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NEIRE
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e Establishment of the Group
o REBAL

e Development of technologies and applications
o HiilT K FEFARAE

®
Homnac

e Launched hardware products for smartcard
system under the trademark of “HOMAC"

e Awarded with important smartcard and RFID
projects in Hong Kong

o LUTHOMAC |yt 1R H At S aE F R FE A /Y
ERER

e NEBIMEZEERERFRIEHATE

e Winning of 2000 HK Industry Award
s MB—ZETRFHEBIER

1998

Corporate Structure 2 TR

e Listing on The Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited

e Establishment of wholly owned PRC subsidiary:
ITE (China) Limited in Shanghai

e Winning of 2001 HK Industry Award

e Acquisition of leading IT System Integrator, Quesco Holdings Limited
and Quesco Systems Limited on 7 December 2001

s REBHMERZMARARAIZERTS LT

e RAELBRIZEMBAR @ LBFKEERGERAA

e ME=ZZ—FHBIHRE

e REBE-—F+- At HWBATFESHUNERARNRARERE —
EREEZERERDARENASEEER AR

e Accreditation of ISO 9001:2000 Quality Assurance System

e Launched new ISO15693 product series and solutions

e Patent filing of ISO15693 based Smart Key Management System (SKMS)
accepted by the State Intellectual Property Office of the People’s
Republic of China

Awarded with the first ISO15693 Smartlabel project in Hong Kong
Strategic Business Agreement signed with Shanghai Public Traffic Card

Company Limited (SPTCC) for the provision of value-added solutions
and services to its user community

Entered into distributor agreement with Texas Instruments for
marketing, sales and support of its product ranges

Became the sub-issuer of MULTOS

Receiving of Caring Company Award

ERf51SO 9001:2000 B BB R AR E
HH—RFIISO15693E m R R 5

LAISO15693 R E M M B MR EE A REF A FETEERNEERER
sRREE

RIGARBEHIEISO15693F LR AL L2

B ESARTERRNDBR ARSI KBS SHAFFRMAREE
RT3 R KBRS

EXEEMER A RER DEHE  REHERFER - HERXE

o MAMULTOSKI T

o EHEBRRRBIEIER
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Corporate Structure A T)2848

e Geographical expansion into Macau

e Appointed as an international channel partner of
Transcore, LP

e Patent filing of Automated Passenger Management
System (APMS) accepted by the State Intellectual
Property Office of the People’s Republic of China

e Accredited as one of the fastest growing technology
companies by Deloitte Touche Tohmatsu in the
2003 Asia Pacific Technology Fast 500"

o ERIMREERM

o Y& Transcore, LP Z{E 5 BB £

e HE ABREBARENRFREPEERANHERE
REXEZE

o EEH  AERVUSMTHERAE _REIEAMESH
BB R50038 | EHTER

€ T
CArncompany

e Establishment of ITE (Macau) Limited

e Contract award of the Macau SAR Customs Services
“Automated Vehicle Clearance System” &
Public Security Forces Affairs Bureau
“Automated Passenger Clearance System”

e Successfully completed the ISO 9001:2000
Quality Assurance System Audit

e Awarded the Caring Company by The Hong Kong
Council of Social Service

o B EERA (RPT) BRD A

o BINEREMSRTHESH EHEHRERSIR
REBEEBHRREEBBERSI TR

° RINFEAISO 9001:2000M FHEB X E E BB AR R4

o HEMFREBIAARBIEIEF
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e Winning of “Hong Kong Awards For Industries 2005 — Machinery and
Equipment Design Award” for Automated Passenger Management
System (“APMS")

e Awarded of Computer Registration Management System of the
Construction Worker Registration Authority, HKSAR

e QSL passed the I1SO 9001:2000 Quality Assurance System

e Successfully completed the Hong Kong Marathon 2005

e Joined "“Give Blood Give Live” — Blood Donation Day for the Hong Kong
Red Cross Blood Transfusion Service

o [MEEDBERKIKBE-_STHE B IHER — B RRMERTR

o EREEXETATMEERZEMILAMEERFAZEHNIRE

o FERIFERIEBISO 9001:2000/m B FH R AN ERZ

o IR EEFHR2005

o BLSEHEBBA+FTERMITE

e Official launch of Computer Registration Management System of the
Construction Worker Registration Authority, HKSAR

e Overseas expansion in Middle East and Southeast Asia

e Establishment of Intellectual Property Rights Centre

e |TE Smartcard Solutions Ltd. implemented the first Automated Passenger
Clearance System (“APCS") of the Public Security Forces Services Bureau,
Macau SAR at the Barrier Gate Checkpoint

e |TE and Quesco staff completed the Hong Kong Marathon 2006

e |TE and Quesco received the “Caring Company Logo” by The Hong Kong
Council of Social Welfare for four years and two years respectively

e Successfully completed Exhibition in “IT Week 2005” Macau

e The ITE Smart Key Management System Patent was successfully granted by
State Intellectual Property Office of the People’s Republic of China

e BIEXT AAMERR 2 ERLEMERRRENRARSE

s EBENEFEARE  ARMSEFRRREIERER

o BN HIEREA O

 EPRRITHERZIEREHFHEEBERS | NRPZHSHILEAFNBE
BB ENEE

o BERENETIRUTREBFHRHIN2006

s BERBEAFRENEFEFRAMARBIZEIES

o BERINTERHURM [EMBHRE2005 R E

s BERPENFEARANBERABEER HAABDEEMEZRS | EF



Chairman's Statement
TERSE

Dear Shareholders,

On behalf of the Board (the “Board”) of Directors (the “Directors”), | hereby
present the annual results for ITE (Holdings) Limited (the “Company”) and
its subsidiaries (together, “ITE” or the “Group”) for the year ended 31 March
2007.

Mission

The mission of the Group is to become the leading smartcard, radio frequency
identification (“RFID") and biometrics product, solution provider and system
integrator in the world. ITE has been pioneering smartcard system solutions
and integration and has been performing outstandingly in the Hong Kong
Special Administrative Region (“Hong Kong” or “HKSAR"), the Macau Special
Administrative Region (“Macau”) and the People’s Republic of China (“PRC").
With profound expertise, strong research and development (“R&D") capability,
proven track record and excellent reputation in the industry, the Group has
established a leading profile in the industry and has taken a proactive approach
to introduce innovative and customised smartcard, RFID and biometrics
applications to our clients. Leveraging on our extensive industry experience
and intellectual assets, ITE is developing innovative products and multi-
applications solutions for clients from many industries and expanding our
business activities to overseas countries.

Overview

The Group has started to export our sophisticated product solutions and
services to our overseas clients in Middle East and South East Asia. After
more than two years’ bidding and negotiating, we managed to conclude a
sales contract of our advanced automated passenger management system
("APMS"), under the sales contract of software, hardware products together
with consulting services will be provided for the implementation of APMS
in our client’s country. Despite of the time and effort rendered to develop
the business were long and extensive, the Directors believe that we have
successfully built up a working model with our business partner to develop
overseas business. The formation of sound foundation for future cooperation
is more important than the immediate revenue recognised. \We are extremely
optimistic that the implementation and installation to be happened this
year will be successful one, and more products and services sales can be
generated afterwards.

HEBRR :

RAERREFG ([EFg]H[EE]) - 22ITE (Holdings)
Limited (AR F]) REME AR (GHENTE S [AEE ) B =
TRELFA=STRIEFENEFER -

BR

AEEMER  RERRRIRAREIMNELER - F5EH
AR AEYFEEHER - HRFEEH R RRENRR © ITE —
HREEERITRER (8]  RBPIRRITERE (DRF)) &k
hEARKME ([HE])WEEERREL T EREK TIEMNE
B W—ERRER - ARBRBHEEND - BANFRER
M (DRI RRIFNEE  RENZERE  BER
BRFGET RGN - WIRRAE PN BT R E & &7 &R
BN SRR R A MEEEMERS R o BERTAR
BHEEERIANBEE - ITER N RRETRITENEFH
HETEM - RN R R AR IR - WIRR XS
EHINEEK ©

BE

REEBEREE - ZHESBEZERREE  BABINER
R CRIBHEXESR  BROREREETRERE
DERER  BEMARBE - LBMFZ ARORRRFE
B BMERRA—PREEEFPRERZEKKETBBBE
BEIERG([APMS]) - ZEEANBERM - EIER K
BRES - BTEIEZMEENETR - BERABRAEIR
LR BEMRECRINEEBBHEIAERRN - AR
RBINR - BB FRERSEBEDIRRBAE
2 BPERAFERNERR TR G T RAE RS
B UihEtEPYEMARER MRBHEBZEE -
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e

The Group continued to gain recognition as a socially responsible enterprise,
we are pleased to receive for the fifth consecutive year the Caring Company
2006/7 Awards from the Hong Kong Council of Social Service for our good
corporate citizenship, which the Group shall continue to practice actively.

I ' would like to take this opportunity to express my deepest thanks to my
directors, management and staff for their dedication and hard work, and
shareholders, financiers and business partners for their continual support.

Lau Hon Kwong, Vincent

Chairman

Hong Kong, 22 June 2007
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Management Discussion and Analysis
EEEN®R DN

Management of the Group has continued to utilise our professional and
committed workforce and financial resources to achieve maximum return

to our shareholders.
Business Review
Marketing and Operation

During the year, ITE Smartcard Solutions Limited (“ITES") continued to
provide products and services to our new and existing clients in Hong Kong
and Macau. With more solution platforms built, our clients have been
demanding for more related products and services, which represent both
opportunities and challenges to the Group. With demand on security
products going on, ITES aimed to serve our clients through the provision
and delivery of new products from different technology partners across the
world, those included identification document scanner and biometrics

software.

We have continued to upgrade and enhance the functions and features of
the automated passenger and vehicle clearance systems of Macau
government. A proposal for the new extension of the Macau APMS was
submitted during the year, the Directors are optimistic towards the award
of a new contract in the next quarter.

