=-F AATE—ZE
with a third party in respect of the subscription of 150,000,000 new FITRARERZE  NASBIRER025
ordinary shares of HK$0.10 each at a price of HK$0.25 per share. The %752{“*%3 @%150000 000 % 5 B3 E (20.103%
subscription was completed on 30 December 2009. The premium on the U ERG  c AREECR —_ETNE+—
issue of shares, amounted to approximately HK$22,500,000 (before share A=+H=mK - g;s 7R85 > 5% {8 922,500,000
issue of expenses of HK$389,000) was credited to the Company’s share %ﬁ (?D R & 15 B 1T ;ﬁ 3‘2389 OO(/)\‘}%E:EVTJ) éﬁ+
premium account. ANE B R B '

(b) During the year ended 31 March 2010, the subscription rights attaching to (b) HE—ZEZ—ZT&E=A=+—RBIt&EE -
700,000 and 4,580,000 share options were exercised at subscription prices 700 OOO{ 24,580,000 15 B B 4 F7 B 22 B 4
of HK$0.10 and HK$0.17 per share, respectively, resulting in the issuance of 5 Bl 32 7 B (B 5 §20.10 75 7T %0, 17/75 T1T
5,280,000 ordinary shares of HK$0.10 each for a total cash consideration, @ W E A S A E (40 g@*ﬁ IR BT) 49
before the related expenses, of approximately HK$849,000. Upon the share 849,000 % 7T, % 175,280,000 % 5 A% [ {H0.10 7%
options being exercised, HK$566,000 was transferred from the share option T EEAR o ISR R
reserve to the share premium account. =~ 566,000 T8I B S AR 1) R B BE o

(o] During the year ended 31 March 2011, the subscription rights attaching to © HE—ZT——&E=—BA=+—RIt&EE-
300,000, 550,000, 850,000 and 1,700,000 share options were exercised at 300,0003 * 550,00013 * 850,00013 % 1,700,000
subscription prices of HK$0.40, HK$0.26, HK$0.10 and HK$0.17 per share, DEREFRNZERZD 37\'?3'] R E TR
respectively, resulting in the issuance of 3,400,000 ordinary shares of 0403 7T - 026/% IE - 0103 7T &O 1738 1T
HK$0.10 each for a total cash consideration, before the related expenses, of F ERIRADSAB (MR EEE X)L
approximately HK$637,000. Upon the share options being exercised, 637,000 % 7T 2% 173, 40dbOOHx 15 7% [ (E0.10 5
HK$239,000 was transferred from the share option reserve to the share T B o BN ITE R 0 BERR R RS
premium account. HR 2.239,00074 T B E R D R E R

Share options B B A

Details of the Company’s share option schemes are included in note
28 to the financial statements.

ARBZBBREEFS

RN E )
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Notes to the Financial Statements (continued) B} %% 3R 3% M 5% (@)
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28.

Share Option Schemes

The Company operates a share option scheme for the purpose of
providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. The Company’s
original share option scheme which was approved by the
shareholders on 7 March 2000 (the “Old Scheme”) was terminated
and replaced by a new share option scheme approved by the
shareholders at the extraordinary general meeting of the Company
held on 9 April 2002 (the “New Scheme”). The options granted
under the Old Scheme remain exercisable within their respective
exercise periods.

(a)

(b)

Old Scheme

The Old Scheme became effective for a period of 10 years
commencing on the listing of the Company’s shares on GEM of
the Exchange on 28 March 2000. Eligible participants of the
Old Scheme include the Company’s Directors and employees of
the Group. Under the Old Scheme, the Board was authorised,
at its absolute discretion, to grant options to the Company’s
Directors and employees of the Group to subscribe for ordinary
shares of the Company. The exercise period of the options
granted is determinable by the Directors, and commences after
a certain vesting period and ends in any event not later than 10
years from the respective date when the share options are
granted, subject to the provisions for early termination thereof.

New Scheme

The New Scheme became effective for a period of 10 years
commencing on 23 April 2002. Eligible participants of the New
Scheme include all Directors and employees of the Group,
suppliers, customers, consultants who provided services to the
Group, shareholders of the subsidiaries of the Group and joint
venture partners. Under the New Scheme, the Directors may, at
their sole discretion, grant to any eligible participants options
to subscribe for ordinary shares of the Company at the highest
of (i) the closing price of shares of the Company on GEM as
stated in the Exchange’s daily quotation sheet on the date of
the offer of grant; (ii) the average closing price of the shares of
the Company on GEM as stated in the Exchange’s daily
quotation sheets for the five trading days immediately
preceding the date of the offer of grant; and (iii) the nominal
value of the Company’s share. The offer of a grant of options
may be accepted within 21 days from the date of the offer. A
nominal consideration of HK$1 is payable on acceptance of the
grant of an option. The consideration of HK$ 9 was received
during the year. The exercise period of the options granted is
determinable by the Directors, and commences after a certain
vesting period and ends in any event not later than 10 years
from the respective date when the share options are granted,
subject to the provisions for early termination thereof.

At the annual general meeting of the Company held on 25 July
2006 (the "AGM"), an ordinary resolution was passed by the
shareholders to approve the refreshing of the 10% general
limit on the grant of share options under the New Scheme.

28.