In Hong Kong, ITES continued to serve the campus, real estates and public
sectors. A few important systems were successfully launched including the
facility management system of the University of Hong Kong, the vehicle
management system of the Hong Kong Country Club, the access control
system of the Infectious Disease Centre of Princess Margaret Hospital. We
have engaged in the proposal of new facility management systems for two
universities in Hong Kong. While the society is going towards more
environmental, automated and secured, it is expected more facility
management systems will be installed in the public organisations of the
region.

During the year, our subsidiary, Quesco Systems Limited (“QSL"), continued
to win the contracts for the provision of information technology contract
staff services from a number of existing clients. QSL's overall turnover and
gross profit have increased above those of the last year.
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R BEREERSHERE

£ 6
HERTSHER

FR - BEEGBERAR ([BERER) BOREELEPIH
EXPRHGREERNRY - BESRFATENEM
EPHAMER KRBT K ERET - SRS ERKE
EEPE - RLATISHRLZAGEROABFTR - TR
mEEE BT RATRNBHIE - RERBPHERZN
BREG A ER = RAES REmE

=3

= O
EEYIEJVEEDD !
-]
=T

o

BAPHFAE AR PIBUE TR TT R INGE [TRE B BB B R At )
(A SBARS] WL RER - 1o Z—MIkE BB
BARGTEATREZAENFADROBMIBT - BEFI%
BUIEAHRE N T —FEEEA ) o

ERTS L BERSGHEARE  BERAHBEIRM
BRT% - BUREZ ZMERNEHER - BREEARHRE
DRI FRA - BBHN AL EREE RS LITRRE
B DR PIIE R RS o BILREE - BERR2H
TARBMARBHERBEERFNRESR - HERERER
NFRPREER  RADEABCRARLE - RIABEE
ZHARRIEHZEFRBOEIEFRL -

FA - ARENMNEAR - EREGERERAR ((FERE
M) EERRATPREERE OEE REN R - HRE
RSN FEBERFIBREFHEMER -

ITE (Holdings) Limited ANNUAL REPORT 2006-2007 4%k 7




Innovation and Intellectual

During the year, ITE continued to invest into the intellectual asset
development and property rights protection. We have been driving the Group
towards innovation and creativity. A number of new product developments
were initiated while the Intellectual Property Rights Center filed a number
of patents, trademarks and registered outlook design to protect those ideas
and capital. All of these products were designed and built with compliance
to the new mission statement of RF Tech Limited (“RFT") which tells:

"RF Tech Limited is an advanced information technology company
specialising in the innovative design and delivery of products which
build on core technologies of smartcard, radio frequency
identification (RFID), biometrics, computer vision and wireless. We
aim to serve our clients’ and society’s application needs for modern
life automation, security and safety.”

In term of our quality standard, we commit to the establishment and
continuous improvement of our innovative products and solutions. Our Total
Quality philosophy provides the fundamental structure for meeting and
exceeding our clients’ needs and expectations. We treasure Intellectual
Capital and Assets and focus on technology, quality, reliability, safety and
costs in order to insure achievement of our goals and objectives as reflected
in our Mission Statements.

Social Responsibility

During the year, the Group has actively participated in number of social
service activities including but not limited to those run by the Orbis, World
Vision and Suicide Prevention Services. Being our culture, we encouraged
our staffs to take part in sports activities so as to keep healthy life. This year,
our staffs again put on their running shoes and swimming goggles to take
part in the Standard Chartered Hong Kong Marathon 2007 and Tolo Harbour
Swim 2007. Two staffs successfully completed the 42 km Marathon setting

record time.

We continued to support the Youth Pre-employment Training Programme
of the Labour Department and the Work Study Programme of the Chinese
University of Hong Kong and the Industrial Placement Programme of the
Hong Kong Polytechnic University, more students will be offered the
opportunities to work and learn in the Group in the fiscal year 2008.

8 ITE (Holdings) Limited ANNUAL REPORT 2006-2007 &3k
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Management Discussion and Analysis B2 BT & 247

Future Prospect

While striking a balance between the continual investments in intellectual
capital and the net income generated, the Directors are optimistic towards
another profitable year in the fiscal year 2008. Certainly, the Group is facing
new business opportunity and challenge at the same time. Not only we will
continue to keep on with the professionalism and high intellectual nature,
we will continue to excel our effort to build up our core value and culture,
to fight for a more level playing environment within the local market
environment. We hold firm our belief that our strength, experience and
capability will bring the best returns and interests to our shareholders.

Financial Performance

For the year ended 31 March 2007, the Group recorded a total revenue of
approximately HK$67 million, representing a slightly increase of 2% over
last year. Profit for the year attributable to the shareholders of the Company
for the year ended 31 March 2007 was approximately HK$0.96 million as
compared to approximately HK$0.59 million for last year.

RE

BEEMREFBENEEN  ETESOEER - SABA
TETLNF - REER - EEEEFTEENRE - S
BEARE - BESERENEHRE - RAIBOREE
FFHREE  BAEERZOEERDEXE - UFEE
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B BARRMEREENREDR -

BRI

 E-ETEF=A=+—ALFE  AEEHBRALNA
67,000,000 7T * RAFREEM EA2% - BHE-TT+
F=A=+—BIEFERNRFEEET4A960,0007T
Lt ¥ 2 4F [R BA$% 1549 /590,000 7T, ©
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Turnover Breakdown by Main Business Segments

BEBEBI NS X

Provision of Sales of
maintenance services service related products
RMRERSS HEREBEE®

Smartcard systems, RFID
and information
technology services

BRERAM - gIREHRI

2005/06

Consultancy income

EERUA

N BB RS

Provision of Sales of

maintenance services service related products
RRE RS HERSEEER

Smartcard systems, RFID
and information
technology services
BReRELT - FIEER
N EMBHE RS

2006/07

Segmental Information

During the year, the Group recorded a slightly increase in turnover for about
2% when compared with last year. The Group’s gross profit margin was
decreased for about 2% from 19% in last year to 17% in current year.

During the year, the Group continued to concentrate its resources on its
core business development, i.e. to provide the smartcard systems, RFID and
information technology services. The service revenue generated from this
segment decreased for 28% to approximately HK$16.2 million (2006:
HK$22.5 million).

Consultancy income

EEREUA

72 RPE

FA - ARERSEERREFRBEMLET2% - RNEHE
BERENREFEI9%MPDERFE17% » TEL2% °

FA - AEEHROEBEERAGR - B BHEERR
B SRR RS R AR RS E c ZERBEA TR
28% % #J16,200,00078 7T (ZZZ /54 : 22,500,000/ 7T) ©
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Management Discussion and Analysis B2 BT & 247

Besides, within the same segment, the maintenance income increased for
25% to approximately HK$4.4 million (2006: HK$3.5 million). With the
accumulated projects completed in previous years, the associated
maintenance and service income increased generally. It is expected that

this revenue stream will increase generally in the near future.

For consultancy service segment, the turnover increased for about 14%
when compared with last year. With the significant increase in turnover,
the profit margin was also improved from 13% to 16%.

The Group’s administrative expenses had increased for approximately 7%.
The increase was mainly due to the office removal associated expenses and
increase in office rental charges. The Group’s office tenancy agreement
was signed in three years ago and the rate of office rental had been increased
significantly during the past three years. Therefore, the Group's office had
been moved to a comparatively cheaper location in September 2006 but
the new office rental charges was still double with its’ previous one.

The finance costs increased by 16% to approximately HK$ 1.4 million (2006:
HK$1.2 million) for the year as a result of increases in interest rates and
borrowings.

Liquidity, Financial Resources and Treasury Policies

The Group generally financed its operations with its internally generated
cash flows and bank borrowings. As at 31 March 2007, the Group had
outstanding borrowings of HK$8,929,404, comprising secured bank loans
of HK$6,149,689 and bank overdrafts of HK$2,779,715. As at 31 March
2007, the current ratio of the Group was 1.3 (2006: 1.2) while the liquidity
ratio was 1.2 (2006: 1.1).

The Group continues to adopt a conservative approach towards its treasury
policy. The Group strives to reduce exposure to credit risk by performing
ongoing credit evaluations of the financial condition of its customers.
Besides, the Group’s liquidity and financing arrangements are also reviewed
regularly.

Taking into consideration the banking facilities granted, stringent cost control
and the existing financial resources available to the Group, it is believed
that the Group should have adequate financial resources to meet its
operation, development requirements and investments in the future.

Significant Investments

The Group had no significant investments during the year under review.
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Management Discussion and Analysis B2 BT & 247

Material Acquisitions or Disposals of Subsidiaries
and Affiliated Companies

During the year under review, the Group had no material acquisitions and
disposals of subsidiaries and affiliated companies.

Employment Information

The Group recognises that its staff is one of the Group’s most important
assets. Aiming at providing competitive salary packages, the Group adjusts
employees’ salary level in close association with the performance,
qualifications and experience of individual staff as well as labour market
conditions. In addition to the regular remuneration, discretionary bonus
and share options may be awarded to eligible employees with reference to
individual performance and the Group’s business performance.

The Group enjoys good relations with staff and has not experienced any
disruption of operations due to major labour disputes. In addition to the
remuneration as mentioned above, the Group also provides fringe benefits
which comply with the relevant laws and regulations of the PRC and Hong
Kong including contributions to society security scheme of the PRC and
contribution to the Mandatory Provident Fund Scheme of Hong Kong.
Besides, the Group also provides on-going training programmes for its
employees to keep them abreast of the latest market trends and new
technologies.

As at 31 March 2007, the Group had 215 (2006: 191) full-time employees,
of which 199 are based in Hong Kong and the rest are in the PRC. Staff
costs, including directors’ emoluments, was approximately HK$50 million
(2006: HK$45 million) for the year ended 31 March 2007. During the year,
the Company has not granted any share option to any of its Directors and
employees.

Charges on Group Assets

As at 31 March 2007, time deposits of HK$15,806,889 (2006:
HK$15,323,997) and available-for-sale financial assets of HK$1,487,900
(2006: HK$1,453,864) were pledged to banks to secure certain banking
facilities of the Group.

Future Plans for Material Investments

The Group did not have any plans for material investment and acquisition
of material capital assets as at 31 March 2007.
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Management Discussion and Analysis B2 BT & 247

Gearing Ratio

At 31 March 2007, the gearing ratio of the Group, which is calculated as
the ratio of total secured bank loans due after one year to shareholders’
funds, was nil (2006: nil).

Exposure to Fluctuations in Exchange Rates and
Related Hedges

The Group’s assets, liabilities, revenues and expenses are mainly denominated
in Hong Kong dollars, United States dollars and Renminbi. The exchange
rates between Hong Kong dollars, United States dollars and Renminbi have
been very steady for the past few years. During the year, the Group generally
used the receipts from customers and bank loans to pay its suppliers and
meet its capital requirements. They are denominated in the local currency
of the place in which the subsidiaries operate. The Group does not currently
engage in hedging to manage possible exchange rate risk as the Group
considers the cost associated with such hedging arrangements would exceed
the benefits. However, management will continue to monitor the possible
exposure to exchange rate risk and will take such measures as it deems
prudent.

Contingent Liability

At 31 March 2007, the Company has undertaken to guarantee certain
banking facilities granted to two wholly-owned subsidiaries to the extent
of approximately HK$22 million (2006: HK$19 million). The Directors
consider that the fair value of the financial guarantee given to the two
subsidiaries is insignificant.
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The Company is firmly committed to maintaining statutory and regulatory
standards and adherence to the principles of corporate governance
emphasising transparency, independence, accountability, responsibility and
fairness. The Board ensures that effective self-reqgulatory practices exist to
protect the interests of the shareholders of the Company.

The Company has applied the principles and complied with all the code
provisions as set out in the Code on Corporate Governance Practices (the
“Code") contained in Appendix 15 of the Rules Governing the Listing of
Securities on the Growth Enterprises Market of The Stock Exchange of Hong
Kong Limited (the “GEM Listing Rules”) throughout the year ended 31
March 2007, save for the deviations discussed below.

Under the code provision A.2.1 stipulates that the roles of chairman and
chief executive officer should be separate and should not be performed by
the same individual. The division of responsibilities between the chairman
and chief executive officer should be clearly established and set out in writing.

Mr. Lau Hon Kwong, Vincent is both the chairman and chief executive officer
of the Company who is responsible for managing the Board and the Group'’s
business. Mr. Lau has been both chairman and chief executive officer of the
Company since its incorporation. The Board considers that, with the present
board structure and scope of business of the Group, there is no imminent
need to separate the roles into two individuals as Mr. Lau is perfectly capable
of distinguishing the priority of these roles in which he has been acting.
However, the Board will continue to review the effectiveness of the Group’s
corporate governance structure to assess whether the separation of the
positions of chairman and chief executive officer is necessary.

Under the code provision A.4.1 stipulates that non-executive Directors should
be appointed for a specific term, subject to re-election. Under the code
provision A.4.2 stipulates that all Directors appointed to fill a causal 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.

Under the present articles of association of the Company, Mr. Lau Hon
Kwong Vincent, being chairman and chief executive officer of the Company,
is not subject to retirement by rotation. This is not in compliance with the
Code requirement that every Director must retire by rotation once every
three years.
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Besides, the non-executive Directors do not have a specific term of
appointment, but are subject to rotation in accordance with the articles of
association of the Company (that at each annual general meeting, one-
third of the Directors for the time being or, if their number is not a multiple
of three, the number nearest to but not greater than one-third, shall retire
from office) provided that notwithstanding anything herein, the chairman
of the Board and/or the managing director of the Company shall not, whilst
holding such office, be subject to retirement by rotation or be taken into
account in determining the number of Directors to retire in each year. At
such, with the exception of the chairman, all Directors are subject to
retirement by rotation. The management considered that there is no
imminent need to amend the articles of association of the Company.

Directors’ Securities Transactions

The Company has adopted a code of conduct regarding Directors’ securities
transactions 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 throughout the
year ended 31 March 2007. Having made specific enquiry of all Directors,
the Directors have complied with such code of conduct and the required
standard of dealings throughout the year ended 31 March 2007.

Board of Directors and Board Meeting

The Board which currently comprises four executive Directors and three
independent non-executive Directors, is responsible for the overall strategic
planning and business development of the Group. Details of the Directors
are set in the section “Biographical Details of Directors and Senior
Management” of this report. All Directors give sufficient time and attention
to the affairs of the Group. To the best knowledge of the Board, there is no
financial, business and family relationship among the members of the Board
except that Mr. Liu Hoi Wah is the younger brother of Mr. Lau Hon Kwong,
Vincent.

All independent non-executive Directors, do not have any business or
significant financial interests with the Group and each of them have
confirmed their independence to the Group pursuant to Rule 5.09 of the
GEM Listing Rules. No independent non-executive Director has served the
Group for more than nine years. Based on the above-mentioned, the Board
considers that all independent non-executive Directors were independent.

With the various experience of both the executive Directors and the
independent non-executive Directors and the nature of the Group’s business,
the Board considers that the Directors have a balance of skills and experience
for the business of the Group.
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The Board meets regularly at least four times a year at approximately
quarterly intervals. Such regular meetings will normally involve the active
participation, either in person or through other electronic means of
communication, of a majority of Directors entitled to be present.

During the year ended 31 March 2007, four board meetings were held and
the following is an attendance record of the meetings by each Director.

Attendance
Executive Directors
Mr. Lau Hon Kwong, Vincent 4/4
Mr. Cheng Kwok Hung 4/4
Mr. George Roger Manho 3/4
Mr. Liu Hoi Wah 1/4
Independent non-executive Directors
Dr. Lee Peng Fei, Allen 4/4
Mr. Tang Siu, Henry 4/4
Mr. Kam Hau Choi, Anthony 4/4

During regular meetings of the Board, the Directors discuss and formulate
the overall strategies of the Group, monitor financial performances and
discuss the annual, interim and quarterly results, as well as discuss and
decide on other significant matters. Execution of daily operational matters
is delegated to management.

Notice of regular board meeting is usually given at least 14 days in advances
to give all Directors an opportunity to attend. An agenda for each board
meeting will be prepared and normally distributed to the Directors together
with necessary board papers and related materials at least four days before
the board meeting. Directors are free to add any items on the agenda as
they may think fit. The Company Secretary is responsible for recording the
matters considered and decisions reached by the Board including any
concerns or dissenting views raised by Directors. Minutes of board meetings
and the board committees meetings will be sent to all Directors for their
comments and records as soon as after the board meeting.

Minutes of board meetings and board committees meetings are kept by
the Company Secretary and such minutes are open for inspection within
reasonable advance notice.

All Directors have access to relevant and timely information, and they can
ask for further information or retain independent professional advisors if
necessary. They also have unrestricted access to the advice and service of
the Company Secretary, who is responsible for providing Directors with
board papers and related materials and ensuring that board procedures are
followed.
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Should a potential conflict of interest involving a substantial shareholder or
Director arise, the matter is discussed in an actual meeting, as opposed to
being dealt with by written resolution. Independent non-executive Directors
with no conflict of interest are present at meetings dealing with conflict
issues. Board committees, including the Audit, Remuneration and
Nomination Committees, all follow the applicable practices and procedures
used in board meetings for committee meetings.

Chairman and Chief Executive Officer

The Code stipulates that the roles of chairman and chief executive officer
should be separate and should not be performed by the same individual.
The Company did not segregate the roles of the chairman and chief executive
officer. The role of the chief executive was performed by Mr. Lau Hon Kwong
Vincent, who was the then existing chairman of the Company during the
year under review. Apart from the reason of such deviation mentioned above,
the Board also believes that vesting the roles of both chairman and chief
executive officer in the same person provides the Company with strong
and consistent leadership, and allows for effective and efficient planning
and implementation of business decisions and strategies.

The Board will periodically review the merits and demerits of such
management structure and will adopt such appropriate measures as may
be necessary in the future taking into consideration of the nature and extent
of the Group’s operation.

Audit Committee

As required by Rules 5.28 to 5.33 of the GEM Listing Rules, the Company
has established an audit committee which comprises three independent
non-executive Directors, Dr. Lee Peng Fei, Allen, Mr. Tang Siu, Henry and
Mr. Kam Hau Choi, Anthony and one executive Director, Mr. Liu Hoi Wah.
Dr. Lee Peng Fei, Allen was appointed as chairman of the audit committee.
On 1 December 2006, Mr. Liu Hoi Wah ceased to be a member of the audit

committee.

The primary duties of the audit committee are to review the Company’s
annual report and accounts, half-yearly report and quarterly reports and to
provide advices and comments thereon to the Board. The audit committee
meets at least four times a year with management to review the accounting
principles and practices adopted by the Group and to discuss auditing,
internal control and financial reporting matters. The principal terms of
reference includes, inter alia, its relationship with the Company’s external
auditor, review of the Company’s financial information and oversight of
the financial reporting system and internal control procedures of the
Company.
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During the year ended 31 March 2007, four audit committee meetings
were held and the following is an attendance record of the meetings by
each Director.

Attendance
Name of Directors
Dr. Lee Peng Fei, Allen 4/4
Mr. Tang Siu, Henry 4/4
Mr. Kam Hau Choi, Anthony 4/4
Mr. Liu Hoi Wah (resigned on 1 December 2006) 0/2

The Group’s financial statements for the year ended 31 March 2007 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 had
been made.