R RR #ERT &I

ARBREBERENS - FHEDERRBE A
SECRNEEELERMZAERZEE - K
RR-_ZEETF=-ALAMEZERRRRERE
REFE (B8 DER-ZE_FWAN
ARITZARABRRERNARE LR IERAKR
fE 2 FRE AR &) ([T 8] )) iR - IRIBE
IR 2 BRED A NA B2 TERRTTE -

(a) Eta
Efga—ZEEEF=_A_F+NEBARR
AR R AI R EHRER - B
105 - EFF S Z A ERZEERREAR
AREERAKEESR - REEFE
ESoRERBEEENBREAARQA
EERAEERERDBERE  URBE
RRABZERBB - IR BREZ1TE
HRHEZRETE  XRETHBHRH
he REEFBERTHBEARSEBE
HEERHE B IR0 FEm - HAXIR
A& LE 2 R STATARER

(b) #izt&
Fitgg - ETS _FWA-_+=HH
WA - BHI0FE - FtEI 26 ERKE
HEBEASEMBEEERES - #E
meBF RASEREERE 2ER -
REBERBRARIZRERGELER
o REFE  EEVNE2ERRBEARAE
MAEMEGERDEER D ERE - iz
IREXNFRE BB ARESR L
FRZI AR BIRR 0 £ Bl AR 2 W B 5 (i)
ERZNREABAAERS BB
FRABER LMIIAR ARG AR
ZFAHWTHE  Rii)VAA B RPDEELZ
BR(UxaBARAE)RBALR 2 LM
R ZEMBRLEBREZNCHEBRAZY
HHEIEE21H A - EME T BRERE
THRHERHEXNNRE1ET - FREKENHE
TRE - IEEEREZITFEHRAE
EEXT URETHEBHERASL  RE
EIBER TREARSEBEDLERKRE
HEIRRET10F[Em - ESRAKRIEZ
TR ©

EARARRR_ZEENFLtA=-+HASE
TzRERBEFRe((RERFASE])
EBRERBRE-BEEAESR  BEER
RIS BB AR 2 10% — A% EBR o
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

28. Share Option Schemes (continued)

(b)

New Scheme (continued)

The total number of shares which may be allotted and issued
upon exercise of all options to be granted under the New
Scheme is an amount equivalent to 10% of the shares of the
Company in issue as at the date of the AGM.

The maximum number of shares to be allotted and issued upon
the exercise of all outstanding options granted and yet to be
exercised under the New Scheme and any other share option
schemes of the Group must not in aggregate exceed 30% of
the relevant class of shares of the Company in issue from time

31 March 2011 —E——#=H=4+—H

28. MERRMESTEI (&)

(b)

et &l (%)

R B BRE 2B BREET
Emr s RETRMOHAHE  HHAE
HERBERRBFASETERAZAR
REEBHITRNZ10% °

AR 5 8 7 8 N 7N 5% [ (4] H A R P 4
AHEIFTIR H ROR TR Z A HARTTE
ZERBETEMAS TRERET IR
NEREBHE  AATEEB TR #HT
Z AR A B BERIRAD 230% °

to time.

Y N TR A AR S SN
RREEREZHEF -

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.

FRRBEFIZHARITEBRENT

The following share options were outstanding under the Old Scheme
during the year:

2011 2010
—E2——F —E-FF

Weighted Weighted

average average
exercise price  Number of exercise price Number of
nREF g options hn#E ¥ g options
THEE BEREHEA TRE EREHE
HK$ per share ‘000  HK$ per share ‘000
B (8K’) TR BT (8R) + &
At beginning of year R ) 0.40 25,365 0.40 25,365
Exercised during the year FERNITE 0.40 (300) — —
At 31 March R=A=+—H 0.40 25,065 0.40 25,365

The exercise prices and exercise periods of the share options under

RBERR - RIFEFFEZ R RITEBERIEZ
71

the Old Scheme outstanding as at the end of the reporting period are EERITEBARAT :
as follows:
2011
—E——=
Number of options Exercise price*

‘000 HKS$ per share
BREHKE TEE* Exercise period
TR BT (E8R) TR
25,065 0.40 22 August 2001 to 21 August 2011

—EE-FEN\A=+=HZE
—2——FN\A=+—H

TR

REMRERERAA
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28. Share Option Schemes (continued) 28. FERRHERTEI (@)
2010
—T-FF
Number of options Exercise price*
‘000 HK$ per share
BRRESE TR E> Exercise period
T AR Bt (8hR) TTEHAR
25,365 0.40 22 August 2001 to 21 August 2011
—EE—FNA=Z+=ZH=E
—E——FN\A=+—H
& The exercise price of the share options is subject to adjustment in case of 2 BRETFEEATBRBEERIARETHAR
rights or bonus issues, or other similar changes in the Company’s share AR AR E AL E) T LA -
capital.
The following share options were outstanding under the New FN - IRBEMETE 2 RARITEERENAT -
Scheme during the year:
2011 2010
=E——F —T-ZF
Weighted Weighted
average average
exercise price  Number of exercise price Number of
IREFE options InHE T3 options
THEE BREXE TEE FBREHE
HKS$ per share ‘000 HK$ per share ‘000
BT (8R) T & BT (8k) TR
At beginning of year RE A 0.426 37,620 0.355 36,430
Granted during the year FARAKE 0.270 5,000 0.657 8,500
Exercised during the year FRITE 0.167 (3,100) 0.161 (5,280)
Forfeited during the year FRZ U 0.417 (5,960) 0.806 (2,030)
At 31 March R=A=+—H 0.428 33,560 0.426 37,620
The weighted average share price at the date of exercise for share MERNBTEZERENS - RNTEBHZ N
options exercised during the year was HK$0.380 per share (2010: EFHREAFRROIBB L (ZT—FF ¢
HK$0.661 per share). f%0.661787T) °
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28. Share Option Schemes (continued) 28. MERRHESTE (@)
The exercise prices and exercise periods of the share options RS ER - BB B 2 MARTERREZ
outstanding under the New Scheme as at the end of the reporting TEERITEAROT :

period are as follows:

2011
—E——F
Number of options Exercise price*
‘000 HKS$ per share
BREZE TrEE Exercise period
TR BT (8R) TR
250 0.260 22 May 2002 to 21 May 2012

ZERE-FHAZ-+Z=HE

—2——-—fFHA=+—H

300 0.100 26 March 2004 to 25 March 2014
—EENF=A=-1+<AZE

—E-NE=HA=+HH

700 0.170 10 May 2006 to 9 May 2016
—EZEXFHEATAE

—E-XRFRANA

2,000 0.600 2 January 2008 to 1 January 2018

—2B¥N\F-HA-AZ
—2-N5—-5-H

9,200 0.410 3 April 2008 to 2 April 2018
—EEN\FNMA=HZE

—E-NFWMA=H

2,000 0.100 24 June 2005 to 23 June 2015

—EERFEARAZTHNAZE
—E-HRFEA~NA=-+=H
1,000 0.380 29 June 2006 to 28 June 2016
—EEREANAZTABE
—E-XEXAZ=+NH

5,000 0.3% 1 October 2008 to 5 July 2017
—2B/\F+A-AE

e Ak

200 0.417 3 June 2008 to 2 June 2018

—EEN\FXRA=ZHZE

—E—-\FEXAZH

7,410 0.660 9 February 2010 to 8 February 2020
—E-ZF-AhBE

—E-_ZEF-AN\H

500 0.610 11 March 2010 to 10 March 2020
—E-FEE=A+—-HZFE

—E-ZEF=AT+H

5,000 0.270 23 November 2010 to 22 November 2020
—E-ZEF+—-HA=-+=HZE

ZEZEF+—HA=+=H

REMNBRERERAE —ZT——FFR
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28. Share Option Schemes (continued) 28. FERRHERTEI (@)
2010
—E-TF
Number of options Exercise price*
‘000 HK$ per share
BIRESE 1TEE> Exercise period
T AR BT (8R) TTEHAR
800 0.260 22 May 2002 to 21 May 2012

—EE-_FRAA-+-H=E

—E——#AA=-+—H

1,150 0.100 26 March 2004 to 25 March 2014
ZETEMFE=A=+BE

—E-O&E=A=-+HAAH

2,800 0.170 10 May 2006 to 9 May 2016
—EEXFRATHZE

—E-RFREANB

2,000 0.600 2 January 2008 to 1 January 2018
—EENFEF-AZ-HZE

—T—-NF—A—H

14,200 0.410 3 April 2008 to 2 April 2018
—EZENFNA=HZE

—T-N\FMNA=H

2,000 0.100 24 June 2005 to 23 June 2015
—EERFANA-TEAEZRE

—E-—hRAFA=+=H

1,000 0.380 29 June 2006 to 28 June 2016
—EERFAAZtTNABEZRE

—E-R"EXA=+N\H

5,000 0.396 1 October 2008 to 5 July 2017
—TENF+A—HZE

—T—t+tFtHAAH

200 0.417 3 June 2008 to 2 June 2018
—EZENFESA=ZHZE

—E—-N\FSRAZH

7,970 0.660 9 February 2010 to 8 February 2020
—E-TF-_ANHEHZE

—E-THE-_ANH

500 0.610 11 March 2010 to 10 March 2020
—ET-ETF=A+—H=ZE
—ETE=HH
37,620
& The exercise prices of the share options are subject to adjustments in case of * BRETEEITRBHRFIARBETHIAEAR
rights or bonus issues, or other similar changes in the Company’s share AIMRAS R E fh JR O B) T LA EE -

capital.
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

Share Option Schemes (continued)

The fair value of share options granted during the year was estimated
at HK$888,000 (2010: HK$3,740,000) of which share option
expenses of HK$326,500 (2010: HK$976,000) were recognised in
the consolidated income statement for the year ended 31 March
2011. Including the share options granted in prior years, a total
equity-settled share option expense of HK$1,880,000 (2010:
HK$2,028,000) was recognised in the consolidated income statement
for the year ended 31 March 2011.

The fair value of equity-settled share options granted during the year
was estimated as at the date of grant, with reference to the valuation
performed by Grant Sherman Appraisal Limited, an independent firm
of professionally qualified valuers, using a binomial model, taking
into account the terms and conditions upon which the options were
granted. The following table lists the inputs to the model used:

31 March 2011 —E——#=H=4+—H

28. MERRMESTEI (&)

FRR 2B REZ QT EE 5T 5888000
BT (ZZ —Z 4 : 37400008 7T ) © HEeip R
HE—_TZ——F=-A=+t—BLEEZHA
Bk N TR R AR 5 2 326,500 7 (& —
TF : 9760008 7L) c sT MNBEFER L 2 E
RE% RBE-_T——F=A=t+—H81t
FEZEAEBSRABRZUAESEEZE
%7 3 S & £ /51,880,00058 L (— B — T4 ¢
2,028,000 7T ) °