Remuneration Committee

The Company established a remuneration committee on 1 August 2005
with written terms of reference in compliance with the Code. The roles and
functions of the remuneration committee include the determination of the
specific remuneration packages of all executive Directors and senior
management of the Company, including benefits in kind, pension rights
and compensation payments, such as any compensation payable for loss or
termination of their office or appointment, and make recommendations to
the Board of the remuneration of non-executive Directors. Members of the
remuneration committee include Dr. Lee Peng Fei, Allen, Mr. Tang Siu, Henry,
Mr. Kam Hau Choi, Anthony and Mr. Lau Hon Kwong, Vincent, with Dr. Lee
Peng Fei, Allen as chairman. A majority of the votes in the remuneration
committee are exercisable by independent non-executive Directors. No
Director will be involved in any discussion in connection with his own

remuneration.

The remuneration committee schedules meet at least once a year. During
the year, one remuneration committee meeting was held to review the
remuneration packages of executive Directors and the directors’ fees of the
independent non-executive Directors and all members attended.

Nomination Committee

The Company established a nomination committee on 8 December 2005
with written terms of reference in compliance with the Code. Members of
the nomination committee include Dr. Lee Peng Fei, Allen, Mr. Tang Siu,
Henry, Mr. Kam Hau Choi, Anthony and Mr. Lau Hon Kwong, Vincent, with
Dr. Lee Peng Fei, Allen as chairman.
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The nomination committee shall meet before the annual general meeting
of the Company, or at other times as required by the chairman of the
nomination committee.

The roles and functions of the nomination committee include the
appointment and removal of Directors, reviews the background, experience,
qualification, general market conditions and the Company’s articles of
association in selecting and recommending candidates for directorship.

The nomination committee schedules meet at least once a year. One
nomination committee meeting was held during the year and all members
attended. During the meeting, members considered and resolved that all
the existing Directors shall be recommended to be retained by the Company.
Further, Mr. Cheng Kwok Hung and Mr. Liu Hoi Wah will retire from the
Board in accordance with Article 108 of the Company’s articles of association
at the forthcoming annual general meeting, and, being eligible, will offer

themselves for re-election.

Directors’ and Auditors’ Responsibilities for the
Financial Statements

The Directors acknowledge their responsibilities for 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 external auditors of the Company, Baker Tilly Hong Kong
Limited, about their reporting responsibilities on the financial statements
of the Group is set out in the Independent Auditor’s Report on pages 33 to
34 of this annual report.

Internal Control

The Company has conducted a review of its system of internal control
periodically to ensure the effective and adequate internal control system.
The Company convened meeting periodically to discuss financial, operational
and risk management control. The Directors are of the view that the existing
system of internal control is effective and adequate to the Group.
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External Auditors

The audit committee is responsible for considering the appointment of the
external auditors and reviewing any non-audit functions performed by the
external auditors of the Group. In particular, the audit committee will
consider, in advance of them being contracted for such service, whether
such non-audit service could lead to any potential material conflict of interest.
Nothing has come to its attention to cause the audit committee to believe
that the non-audit services provided by the external auditors affect their
independence, objectivity and effectiveness in the audit process in
accordance with applicable standard.

For the year ended 31 March 2007, the fee payable to the auditors in respect
of audit services amounted to HK$280,000 while the fee payable to the
auditors in respect of non-audit services relating to the taxation amounted
to HK$20,000.

Communication with Shareholders

The Board is committed to maintaining an ongoing and transparent
communication with all shareholders. The Directors host annual general
meeting each year to meet the shareholders and answer their enquiries.
The Company uses various communication channels, such as publication
of annual and quarterly reports, press announcements and circulars, to
update the shareholders on the Group’s business developments and financial
performance. Such information is also available on the Company’s website:
http://www.hkite.com.
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Biographical Details of Directors and Senior Management
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Directors

Executive Directors

Mr. Lau Hon Kwong, Vincent, aged 43, is an Executive Director, Chief
Executive Officer and one of the founders of the Group. He is responsible
for overall strategic planning and management of the Group. With over 20
years of experience in the executive management, Mr. Lau was engaged in
China trade before founding the Group. He graduated from The University
of Hong Kong with a first class honours Degree of Bachelor of Science in
Mechanical Engineering.

Mr. George Roger Manho, aged 44, is an Executive Director, Chief
Operating Officer and one of the founders of the Group. He is responsible
for marketing and project management of the Group. Mr. Manho has 19
years of experience in the control and automation industries, electrical and
mechanical projects and engineering management. He is a Chartered
Engineer and a member of the Hong Kong Institute of Engineers, The
Institute of Marine Engineers and The Hong Kong Institute of Marine
Technology and the Institution of Fire Engineers. He holds a Master degree
in Engineering Studies in Mechanical Engineering from the University of
Sydney and a Bachelor of Science (Engineering) degree with first class
honours in Marine Engineering from the University of Newcastle Upon Tyne.

Mr. Cheng Kwok Hung, aged 44, is an Executive Director, Chief Technology
Officer and one of the founders of the Group. He is responsible for technical
management and research and development (R&D). With 23 years of
experience in R&D and production management, Mr. Cheng won the awards
of the Hong Kong Awards for Industry for six times (one Machinery and
Equipment Design in 2005, one Consumer Product Design in each of 1993,
2000 and 2001 and two Designs in 1997). He holds a Higher Diploma in
Electronics Engineering from the Hong Kong Polytechnic.

Mr. Liu Hoi Wah, aged 38, is an Executive Director and Chief Finance
Officer of the Group. He is responsible for financial management, accounting
and corporate development. He joined the Group in March 2000. He is an
associate member of each of the Institute of Chartered Accountants in
England and Wales and the Hong Kong Institute of Certified Public
Accountants (“HKICPA™). Mr. Liu is the younger brother of Mr. H.K. Lau.
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Independent Non-Executive Directors

Dr. Lee Peng Fei, Allen, cee, 8s, FHKiE, )p aged 67, holds an honorary doctoral
degree in engineering from the Hong Kong Polytechnic University and an
honorary doctoral in laws from the Chinese University of Hong Kong. He
was formerly a member of the Hong Kong Legislative Council from 1978 to
1997 and a senior member of the Hong Kong Legislative Council from
1988 to 1991. Dr. Lee was also a member of the Hong Kong Executive
Council from 1985 to 1992. He was appointed as the Company'’s
independent non-executive director in December 2000.

Mr. Tang Siu, Henry, aoFsm, cpm, aged 62, is currently a Registered Chinese
Medicine Practitioner (Full Subjects), a director of a private company, the
Principal Consultant of Hong Kong Fire Services Staff General Association,
the Life and First President of the Hong Kong Professional Institute of Chinese
Medicine Medicated Meal & Food, a Consultant & member of Hong Kong
Registered Chinese Medicine Practitioners Association, the Deputy
Commissioner of the Friends of Scouting and a member of the Chartered
Institute of Arbitrators (East Asia Branch). Mr. Tang was Chief Fire Officer
Hong Kong Fire Command from 1993 to 2000. He holds a Master Degree
of Science (Major in Urban Planning), a Bachelor Degree of Law (Hons) and
a Fellow of the Faculty of Law of University of Wolverhampton the United
Kingdom. He was appointed as the Company’s independent non-executive
director on 5 September 2005.

Mr. Kam Hau Choi, Anthony, aged 41, is the proprietor of a Certified
Public Accountant firm in Hong Kong. Mr. Kam holds a Bachelor of Laws
degree from the University of Wolverhampton, the United Kingdom, and a
Bachelor of Science degree from the University of Hong Kong. Mr. Kam is a
fellow member of the HKICPA, a fellow member of Association of Chartered
Certified Accountants (“ACCA"), an associate member of The Institute of
Chartered Accountants in England & Wales and an affiliate member of the
Hong Kong Securities Institute. Besides, Mr. Kam is also a member of Task
Group in the HKICPA. Mr. Kam has over 18 years experience in auditing,
accounting and tax matters, both in private and public companies. He was
appointed as the Company’s independent non-executive director on 30
September 2004.
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Senior Management

Mr. Yuk Wai Kwok, Simon, aged 42, is an associated director (Marketing
and Sales) of the Group. Mr. Yuk is responsible for business development,
sales and marketing of the Group. He is also in charge of the development
of business co-operation arrangement with vendor and partners in Hong
Kong, PRC, Macau and other overseas market. With 16 years of experience
in project management of IT industry, Mr. Yuk has been involved in the
sales and tendering process for several sizeable IT projects. He was a project
manager of a computer company for 10 years before joining the Group in
December 1999.

Mr. But Wui Fai, Cyrus, aged 39, is an associated director (Project and
Sales) of the Group. Mr. But is responsible for management of project
commissioning of the Group. With 16 years of experience in IT and RFID
industry on project management, systems design and implementation. Mr.
But had achieved numerous project assignments in government sectors,
public utilities, tertiary institutions and public listed companies. He worked
for 10 years in an IT consultancy company in Hong Kong before joining the
Group in September 2001.

Miss. Yeung Yuen Chun, Mona, aged 33, is the Financial Controller and
associated director of the Group. Miss Yeung is responsible for managing
the Group’s finance and accounting operations, performing statutory and
management reporting. Miss. Yeung has over 10 years in auditing,
accounting and financial analysis. She is an associate member of the HKICPA
and a fellow member of the ACCA. She graduated from the Hong Kong
Baptist University.

Mr. Lam Kwai Sum, aged 41, is the Senior Project Manager of the Group.
Mr. Lam is responsible for project management, implementation and
maintenance services. With 20 years’ depth knowledge and experience in
project engineering including 10 years in the design, coordination, site
supervision, testing and commissioning in building services and 10 years of
project design and management, tendering and supervision of electrical
installation systems. He joins the Group in August 2001 and has been
involved in several sizeable installation projects in Hong Kong and Macau
including government sectors, public sectors, campus and estates.