FAREBAEREE 2 BREZAFEELZ
EREFGEARAA (—HABLEXREERM
ERERR) ET2HEER BARARNE
HEHBETT S YER RZEFEREZ RN
R Bkt o TRINBRBRAFTABAER

2011 2010

—E——F —E-FF

Dividend yield (%) % B 2 (%) 0 0
Expected volatility (%) T8 HA % 18 (%) 109.06 109.58-116.43
Historical volatility (%) & 528 18 (%) 109.06 109.58-116.43
Risk-free interest rate (%) 48 & [ | 2R (%) 2.339 2.697-2.778
Weighted average share price (HK$ per share) MNEEERE (B (FR)) 0.27 0.61-0.66

The expected volatility reflects the assumption that the historical
volatility is indicative of future trends, which may also not necessarily
be the actual outcome.

For equity-settled share-based payments with parties other than
employees, the Group has rebutted the presumption that the fair
values of the services received can be estimated reliably as in the
opinion of the Directors, the fair value of the services cannot be
reliably measured. Accordingly, the Group measured the services
received from these parties, with reference to the fair values of the
share options granted using the binomial model, at the date these
parties rendered related services to the Group.

No other feature of the share options granted was incorporated into
the measurement of fair value.

The 3,400,000 share options exercised during the year resulted in the
issue of 3,400,000 ordinary shares of the Company, an addition of
issued share capital of HK$340,000 and share premium of
approximately HK$297,000 (before related expenses), as further
detailed in note 27 to the financial statements.

At the end of the reporting period, the Company had 25,065,000
and 33,560,000 share options outstanding under the Old Scheme
and the New Scheme, respectively. The exercise in full of the
outstanding share options would, under the present capital structure
of the Company, result in the issue of 58,625,000 additional ordinary
shares of the Company and additional share capital of HK$5,862,500
and share premium of HK$18,538,500 (before related expenses).

T8 HAOR 08 = BR R AR R LR R I BN R R B %
WD —EBERERAN -

HEEBUINZ BBA 2 AR EE RIARD &
ENRME  AREERAR/RBZATE
B RBER] EHETE - AEECD HEBERE
ZRFEEEASELGFT 2BR - Bt - A&
BEREETAAEEREEEREER - 21
ERA_BEABEAFHZIERLBEREZ QA FE
B SEXZEERHESZRS -

AELNTEEREEIAMKLBREZ Kt

[ + 3,400,000 17 8 IR HEE 1T F - B BT
3,400,000 AR R E BT - B BITIRA RGN
i {8 2 Bl 3 51340,0007% 7T K& 47297,0005% T (30
BRABRAR S AT) - BRE — T BRI E R
=M FE27 ©

RIREHR - ARREHERFAETHAE
25,065,00017 % 33,560,00017 14 7 17 {6 B AL AE o
BEARRRIREZRARE  2ETEZSE M
IR 17 {50 B PR B A5 2B B 3% 17 58,625,000 A% 2K A A
N LRI - BB IMNAR 7K 5,862,5005% TT K AR 17 3%
818,538,500 7t (HIBR AHEAF S Al ) ©

EEREERERAT —T —FEH
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28. Share Option Schemes (continued) 28. FERRHERTEI (@)
At the date of approval of these financial statements, the Company Rz FEM GBS ER R - RIBEF &I K
had an aggregate of 58,625,000 share options outstanding under Fr&l - A2 A A& 586250001 # AT Z
the Old Scheme and the New Scheme, the underlying shares in B EP2BRMNERRARRERD
respect of which represented approximately 7.75% of the Company’s BEITRHAT7.75% °

shares in issue as at that date.

29. Reserves 29. f#iE
(a) Group @ #*&£H
The amounts of the Group'’s reserves and the movements REBRAEERNBEFEZFEESR
therein for the current and prior years are presented in the HNESHERNGEESEEFRES -

consolidated statement of changes in equity.

Pursuant to the relevant PRC laws and regulations, a portion of AR B AR ARG R - NREBERF
the profits of the Group’s subsidiaries which are registered in Az MBAR B BNEEREE
the PRC has been transferred to the statutory reserve fund EEREES  BERBEZAEDER
which is restricted as to use. i) o
(b) Company (b) E2QF
Share Share
premium option Accumulated
account reserve losses Total
BRBEER BRERXE 2T e #ast
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
At 1 April 2009 RZZTZNF
MA—H 348,934 6,605 (427,305) (71,766)
Loss and total comprehensive FANBELREEAX
expense for the year @ = = (7,400) (7,406)
Issue of shares BT D 22,500 — — 22,500
Share options exercised 171 BE % 321 — — 321
Share issue expenses PR EE /TR (389) — = (389)
Equity-settled share option A 4 B 2 BBk
arrangements ZHE — 2,028 — 2,028
Transfer of share option reserve on B % 422 J& 77 {5 B 42 45
the exercised share options B IR FE (R 566 (566) — —
Transfer of share option reserve on B % 2 1% 72 Uk ey B2 %
the forfeited share options BB R RE (R — (699) 699 —
At 31 March 2010 and R-_ZE—FF
1 April 2010 —A=+—HRK
—T—ZFNAF—H 371,932 7,368 (434,012) (54,712)
Loss and total comprehensive FABEEEZERY
expense for the year 4858 — — (3,766) (3,766)
Share options exercised 1715 BE AR 4 297 — — 297
Equity-settled share option ARz 45 5 2 BE IR R 2 B
arrangements — 1,880 — 1,880
Transfer of share option reserve B P A JEE 17 (o Py B
on the exercised share options 8 AR 239 (239) — —
Transfer of share option reserve B AR 108 K e
on the forfeited share options B A% HE R — (1,057) 1,057 —
At 31 March 2011 RZTE——%F
—A=+—H 372,468 7,952 (436,721) (56,301)