Mr. Luk Wai Suen, aged 58, is a Senior Consultant of the Group. Mr. Luk
is responsible for advising the system development for new product
development and the design of software system. With 26 years of experience
in R & D of system networking, Mr. Luk was the deputy chief engineer of
an electronics company for 13 years before joining the Group in April 2000.
He holds a degree in Computer Application from The Shanghai Institute of
Education.
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Directors' Report
EEEWmE

The Directors have pleasure in submitting their annual report together with
the audited financial statements of the Company and the Group for the
year ended 31 March 2007.

Principal Activities

The principal activity of the Company is investment holding. The principal
activities of its subsidiaries are set out in note 17 to the financial statements.

The analysis of the principal activities and geographical locations of the
operations of the Group during the year ended 31 March 2007 are set out
in note 14 to the financial statements.

Results and Appropriations

The results of the Group for the year ended 31 March 2007 and the state
of the Company’s and the Group’s affairs as at that date are set out in the
financial statements on pages 35 to 85.

No interim dividend was paid during the year (2006: HK$Nil). The Directors
do not recommend the payment of a final dividend for the year ended 31

March 2007 (2006: HK$Nil).

There is no arrangement under which a shareholder of the Company has
waived or agreed to waive any dividends.

Donations
Donations made by the Group during the year amounted to HK$5,000.
Fixed Assets

Details of the movements in fixed assets of the Group are set out in note 15
to the financial statements.

Subsidiaries

Particulars of the Company’s subsidiaries as at 31 March 2007 are set out in
note 17 to the financial statements.

Borrowings

Particulars of the Group’s borrowings as at 31 March 2007 are set out in
note 24 to the financial statements.
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Directors' Report EEEH&

Share Capital

Details of the share capital of the Company during the year are set out in
note 25 to the financial statements.

Pre-emptive Rights
There are no provisions for pre-emptive rights under the Company’s articles
of association and there was no restriction against such rights under the

laws of the Cayman Islands which would oblige the Company to offer new
shares on a pro rata basis to existing shareholders.

Share Option Schemes

Details of the Company’s share option schemes are set out in note 26 to
the financial statements.

Purchase, Sale and Redemption of Shares of the
Company

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

Major Customers and Suppliers

The information in respect of the Group’s turnover and purchases attributable
to the major customers and suppliers during the year is as follows:

&N

REENAR BB E B F IS BN B T5 A M5 -

BrRBERE

AR AHER AT M BB E AT R SRS
FETEENELBEENRY  BEAARNBRTEL
R OIERE R -

FBRAETE

AR AR BRSBTS 3R 726 ©

B HEREEARQTRSD

AR RN BARRKFEABERE - 1 EREERA
AR
IREFPRHER

RAFERN  AEEEEEFREEXBRUEERERE
AR

Percentage of Group total

HEEREEIL
Turnover Purchases
k] RS
The largest customer BAEF 53% -
Five largest customers in aggregate RREP#s 71% -
The largest supplier BAHIER - 17%
Five largest suppliers in aggregate AR AT - 47%

At no time during the year have the Directors, their associates or any
shareholders of the Company which, to the best knowledge of the Directors,
own more than 5% of the Company’s share capital, had any beneficial
interest in the major customers and suppliers noted above.
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Reserves

Details of movements in the reserves of the Company and the Group during
the year are set out in note 27(a) to the financial statements and in the
consolidated statement of changes in equity respectively.

Distributable Reserves

At 31 March 2007, the Company’s reserves available for distribution in
cash or specie amounted to HK$Nil. Under the Companies Law (Revised) of
the Cayman Islands, the share premium of the Company 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 they fall due in the ordinary
course of business. The share premium may also be distributed in the form
of fully paid bonus shares.

Directors

The Directors who held office during the year and up to the date of this

report were as follows:

Executive Directors

Mr. Lau Hon Kwong, Vincent
Mr. Cheng Kwok Hung

Mr. George Roger Manho
Mr. Liu Hoi Wah

Independent non-executive Directors
Dr. Lee Peng Fei, Allen

Mr. Tang Siu, Henry

Mr. Kam Hau Choi, Anthony

Mr. Cheng Kwok Hung and Mr. Liu Hoi Wah retire from the Board in
accordance with Article 108 of the Company’s articles of association at the
forthcoming annual general meeting and, being eligible, will offer
themselves for re-election.

Biographical Details of the Directors

Biographical details of the Directors are set out on pages 21 and 22 of the

annual report.
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Directors’ Emoluments and the Individuals with
Highest Emoluments

Details of Directors’ emoluments and of the individuals with highest
emoluments in the Group are set out in notes 10 and 11 to the financial
statements respectively.

Directors’ Service Contracts

Mr. Lau Hon Kwong, Vincent, Mr. Cheng Kwok Hung and Mr. Liu Hoi Wah
have entered into service contracts with the Company on 1 April 2007 for
an initial fixed term of one year commencing from 1 April 2007 which will
continue thereafter until terminated by three months notice in writing served
by either party on the other.

Mr. George Roger Manho has entered into a service contract with the
Company on 30 December 2006 for an initial fixed term of one year
commencing from 1 January 2007 which will continue thereafter until
terminated by three months’ notice in writing served by either party on the
other.

Except for the above, none of the Directors proposed for re-election at the
forthcoming annual general meeting has a service contract which is not
determinable by the Company, or any of its subsidiaries, within one year
without payment of compensation, other than normal statutory obligations.

Directors’ Interests in Contracts

No contract of significance to which the Company, its holding company or
any of its subsidiaries was a party, in which a director of the Company had
a material interest, subsisted at the end of the year or at any time during
the year.
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Directors’ and Chief Executive’s Interests and
Short Positions in the Shares, Underlying Shares
and Debentures of the Company or any
Associated Corporations

As at 31 March 2007, the interests and short positions of each Director and
chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the “SFO")),
which were notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part
XV of the SFO, including any interests and short positions which they have
taken or deemed to have taken under such provisions of the SFO, or which
were required, pursuant to Section 352 of the SFO, to be entered in the
register referred to therein, or which were required, pursuant to Rules 5.46
to 5.68 of the GEM Listing Rules, to be notified to the Company and the
Stock Exchange were as follows:

EERTHAINARATRBELTNR
7~ HERORESRXR

RZZEZEF=A=+—H AR AISEERITHEHIRE
BERAEIEGIE15.7 R FE15 8IEMMTE - AABHE A
HESEE (B8 R(EHFRBEKRLD ([BHKOH) F+R
) - WEMGAARRESHERHMERAR (RS
By - MR D REFPHANERIAR (BIEREE
HIEPINZERERRBAIREREGOERIAR) - KD
BY AIRIE B HIHEHIFE 352 FUAFEMNELMA « siRE
BIZEMR E TR RIZE5.46 55,68 1RFTE MR AL EME RN A
ERZHHNESIOXBETINAT ¢

Comm™), a company incorporated in the British Virgin Islands. Mr. Lau
Hon Kwong, Vincent and Mr. Cheng Kwok Hung held 46.21% and
36.11% of the entire issued share capital of Rax-Comm, respectively.

.

(i) Interests in shares of the Company (i) KA B AP RE RS
Number of ordinary shares
ZERRE
Percentage
of issued
Personal Corporate Family Other share capital
Name of Director interests interests interests interests Total HEET
EEHA EARR AAlER KGR Hftigs At BRAB AL
Mr. Lau Hon Kwong, Vincent - 456,250,348 (L) - - 456,250,348 (L) 50.27%
g E (Note 2) (Fift 2)
Mr. George Roger Manho 83,142,254 (L) - - - 83,142,254 (L) 9.16%
BEELAE
Mr. Cheng Kwok Hung - 456,250,348 (L) - - 456,250,348 (L) 50.27%
BEERE (Note 2) (Fift 2)
Notes: FizE -
1. The letter “L” denotes a long position in the shares. 1. LI FRRRDBIEFR -
2. These shares are beneficially owned by Rax-Comm (BVI) Limited (”Rax- 2. IERD T — RN B R L B S K A2 ARax-

Comm (BVI) Limited ([Rax-Comml) FT#5 5 - 2%
S50 A R EBBHE 5t A 5 Bl B Rax-Comm 46.21%
%3611 %M B TR ©
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Directors’ and Chief Executive’s Interests and
Short Positions in the Shares, Underlying Shares
and Debentures of the Company or any
Associated Corporations (continued)

(ii) Interests in equity derivatives, as defined in the SFO, in
or in respect of, underlying shares

As at 31 March 2007, the Directors had the following personal
interests in options to subscribe for shares of the Company granted
at HK$1 under a share option scheme of the Company. Each option
gives the holder the right to subscribe for one share.

Number
of options
outstanding at
31 March 2007
RoZ2RLE
=A=t-H
Name of Director AT Date granted
Bsp BREZE RiLAH
Mr. Lau Hon Kwong, Vincent 6,109,440 (L) 12 February 2001
AEREE Z2F-FZATZH
Mr. George Roger Manho 4,000,000 (L) 12 February 2001
BgkLE —ET-F-f1=H
Mr. Cheng Kwok Hung 4,000,000 (L) 12 February 2001
HEERE “FZ-%-A1+zA
Mr. Liu Hoi Wah 19,112,640 (L) 12 February 2001
e ZZ%-F-A1zA
Dr. Lee Peng Fei, Allen 1,760,000 (L) 12 February 2001
PEREL Sl =

EERTRASRAQRFARBE ATHR
7 HEROREEZRLE (B

iy RNIBERZZHEHAROGITETANER (E
& BRI

RIBZALF=A=+—0 ARBEFERELR
NAIFBAERTBIA BTV BRI AT R A A A A
DEBRER A A THEAER - SRERER
ERAARBE—BUD -

N\ R X e NG LR L B BN

Number of Price per
shares acquired share to be
on exercise of paid on
options during exercise of
the year options
Period during R iy
which options fERRE BRE
exercisable A 1] AR
BRETES RH#E SRER
21 August 2001 to 11 February 2011 = HK$0.095
“ZF-F\AZt-RZE 0.095% 7T
—2——£-f+-H
21 August 2001 to 11 February 2011 - HK$0.095
e AV ey e = 0.095%7T
“2—%-At-A
21 August 2001 to 11 February 2011 = HK$0.095
“ZT-FN\AZ+-HZ 009587
ZE——%Zft-H
21 August 2001 to 11 February 2011 = HK$0.095
“ZF-F\AZt-RZE 0.095% 7T
—2——£-f+-H
21 August 2001 to 11 February 2011 - HK$0.095
“Z2-E\A-t-BZE 0.095%7T
“2—%-At-A

Note: The letter “L” denotes a long position in the shares.
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Directors’ and Chief Executive’s Interests and
Short Positions in the Shares, Underlying Shares
and Debentures of the Company or any
Associated Corporations (continued)

(iii)  Aggregate interest in the shares and underlying shares
of the Company

EERTRASRAQAEE X FHNR
7 HEROREERAR (@)

(i)  ARFRDREERD OB ER

Percentage to the

Aggregate Aggregate issued share
number in number in capital of
ordinary underlying the Company
Name of Director shares shares Total HAATE BT
EEHR TERAEs AR R4 5T &t RAWE DL
Mr. Lau Hon Kwong, Vincent 456,250,348 (L) 6,109,440 (L) 462,359,788 (L) 50.95%
Bz
Mr. George Roger Manho 83,142,254 (L) 4,000,000 (L) 87,142,254 (L) 9.60%
EEERE
Mr. Cheng Kwok Hung 456,250,348 (L) 4,000,000 (L) 460,250,348 (L) 50.71%
SR B 7 ST A
Mr. Liu Hoi Wah = 19,112,640 (L) 19,112,640 (L) 2.11%
2eESLLE
Dr. Lee Peng Fei, Allen = 1,760,000 (L) 1,760,000 (L) 0.19%

FlERIE L

Note: The letter “L” denotes a long position in the shares.

Save as disclosed above, as at 31 March 2007, none of the Directors, chief
executive of the Company or their associates had any interests in the shares
or debentures of, or short positions in the shares of, the Company or any of
its associated corporations, within the meaning of Part XV of the SFO, which
would have to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO, including interests or short
positions which they have taken or deemed to have taken under such
provisions of the SFO, or which were required, pursuant to Section 352 of
the SFO, to be entered in the register referred to therein, or which were
required, pursuant to Rules 5.46 to 5.68 of the GEM Listing Rules, were
required to be notified to the Company and the Stock Exchange.

M [USRTRARTE -
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ﬁ@ﬁiﬁ#mﬁiAiﬁﬂﬁf EHAIEDI5E15.7 %.15.81%
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R S EH MR SOA R (B IERRE B RAIR R SRR E 5
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Directors’ and Chief Executive’s Rights to Acquire
Shares or Debt Securities

Save as disclosed under the section headed “Directors’ and Chief Executive’s
Interests and Short Positions in the Shares, Underlying Shares and Debentures
of the Company or any Associated Corporations”, as at 31 March 2007,
neither the Company, holding company nor any of its subsidiaries was a
party to any arrangements to enable the Directors and chief executive of
the Company to acquire benefits by means of the acquisition of shares in,
or debt securities, including debentures, of the Company or any other body
corporate, and none of the Directors and chief executive of the Company
or their spouses or children under the age of 18, had any right to subscribe
for the securities of the Company, or had exercised any such rights.

Substantial Shareholders’ Interests and Short
Positions in the Shares, Underlying Shares of the
Company

The register of substantial shareholders maintained under Section 336 of
the SFO shows that as at 31 March 2007, the Company had been notified
of the following interests, being 5% or more of the issued share capital of
the Company:

EERTRARBERDIERZ SRS

BROA B [E S RITHAAR RN AR R SE 2 ARG - 8
B REZ AR FAREIN R_BTLF=ZA=1—
B ARAR - ZERARSKEEMNEQ RS ESEEMNR
B BEARRES RITHRAH A EERBAAR R SR EM
EABRNERMREBES (BRES) MESHE - AR
AIE = RMATHARE S S BB SRR A M + N\ B A F 2
B REARREFNEN - INETREFZSER -

FERRAADANRE - HERGD KR

AR FIRIBEFZIGHIEIB6HREFEN T ERRETMA
BE MN_ZEZLF=A=1T—B UTHRREELRFLD
BITIRANS % 3 A FH SR

Percentage
of total
Ordinary issued shares
shares held HEBRTRG
FrisEE R IR e AFtESE
Rax-Comm (BVI) Limited (Note 1) Rax-Comm (BVI) Limited (Ff5E 1) 456,250,348 50.27%
Mr. George Roger Manho (Note 2) EEHLEE (i 2) 83,142,254 9.16%
Notes: B &E
1. These shares have been disclosed as the corporate interests of the relevant Directors 1. ZERMBER [ESR RITBAR N AR B & QB MR
in the section headed “Directors’ and Chief Executive’s Interests and Short Positions 7 BERNREFRAR] —SHEAEEESNARE
in the Shares, Underlying Shares and Debentures of the Company or any Associated o
Corporations”.
2. These shares have been disclosed as the personal interests of the Director in the 2. ZERMBER [ESR RITBAR N AR B S E R a MR

section headed “Directors’ and Chief Executive’s Interests and Short Positions in
the Shares, Underlying Shares and Debentures of the Company or any Associated

Corporations”.
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Management Contracts

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into
or in existence during the year.

Connected Transactions

There were no transactions which should be disclosed in the annual report
as connected transactions in accordance with the requirements of the GEM
Listing Rules.

Five Year Financial Summary

A summary of the published results and of the assets and liabilities of the
Group for the latest five years is set out on page 86 of the annual report.

Competing Interests

As at 31 March 2007, the Directors were not aware of any business or
interest of any Director, management shareholder and the respective
associates of each, that competes or may compete with the business of the
Group or any other conflicts of interest which any such persons have or
may have with the Group.

Retirement Benefits Schemes

Details of the retirement benefit schemes of the Group and the employer’s
costs charged to the income statement for the year are set out in note 28
to the financial statements.

Auditors

RSM Nelson Wheeler were auditors of the Company for the two years ended
31 March 2006 and retired. Baker Tilly Hong Kong Limited were appointed
as auditors of the Company to fill in the causal vacancy.

A resolution for the appointment of Baker Tilly Hong Kong Limited as
auditors of the Company is to be proposed at the forthcoming annual
general meeting.

By order of the board of directors

Lau Hon Kwong, Vincent
Chairman

Hong Kong, 22 June 2007
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Independent Auditor's Report
B X HE R E

-
BAKER TILLY

HONG KONG LIMITED
CERTIFIED PUBLIC ACCOUNTANTS

s K TE & 5 85 i A PR )
12th Floor, China Merchants Tower
Shun Tak Centre

168-200 Connaught Road Central
Hong Kong

HFHE T A 168-2005
FEDLCEEREREL24#
Tel: +852 25250171

Fax: +852 2810 1417
www.bakertillyhk.com
enquiries@bakertillyhk.com

TO THE SHAREHOLDERS OF
ITE (HOLDINGS) LIMITED

(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of ITE (Holdings)
Limited (the “Company”) and its subsidiaries (together the “Group”) set
out on pages 35 to 85, which comprise the consolidated and Company
balance sheets as at 31 March 2007, and the consolidated income statement,
consolidated statement of changes in equity and consolidated cash flow
statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Directors’ responsibility for the financial
statements

The directors of the Company are responsible for the preparation and the
true and fair presentation of these financial statements in accordance with
Hong Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA") and the disclosure
requirements of the Hong Kong Companies Ordinance. This responsibility
includes designing, implementing and maintaining internal control relevant
to the preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

%ITE (HOLDINGS) LIMITED® &%=
(RASESEMKLNERRAE)

B LD EREZH N 35285 B MITE (Holdings) Limited ([&
A REMBAR (ERIBEE]) WA MIEHRE - iR
AUBHRERBER-ZETLF=A=T—ANREEEAR
KRBEZBILFENGFENGE  RARGREBRREGE
RERMER  URFBESHBRME KA MR -

EERGEMBRRARENER

¥

BERREFARARBEEESMNAE ([SFEAE]) R
MEEUBREERREB ARG RER CRENAEM
RNFHFIHREP B R - EREEIERET - Bt - #Es
REAE B AFHF IR ARG AP ESHE - DA AT
SRR AT RN IREF R M S B E AR - EEM
FEREE SRR - RZBERA RSB EEHEE
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Independent Auditor's Report 383 &% B EH 3R =

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit and to report our opinion 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 HKICPA. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance
as to whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and true and fair
presentation of the financial statements 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 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 Group as at 31 March 2007 and of the
Group's results 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.