PROSTEN TECHNOLOGY HOLDINGS LIMITED  Annual Report 2011



Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

29. Reserves (continued)

(b)

Company (continued)
0) Under the Companies Law (2001 Revision) of the Cayman
Islands, the share premium account of the Company is
distributable to its shareholders provided that immediately
following the date on which the dividend is proposed to
be distributed, the Company will be in a position to pay
off its debts as they fall due in the ordinary course of
business.

(i)  Asat 31 March 2011, in the opinion of the Directors, the
Company had no reserves available for distribution to
shareholders.

(iii)  The share option reserve comprises the fair value of share
options granted which are yet to be exercised, as further
explained in the accounting policy for share-based
payment transactions in note 2.4 to the financial
statements. The amount will be transferred to the share
premium account when the related options are exercised,
and will be transferred to accumulated losses should the
related options expire or be forfeited.

30. Commitments

(a)

(b)

Operating lease arrangements

The Group leases certain of its office properties and motor
vehicles under operating lease arrangements. Leases for
properties are negotiated for terms ranging from one to three
years.

At the end of the reporting period, the Group had total future

31 March 2011 —E——#=H=4+—H

29. f#EfE (&)
AT (#)

(b)

RiE
(a)

30.

(0]

(ii)

(iii)

RERAERERARAE(ZFE—F
BEIAR) » ARAZBRMEERA
HO R TAIRR - R RN
fREE AR ARBIAEREENA
BEBBETIREL -

R-_ZE——F=A=+—HH EF
RAERNRB L EFEER DK TR
%o

BRERBERESROEMRITRE
BREZAFEE FREANMHB
R M L2458 B ARG B AN R
RHpZEHBR - @ BHNE BB
BREETERSREERMOEER -
R &R A R AR E w0 K
RERE 25 EE -

RERERY
AEERBEEKLHELHFHEHEEE TH
REMERAE - KEBREEYEZ
HERR—E=FT%-

RBERR  AKRERBETAIBELE

minimum lease payments under non-cancellable operating HEARATHEZ N 2R EEHE
leases falling due as follows: RFRBEMT
2011 2010
HK$'000 HK$'000
—E——F —T—ZF
FET FHT
Land and buildings: + i e
Within one year —F R 2,163 3,246
In the second to fifth years, inclusive F_EEHFE (BREERFE) 2,678 —
4,841 3,246
Motor vehicles: B
Within one year —FRN — 20
4,841 3,266

The Company has no operating lease arrangement at the end
of the reporting period (2010: Nil).

Capital commitments

The Group and the Company has no significant capital
commitment at the end of the reporting period (2010: Nil).

(b)

ARABRBERRLETALEHER
H(ZE—FF: E)-

BEREE

AEERARARARBEHRYT EETME
REXAFE(ZT—FTF 8 -

REMRERERAA

TR
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31.

32.

Related Party Transactions

Details of compensation of key management personnel of the Group,
who are the executive Directors of the Company, are included in note

8 to the financial statements.

Financial Instruments by Category

The carrying amounts of each of the categories of financial

31. ARAEANEXS

BERAREE
ABZBMFEBHN M BHAMES -

ERTEEZAEBETREE

2. FENEISZEMIA

instruments as at the end of the reporting period are as follows:

RBEHR  TEE

BMTAZEmEMNT :

2011 Group
—E——F AEE
Financial assets Available-
SREE for-sale
Loans and financial
receivables investments
BEXRE AHHE Total
FE W 1B SWMERE st
HK$’'000 HK$’000 HK$'000
F&xT F&T FE&T
Available-for-sale investments A HERE — 809 809
Trade receivables JFE W2 BR 3R 68,834 — 68,834
Financial assets included in = AFEfR 2
prepayments, deposits and & &ﬁﬂﬂﬂgﬂﬁl RIA 2
other receivables TREE 4,202 — 4,202
Due from Directors R EE 2 5B 1,251 — 1,251
Pledged deposits BEEBER 236 — 236
Cash and cash equivalents ReRBFEFEY 33,937 — 33,937
108,460 809 109,269
Financial liabilities Financial
ol = R liabilities at
amortised cost
REH
RAFBR 2
o= 8=N
HK$'000
FET
Trade payables B BR X 3,773
Financial liabilities included in other payables and A E b PR 3B &
accruals EitRBEZEMEBE 9,158
Finance lease payables JE 1 B 75 70 & R IB 52
12,983
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)
31 March 2011 —E——#=H=4+—H