Baker Tilly Hong Kong Limited
Certified Public Accountants
Andrew David Ross

Practising Certificate Number P0O1183

Hong Kong, 22 June 2007
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Consolidated Income Statement
melEE

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) &

E-RERLE-A=+—RALEFE CUETINE)

2007 — 22 t&E 2006 —ZT N
Note $ 5 § 5
MisE & "

Turnover =20 6, 14 66,829,725 65,725,317
Cost of services rendered B IR R RN (53,197,409) (52,176,896)
Cost of goods sold BEEEWRKA (1,959,545) (1,159,083)
Gross profit ER 11,672,771 12,389,338
Other income EApA 6 880,393 602,144
Administrative expenses 1TEE A (11,760,931) (11,001,858)
Profit from operations 4 i A 792,233 1,989,624
Finance costs RUE R AR 8 (1,440,191) (1,245,864)
Gain on disposals of available-for-sale HER S SR E E K

financial assets 1,825,850 -
Profit before taxation BRBEATR 1,177,892 743,760
Taxation I8 9 (220,466) (150,000)
Profit for the year attributable to RN B R RIEAG F A A

shareholders of the Company 12 957,426 593,760
Earnings per share BRER 13
Basic AR 0.11 cents fili 0.07 cents {ll
Diluted e N/A TEA N/A i
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Consolidated Balance Sheet

RREERER

At 31 March 2007 (Expressed in Hong Kong dollars)

REZZZLF=ZA=+—H ABTIIE

2007 —ZEZEtF 2006 —ZTZTRF
Note $ 5 § 5
i 7‘3 r
Non-current assets FEREEE
Fixed assets BEEE 15 792,989 361,123
Goodwill R 16 - —
Available-for-sale financial assets A ECREE 18 1,487,900 3,527,893
2,280,889 3,889,016
Current assets RBEE
Financial assets at fair value BATFEBERA
through profit or loss BaemEE 19 12,160 22,260
Inventories T8 20 1,925,184 1,932,196
Trade and other receivables FEUSE 5 B E A R WUIR 51 21 9,298,504 9,825,160
Deposits and prepayments Fle RAFEER 1,297,200 682,278
Income tax recoverable AL E RIS 200,410 =
Pledged bank deposits EARRITER 29(c) 15,806,889 15,323,997
Bank and cash balances RITRIR R 1,900,901 160,053
30,441,248 27,945,944
Current liabilities REBEE
Trade and other payables FERTE 5 I E At FE (IR X 22 14,647,115 12,666,244
Short term borrowings EHEE 24 8,929,404 11,134,079
Income tax liabilities M EE - 8,077
23,576,519 23,808,400
Net current assets RBEEFE 6,864,729 4,137,544
Net assets EERE 9,145,618 8,026,560
Capital and reserves BEXR#E
Share capital &N 25 9,075,360 9,075,360
Reserves Gl 70,258 (1,048,800)
Shareholders’ funds BRES 9,145,618 8,026,560

Approved and authorised for issue by the board of directors on 22 June

2007.

Lau Hon Kwong, Vincent
Director

Cheng Kwok Hung
Director

EEEeN=FT

gIEN
5=

TERAZ T HRERIRRETE -

R

36 ITE (Holdings) Limited ANNUAL REPORT 2006-2007 3§




Consolidated Cash Flow Statement

HERERER

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) BZE=ZZ+F=H=+—H LFE GUBTHIE)

2007 —EZFtHF 2006 —ZEZ X
$ T $ 7T
CASH FLOWS FROM REXEKHASRE
OPERATING ACTIVITIES
Profit before taxation FRA A A 1,177,892 743,760
Adjustments for: HTIFIEELFE
Depreciation e 338,528 476,397
Allowance for doubtful debts RIRE A 353,733 -
Net unrealised gain on financial assets BRAFEEF AR
at fair value through profit or loss BENRETFNE - (590)
(Gain)/loss on disposals of fixed assets HEEE & E (R BB (1,025) 3,31
Impairment loss on available-for-sale AL EeREE
financial assets BB ERE 62,100 241,165
Gain on disposals of financial assets HERAFEETAER
at fair value through profit or loss SR E ERKE (666) =
Gain on disposals of available-for-sale HERTHHE SR
financial assets BEMMKES (1,825,850) -
Dividend income from financial assets BRATEES ABR
at fair value through profit or loss SREEMRIMEA (240) (282)
Investment income from AEEEeREE
available-for-sale financial assets R E WA (24,960) (24,960)
Interest income FEWA (504,631) (322,664)
Interest expenses MEERA 1,440,191 1,245,864
Operating profit before working REEE S E AT
capital changes Y45 & 7 1,015,072 2,362,021
Movements in working MENERIHE MEE
capital elements:
Trade and other receivables U E 5 K E A UK 5K 172,923 (2,418,614)
Deposits and prepayments HE&G: 3-8 (614,922) (7,771)
Inventories FE 7,012 127,453
Trade and other payables JERTE 5 K EL A FE iR 3R 2,307,004 1,450,506
Cash generated from operations ¥BEERS 2,887,089 1,513,595
Interest paid BAFE (1,440,191) (1,245,864)
Tax paid BRI (428,953) (141,923)
Net cash generated from MEEBEAR ©FE
operating activities 1,017,945 125,808

N\ R X e NG LR L B BN

ITE (Holdings) Limited ANNUAL REPORT 2006-2007 3§



Consolidated Cash Flow Statement

mERERNEX

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #%Z—

ZELFZA=+-HUEFE CAETIIE

2007 —ZEZEtF 2006 —ZZRF
Note § 5 § 5
Fi 3 7 *
CASH FLOWS FROM RETBHESRE
INVESTING ACTIVITIES
Purchases of fixed assets EEETEE (771,998) (181,172)
Proceeds from disposals of fixed assets HEREEEEMNENRIE 3,200 3,600
Proceeds from disposals of financial assets H &R AFBET ABs
at fair value through profit or loss SREEMNASRIE 10,766 -
Proceeds from disposals of & AT ﬁ’iﬁﬁﬂﬁﬁ
available-for-sale financial assets B P15 5K 3,900,000 -
Acquisition of available-for-sale E%E—H,\ﬁ%ﬁﬁﬂﬁﬁ
financial assets - (1,559,400)
Investment income from AL ESREE
available-for-sale financial assets I E WA 24,960 24,960
Dividend received from financial assets BAFEETABRE
at fair value through profit or loss TREENRSBA 240 282
Interest received B ALE 504,631 322,664
Net cash generated from/(used in) BEEEEE
investing activities (FTA)ReFE 3,671,799 (1,389,066)
CASH FLOWS FROM BETHEESRE
FINANCING ACTIVITIES
Increase in pledged bank deposits AR TEFIE N (482,892) (1,729,189)
Other borrowings obtained H b fg EHUE - 974,849
Repayment of bank loans ERRITEE - (419,444)
New bank loans raised IGIRITIEE 752,680 =
Repayment of other borrowings EREMER (326,133) -
Net cash used in financing activities BEREFTRAR & FE (56,345) (1,173,784)
NET INCREASE/(DECREASE) IN RERBSEEY
CASH AND CASH EQUIVALENTS i, GEa) 4,633,399 (2,437,042)
CASH AND CASH EQUIVALENTS FONEEeRESEZEY
AT BEGINNING OF YEAR (5,577,017) (3,132,925)
Effect on foreign exchange rate changes — [ER&E SRz & 64,804 (7,050)
CASH AND CASH EQUIVALENTS R=A=+—HH
AT 31 MARCH ReRBREEEY (878,814) (5,577,017)
ANALYSIS OF THE BALANCES OF RERBSEEY
CASH AND CASH EQUIVALENTS EERI D AT
Bank and cash balances RITRIR B4 1,900,901 160,053
Bank overdrafts RITIEX 24 (2,779,715) (5,737,070)
(878,814) (5,577,017)
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Consolidated Statement of Changes in Equity
REEREHR

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #%Z =

ZELE=ZA=+—RIEFE UETIE)

Reserves
i
Foreign
currency Investment
Share Share Merger translation revaluation Accumulated
capital  premium reserve reserve reserve losses Total
SNEER, REfE
BRA R EE AOHRE fikfE fikfE 2BER At
(note 25) (note 27 (b)) (note 27 (c))
(Fff5E 25)  (BSRE 27 (b)) (B 27 (O)
ST $7T $7T $7T $7T $7T ST
Balance at 1 April 2005 R-ZEZRENA—BLH 9,075,360 22,816,249 10,748,910 - - (35,161,500) 7,479,019
Exchange difference arising ~ RESIEBAELN
on translation of BHES
foreign operation - - - 59,317 - - 59,317
Decrease in fair value of HEESHEER
available-for-sale AFEERD
financial assets - - - - (105,536) - (105,536)
Net expense recognised WERBERRN X MFE
directly in equity - - - 59,317 (105,536) - (46,219)
Profit for the year ERER - - - - - 593,760 593,760
Total recognised income FRERRUARR LR
and expense for the year - - - 59,317 (105,536) 593,760 547,541
Balance at 31 March 2006 RZZEXE=A=1—H
and at 1 April 2006 RETRENA—REH 9,075,360 22,816,249 10,748,910 59,317 (105,536) (34,567,740) 8,026,560
Exchange difference arising ~ RESIEBAELN
on translation of EHESH
foreign operation - - - 127,596 - - 127,596
Increase in fair value of HREESHEER
available-for-sale AFEEEM
financial assets - - - - 34,036 - 34,036
Net expense recognised WERBERRN X MFE
directly in equity - - - 127,596 34,036 - 161,632
Profit for the year ERER - - - - - 957,426 957,426
Total recognised income FRERRUARS LR
and expense for the year - - - 127,596 34,036 957,426 119,058
Balance at 31 March 2007 R-EE+E=A=1+—RA% 9,075,360 22,816,249 10,748,910 186,913 (71,500) (33,610,314) 9,145,618
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Balance Sheet - the Company

SEEEER-AAT

At 31 March 2007 (Expressed in Hong Kong dollars)

RITBZALF=ZA=+—H CAELIIE)

2007 — 2Tt F 2006 — T RF
Note § 7 § 5
i & =
Non-current assets FEREEE
Investments in subsidiaries RSB R RMIRE 17 4,000,000 4,000,000
Current assets RBEE
Other receivables A R SR 21 4,163,793 4,064,863
Bank and cash balances RITRIR B R 1,187 2,397
4,164,980 4,067,260
Current liabilities RENEE
Accrued charges and other payables FEAH & A K B A FE A iR K 22 678,474 811,857
Net current assets RBEEFE 3,486,506 3,255,403
Net assets EEFE 7,486,506 7,255,403
Capital and reserves BEXR#E
Share capital A& 25 9,075,360 9,075,360
Reserves (G 27 (1,588,854) (1,819,957)
Shareholders’ funds BRES 7,486,506 7,255,403

Approved and authorised for issue by the board of directors on 22 June

2007.