32. Financial Instruments by Category (continued) 32. BREMEIDZERMIA @)
The carrying amounts of each of the categories of financial instruments RBEHR BRI AZEEENT :
as at the end of the reporting period are as follows: (continued) (#8)
2010 Group
—E—TF RE
Financial assets Financial assets
CRIEE at fair value
through
profit or loss —
Designated as
such upon initial
recognition Available-
A for-sale
HREEES Loans and financial
L NFE@EYIE receivables investments
R IE B R ER Kk AEHE Total
BREzEMEE BWHKIEA SRR E et
HK$'000 HK$’000 HK$°000 HK$’000
FHIT FHEIT FHIT FHIT
Available-for-sale investments AHHERE — — 796 796
Trade receivables JrE U BR 3R — 15,970 — 15,970
Financial assets included in STAENMKIE 3] &
prepayments, deposits and other N B A FE M R TE 2
receivables SEMEE — 3,778 — 3,778
Equity investments at fair value RATFEEIER
through profit or loss EERRERIEZ
E®RE 3,236 — — 3,236
Due from Directors EWES 2B — 703 — 703
Pledged deposits B\ F R — 228 — 228
Cash and cash equivalents BeBREZEY — 70,558 — 70,558
3,236 91,237 796 95,269
Financial liabilities Financial
TRIBE liabilities at
amortised cost
bice
BRI BR 2
TRBE
HK$'000
FAT
Trade payables FERTRR SR 3374
Financial liabilities included in other a1 A E fth & 1~ 3R I8 J2
payables and accruals ERrREZEREE 4,833
Finance lease payables FET B 75 76 B R IE 197
8,404

EEREERERAT —T —FEH



Notes to the Financial Statements (continued) B} %% 3R 3% M 5% (@)
31 March 2011 —E——#=HA=4+—H

32. Financial Instruments by Category (continued) 32 HEMEISZERMTIA @)
The carrying amounts of each of the categories of financial instruments RBEHR SBeMITAZEEENT :
as at the end of the reporting period are as follows: (continued) (&)
Company AT
Financial assets 2011 2010
SMEE —B——f —E-FF
Loans and Loans and
receivables receivables
BRR BERR
WA FEWRIR
HK$’000 HK$'000
FHExT T
Financial assets included in investments in SARKEB AT 2
subsidiaries KEZEREE 21,062 19,323
Financial assets included in prepayments T ATE FRIE R E A
and other receivables ERHRIBz EMEE 147 143
Cash and cash equivalents ReERBELFEY 56 3,533
21,265 22,999
Financial liabilities 2011 2010
=R —E——F —E-FF
Financial Financial
liabilities at liabilities at
amortised amortised
cost cost
7 8 2 8
A 51 R Bk A 71| BR
ZEBmEE ZEBmaE
HK$'000 HK$'000
FTHEx F& T
Financial liabilities included in other payables FT A E A FE A 5RIE K
and accruals EstRIBZ2mBE 1,356 2,416
Financial liabilities included in investments FTARKE AR 2
in subsidiaries KEZCRAE 575 —
1,931 2,416

— iR
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Notes to the Financial Statements (continued) B 7% 3R 3% Mi 5% (@)

33. Fair Value and Fair Value Hierarchy

Cash and cash equivalents, pledged deposits, trade receivables,
financial assets included in prepayments, deposits and other
receivables, amounts due from Directors, financial assets included in
investments in subsidiaries, trade payables, financial liabilities
included in other payables and accruals, finance lease payables and
financial liabilities included in investments in subsidiaries approximate
to their carrying amounts largely due to the short term maturities of
these instruments.

The fair values of listed equity investments were based on quoted
market prices.

Fair value hierarchy

The Group uses the following hierarchy for determining and
disclosing the fair value of financial instruments:

Level 1:  fair values measured based on quoted prices (unadjusted)

in active markets for identical assets or liabilities.

Level 2:  fair values measured based on valuation techniques for
which all inputs which have a significant effect on the
recorded fair value are observable, either directly or

indirectly.

Level 3:  fair values measured based on valuation techniques for
which any inputs which have a significant effect on the
recorded fair value are not based on observable market

data (unobservable inputs).

Assets measured at fair value:

33.

31 March 2011 —E——#=H=4+—H

AFEERAERESFRERE

RBEeMASFEY SEMAER - BREN
FRABENRE AT REMRRAEZERE
E BRESZHE SFARMBARZEE
ZEREE  BNKRN - FEAEMENRIER
Bz ERAE  BNMBHEERAL
ARMBRABZREZEHBBEIEANER
HANEE  HZEITAEAKREEMES

TR R 2 A T (B (T 4R R 4 R B

5 o

DNV EEEREE
AEEERAATERRABEERKESRTA
ZRFEE :

£—E: ZARAERAENERTEZE
B CRERR) HE 2 ATHEE -
¥-E: RHEERDHEZAFEE WX

EHERDZMEBABRRNE
ERAEBREEE  YHEARAF
BEEEERTE -

F=E: REERDFAEZIRFEE Mx
FfERT 2 E M AELIFKE
AEEmSRE(TABEREAE)
" YHEARQATFEEARSE
AEE -

BAFEETEZEE :

Group

rEH
2011 2010
—g—-% -—T-TF
Level 1 Level 1
%— 8 £—@
HK$'000 HK$'000
FHET FHT

Equity investments at fair BRATFEEYIRR

value through profit or loss EEZRRE Z RERE — 3,236

The Company did not have any financial assets measured at fair value
as at 31 March 2011 and 31 March 2010.

During the year, there were no transfers of fair value measurements
between Level 1 and Level 2 and no transfers into or out of Level 3
(2010: Nil).

RZE——F=ZA=+—HERZ-ZZE—ZTF=A4
=t+—H8 AEEVETHRAFEEFEZ
TREE ©

FR F-EBEEF_ELHLREEBRTE
BEZAERZAFEARBHE=ZE(=FT—-F
FE)

REMRERERAA

TR



Notes to the Financial Statements (continued) B} %% 3R 3% Md 5% (@)
31 March 2011 —E——#=HA=4+—H

33.

34,

Fair Value and Fair Value Hierarchy (continued)

Fair value hierarchy (continued)
Liabilities measured at fair value:

The Group and the Company did not have any financial liabilities
measured at fair value as at 31 March 2011 and 31 March 2010.

Financial Risk Management Objectives and Policies

The Group’s principal financial instruments comprise cash and short
term deposits. The main purpose of these financial instruments is to
raise finance for the Group’s operations. The Group has various other
financial assets and liabilities, such as trade receivables and trade
payables, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are
interest rate risk, foreign currency risk, credit risk and liquidity risk.
The Board of Directors reviews and agrees policies for managing each
of these risks and they are summarised below.

Interest rate risk

The Group’s financial instruments are short term in nature. The
carrying amounts of these financial instruments reported on the
statement of financial position approximate to their fair values, and
hence there is no interest rate risk exposure in relation to these
instruments. The Group has no significant interest-bearing assets.
Management does not anticipate significant impact resulting from
changes in interest rates on interest-bearing assets and borrowings.

Foreign currency risk

The Group’s trading transactions, monetary assets and liabilities are
mainly denominated in RMB and HK$. As the foreign currency risks
generated from the sales and cost of sales can be set off with each
other, the impact of foreign exchange exposure to the Group was
not material. The Group does not use derivative financial instruments
to protect against the volatility associated with foreign currency
transactions and other financial assets and liabilities created in the
ordinary course of business. The majority of the Group's operating
assets are located in Mainland China and are denominated in RMB.

33.

34,

AFFEERAEFEFRER (@

NP EESHEE (H)
BAFIEEGTEZRE

N

R-Z——F=A=+-AR-ZT-ZF=A
=+—A AEERARRALEEMEDTE
EstHZAE-
MEBEREEEERBUR

AEEZTESRTAGHERHEBHER -
HEERTATEANRAAREREHRLE:

KR EE AKERHEMCTRAEREERA
& MEMRA R ENER  DEERKLER
BEE -

AEBeRIAMELEZ T ZRRR/TXE
B ANERERR  EERRERABDESRAR - &
ZERRAHEEZRNLERBRABRZEE - A
BMERBURIAT ©

A 2= &k

AEBECZERMTIABEHANE - ZSEmMIA
R TEARRR A2 BRE{EEE R FEEN
FoBUEFTAYEMNERER AKEVES
AHBEE BEEEYTHEAABEERGEE
ZHEBHEELERTE -

S B

AEEEERS HEREENBEIZNAAR
BRABTRFTEEM - ARIHE RIHEKAFT
EEZINERB A EREE - Fit - SMNERKR
HAEBEMBR T EEN - ARBEALEANT
EeRMTAUTAEEBBRET ZINERS
REMEREENBBEMNHZKE - AEH
ABOBLEBEMNHBEARE - WIANREE
& o
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Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)
31 March 2011 —&F——#=HA=4+—H

3. MBEKBEREERBE (&)

34. Financial Risk Management Objectives and Policies
(continued)

S b (AR

TRINTEMBEMAIZEZGERHIE 2 BER
T AEEZBBRERT (BB RAEEZ
BENREARPGARBERATEHRAEE
BeHRE(HMREBEERABZAFER

Foreign currency risk (continued)

The following table demonstrates the sensitivity at the end of the
reporting period to a reasonably possible change in the RMB
exchange rate, with all other variables held constant, of the Group’s
profit/(loss) after tax and the Group’s equity (due to changes in the

fair value of monetary assets and liabilities).

£8) -

Increase/ Increase/
Increase/ (decrease) in (decrease) in
(decrease) in the Group'’s the Group's
RMB rate profit after tax equity*
ARHEER AEEZ rEEZ
= BR B %R RE@HE M,
(&) #hn Cr2) (R D) *
% HK$'000 HK$'000
FHET FHET
2011 —E——5F
If Hong Kong dollar weakens fi BT A REERZE
against RMB 5% 710 710
If Hong Kong dollar HWETHE ARBHE
strengthens against RMB (5%) (710) (710)
Decrease/ Increase/
Increase/ (increase) in (decrease) in
(decrease) in the Group’s the Group’s
RMB rate loss after tax equity*
ARKEE = rEEZ AEEZ
EAS BrEiEEE SN,
(3D (35 m) CR)*
% HK$’000 HK$’000
FAET FHET
2010 —ET—FF
If Hong Kong dollar weakens i T A REERZE
against RMB 5% 613 613
If Hong Kong dollar strengthens WS T AREFAE
against RMB (5%) (613) (613)
& Including accumulated losses £ BIERTEE

REMRERERAA

TR




Notes to the Financial Statements (continued) B} %% 3R 3% Md 5% (@)
31 March 2011 —E——#=HA=4+—H

34.

Financial Risk Management Objectives and Policies
(continued)

Credit risk

The Group trades only with recognised and creditworthy customers.
It is the Group’s policy that all customers who wish to trade on credit
terms are subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing basis and the
Group’s exposure to bad debts is not significant.

The credit risk of the Group’s other financial assets, which comprise
cash and cash equivalents, pledged deposits, equity investments at
fair value through profit or loss, available-for-sale financial
investments, other receivables and amounts due from Directors,
arises from default of the counterparty, with a maximum exposure
equal to the carrying amounts of these instruments.

Further quantitative data in respect of the Group’s exposure to credit
risk arising from trade receivables are disclosed in note 18 to the
financial statements.

Liquidity risk

Liquidity risk is the risk of non-availability of funds to meet all
contractual financial commitments as they fall due. The Group's
objective is to maintain a prudent financial policy, to monitor liquidity
ratios against risk limits and to maintain a contingency plan for
funding to ensure that the Group maintains sufficient cash to meet
its liquidity requirements.

The Group finances its operations by revenue generated from its
operations, proceeds from disposal of equity instruments and other
internal resources.

The maturity profile of the Group’s financial liabilities as at the end of
the reporting period, based on the contractual undiscounted
payments, is as follows:

34. MBEMEEEBRERBUK (&)

FERE

AEBEEENBEREERFZEFPETRS -
REAKRERER  EREAEREEFETR
HZEFPHARBEERERRF - 1IN KAK
BN ARERRSRE S - MAKE 2R
2 REX o

rEBEMmeREE(BRRENREEFE
Y BEBER  RAFEEIRRERSR
RIEZEERE AHLESRKE  HME
WRERERES 2HIE) 2EERBREY
BOMEL  ERBESENZEFTAZIREE -

FRAASERRRESIMEEZEERR 2E
—SELENNMERKRME18HKE -

ENE &

mEE 2 R IR RIS E & AN A S H
ZENBBEEEZRR - ARE 2 BRERRE
REZHMBERR #HERRRBEEERDES
Lk WRAEESERTE  BERAKEAR
RARSANENERDESFE °

AEBNELE WS HERETEZFAER
AREMARERSEESRTEES -

RIREIK - AEBREAORTRTREH
ZoBAEZMERNT

Group AEE
On demand
or less than

12 months
RERD
LPR+=@A
HK$'000
FHET

2011 =®——F

Trade payables JFE A BR 3K 3,773

Financial liabilities included FT A EL i FE T 5RIE &%

in other payables and accruals BetREBEZ2RBE 9,158

Finance lease payables JE T B 75 7H 53

12,984
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Notes to the Financial Statements (continued) B 7% 3R 3% Mt 5% (@)
31 March 2011 —&F——#=HA=4+—H

3. MBEKBEREERBE (&)

Financial Risk Management Objectives and Policies
(continued)

Liquidity risk (continued) TmEE kR ()
Group rEE
On demand
or less than
12 months
RENRIY 1 to 5 years Total
R4 =18 A —EhRF #Et
HK$'000 HK$'000 HK$'000
FHET FHET FHET
2010 —E-FF
Trade payables J& £~ BR 3R 3,374 — 3,374
Financial liabilities included in other A E b FE S 3R IE &
payables and accruals EEtRIBEz @A E 4,833 — 4,833
Finance lease payables JE {5 B 75 M & R 159 53 212
8,366 53 8,419
Capital management EAERE

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it
in light of changes in economic conditions and the risk characteristics
of the underlying assets. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to shareholders, return
capital to shareholders or issue new shares. The Group is not subject
to any externally imposed capital requirements. No changes were
made in the objectives, policies or processes for managing capital
during the years ended 31 March 2011 and 31 March 2010.

AEBEAEEZIZENABRAREER
BLENERRIFZERLE  UXFHEER
EEERSKRREE -

AEEERERERNGEBUARRBEEARRZE
ERERBEERRFEMELRE - AEHE
AARBRAERHRRRE RS  MRREE
BARASBTHBARBRBFBRERNERE - A&
EHAETERMRERRE BE-_FT——
F=A=+—BRZZE—ZF=A=+—HI
FE - BAEEZER  BRIREALELE -

TR

REMRERERAA



Notes to the Financial Statements (continued) B} & 3R 3% i 5% (@)
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34. Financial Risk Management Objectives and Policies

35.

36.

(continued)

Capital management (continued)

The Group monitors capital using a gearing ratio, which is total
borrowings divided by total equity. The gearing ratios as at the end
of the reporting periods were as follows:

34. MBEMEEEBRERBUK (&)

EAREE (/)
AEERAEAEBBELREREBEARBER -
BEAREBELRREEARGRESARETE
RBERRZERNERBLLEMT ¢

o

Group rEE
2011 2010
HK$'000 HK$'000
—g—-5 —T-TF
FTHER FATT
Finance lease payables & B IS TR & 3B 52 197
Total equity R 99,096 93,136
Gearing ratio NS = R 0.05% 0.21%
Event after the Reporting Period 35. HMEHESEIE
On 16 February 2011, the Group entered into a sales and purchase RZZE——FZA+ B AEEENEZET
agreement with four independent third parties to acquire 100% E=FAVEERBE  AWELRIEER
equity interest in 1t R ZEHERIE AR A, details of which are set AR AR Z100% A E s - #FIHENH T
out in note 19. On 25 April 2011, the Acquisition was completed. 19 RZE——FWMA=-_+HA WEFEE
TR °
Approval of the Financial Statements 36. MBHRRZZLE

The financial statements were approved and authorised for issue by
the Board of Directors on 22 June 2011.

MBHRN T ——
BRI E M o

ERNAT-_RREEES
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