Lau Hon Kwong, Vincent
Director

Cheng Kwok Hung
Director

BEEEN ST EHEANAS T R RERETIE -

BIEN
B=

R
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Notes to the Financial Statements
B R ER R M EE

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) BZE=ZZ+F=H=+—H LFE GUBTHIE)

General Information

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability under the Companies Law
of the Cayman Islands. The address of its registered office is Cricket
Square, Hutchins Drive, P.O. Box 2681 GT, Grand Cayman KY1-
1111, Cayman Islands. The address of its principal place of business
is Units 1005-07, Level 10, Manulife Provident Funds Place, 345
Nathan Road, Kowloon, Hong Kong. The Company’s shares are listed
on the Growth Enterprise Market of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 17 to the financial
statements.

In the opinion of the directors of the Company, as at 31 March
2007, Rax-Comm (BVI) Limited, a company incorporated in the
British Virgin Islands (“BVI"), is the immediate parent and ultimate
parent of the Company.

Basis of Preparation of Financial
Statements

These financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs"”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong and the
applicable disclosures required by the Rules Governing the Listing
of Securities on the Growth Enterprise Market of the Stock Exchange
(the “GEM Listing Rules”) and by the Hong Kong Companies
Ordinance.

HKFRSs comprise Hong Kong Financial Reporting Standards; Hong
Kong Accounting Standards (“HKAS"); and Interpretations.

These financial statements have been prepared under the historical
cost convention, as modified by the revaluation of certain
investments which are carried at their fair values.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain key assumptions and estimates. It also
requires management to exercise its judgements in the process of
applying the accounting policies. The areas involving critical
judgements and areas where assumptions and estimates are
significant to these financial statements, are disclosed in note 5 to
the financial statements.

—RER

RRBIRBERSHSARE - NSRS
K—RE#HREBERAR - HFfMitE ACricket
Square, Hutchins Drive, P.O. Box 2681 GT, Grand
Cayman KY1-1111, Cayman Islands » 113 & 4 231
ARBBNERBBIAS KRB RNETE
10051007 - AR AP NEBHARINE
RAR ([RSBP]) BIZERTIS LT -

RRRR—EREERAT  MENBLARMEE
EBBN M RKMET -

EERAR _ZTTLFE=A=+T—HBHNSRKIERD
Rl AEBEZAESEMAZIARax-Comm (BVI)
Limited °

P HmRmBLER

AR BHEBIEEB LS ([FALE]) R
BB BWMEER ([HHFHELER]) - FEA
REFTRA - XZMCEIERES EARAD (TRIX
R ETARAIL) REB D BEGIH0E 45 R T AR
8 o
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Notes to the Financial Statements Bf#&3R & fizE

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #Z-ZZT+F=A=+—BItFE AETIIE)

3. Adoption of New and Revised HKFRSs 3. BRAFTRISET MR ELER
In the current year, the Group has adopted all the new and revised RAFE  AEBEEABETRASHEM - B
HKFRSs issued by the HKICPA that are relevant to its operations and HEAEEEBEELN _TTRFHUA—HAR
effective for accounting periods beginning on or after 1 April 2006. FAREY & 5T BA R A RV T SRS RT B 5 R S5 4E Bl © £
The adoption of these new and revised HKFRSs did not result in B B G M SRS R S A EE A g5t
substantial changes to the Group’s accounting policies and amounts BERANFERBEFELREAL -
reported for the current year and prior years.
The Group has not applied the new HKFRSs that have been issued NE B R B R ERERN I I ®E L
but are not yet effective. The application of these new HKFRSs will Al IR LR A IS IR S R B IS IR U | E KR
not have material impact on the financial statements of the Group. TE o
4. Significant Accounting Policies 4. FESTBE
The significant accounting policies applied in the preparation of REMEMISRERMERANEZSFBERAT
these financial statements are set out below.
(a) Consolidation (@) #EMRE
The consolidated financial statements include the financial REMBREEAARRENBARES
statements of the Company and its subsidiaries made up to ZA=T—BEOMB®E - WBRREME
31 March. Subsidiaries are entities over which the Group REE GRS RIS S E RN AT
has control. Control is the power to govern the financial — MBS S R R T BUR R R AE © 25T
and operating policies of an entity so as to obtain benefits AAREEESIEN S —BRN - BEREBA
from its activities. The existence and effect of potential voting AT sk AT B E R R R B R R A
rights that are currently exercisable or convertible are TE o
considered when assessing whether the Group has control.
Subsidiaries are fully consolidated from the date on which MBS AR B HiEhlEsE S T AR E S 4R
control is transferred to the Group. They cease to be AAR - WREGI#EZIEE B EIEEE A
consolidated from the date the control ceases. B o
The gain or loss on the disposal of a subsidiary represents HEHTE A R R R kB 1R A H SRS 58
the difference between the proceeds of the sale and the BAREEMEMEBARMNEEFE M E
Group’s share of its net assets together with any goodwill B BINAEREGTARRRERE e kP i
or capital reserve relating to the subsidiary which was not REEAR B E NG - AREEBEN
previously charged or recognised in the consolidated income ZEHINE HAAREE -
statement and any related accumulated foreign currency
translation reserve.
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Notes to the Financial Statements Bf#§3R & iz

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

4. Significant Accounting Policies (continued)

(@)

(b)

Consolidation (continued)

Inter-company transactions, balances and unrealised profits
on transactions between group entities are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted
by the Group.

In the Company balance sheet, investments in subsidiaries
are stated at cost less allowance for impairment losses. The
results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable.

Foreign currency translation

(i) Functional and presentation currency

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

(ii) Transactions and balances in each entity’s financial
statements

Transactions in foreign currencies are translated into
the functional currency using the exchange rates
prevailing on the transactions dates. Monetary assets
and liabilities in foreign currencies are translated at
the rates ruling on the balance sheet date. Profits
and losses resulting from this translation policy are
included in the income statement.

4. EFEGHEBE @
(a) H=ERE (@

ATNHR P REBATRRBHBHTR
ST G AIRE BT U - B
SEVFEEAE LTI - AR BRI
FEAS - B AN EHHEEELE
BEHEE) - URERARAREARANE
BB E o

EARRRMEEREBRA - RBARRIKR
BRRAREETRERSRE - HBAREE
Tyl R A 2 W% R B AR ©

(b) INEBE
@) et

AEE R EENY B IRRAEIEA
B DERBAEHEREERKME
W EZRFRENEE (R
BEE - BRFBRKRAETE
5l MATHARBNERZS
B o

(ii) FEEBHOMITHRERNR S R &R

INER BB 5 E BBITHERG
HRIMEGEER - MIMERBMINE
BEERAE REEAERME
TS o LB TR S| B A
RS aERT -
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Notes to the Financial Statements Bf#&3R & fizE

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #Z-ZZT+F=A=+—BItFE AETIIE)

4. Significant Accounting Policies (continued) 4. FEEHBX (@)
(b)  Foreign currency translation (continued) (b)  IMEEBRE (4E)
(ii) Transactions and balances in each entity’s financial (i) BEEBNVBBRROR H RAH

statements (continued) (88)

Translation differences on non-monetary items, such SEEHIRR (B AR FEBERTA

as equity instruments classified as financial assets at BRI ER TR HEY =%

fair value through profit or loss, are reported as part AR TFEEEZ D - FEE

of the fair value gain or loss. Translation differences HE (W BERAHEESRERE)

on non-monetary items, such as equity instruments BREH =5 - RN E=mNSIER A

classified as available-for-sale financial assets, are h1EREH -

included in the investment revaluation reserve in

equity.

(i) Translation on consolidation (iif) FARERE

The results and financial position of all the group FrE R EE B EE RN

entities that have a functional currency different from N EE BN AARINZSE

the Company’s presentation currency are translated ' 9ERATARRERARRFN

into the Company’s presentation currency as follows: 235

- assets and liabilities for each balance sheet = REEERBEREIINEE
presented are translated at the closing rate MEBIIRARBEE B
at the date of that balance sheet; THERME

- income and expenses for each income — Fhas TR T A kE
statement are translated at average ] - B FEXRIIE
exchange rate. If this average is not a AR SERBITEXR
reasonable approximation of the cumulative BRENKBMMETRN - fE%
effect of the rates prevailing on the BAT  WIEEERFE
transaction dates, the income and expenses HEERRE : &
are translated at the exchange rates
prevailing on the transaction dates; and

- all resulting exchange differences are - P78 PR bt T 2 A O BB 3 = 5
recognised in the foreign currency 195 B R 7 HNEE B 3 i
translation reserve. 1# o
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Notes to the Financial Statements B 353k &R =t
For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

4. Significant Accounting Policies (continued)

(b)

(9

Foreign currency translation (continued)
(iii) Translation on consolidation (continued)

On consolidation, exchange differences arising from
the translation of the net investment in foreign
entities and of borrowings are recognised in the
foreign currency translation reserve. When a foreign
operation is sold, such exchange differences are
recognised in the consolidated income statement
as part of the profit or loss on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translation
at the closing rate.

Fixed assets

Fixed assets are stated at cost less accumulated depreciation

and impairment losses.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance are
expensed in the income statement during the year in which
they are incurred.

Depreciation of fixed assets is calculated at rates sufficient
to write off their costs less their residual values over the
estimated useful lives on a straight-line basis. The principal
useful lives are as follows:
Leasehold improvements Over the shorter of the lease
terms and 4 years
Furniture and fixtures 4 years
Computer and other 4 years

equipment
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Notes to the Financial Statements Bf#&3R & fizE

BE_ZZELF=A=+—HILFE BTIIE)

4. Significant Accounting Policies (continued)

(0

(d)

(e)

()

Fixed assets (continued)

The assets’ residual values, useful lives and depreciation
method are reviewed and adjusted, if appropriate, at each
balance sheet date.

The gain or loss on disposal of a fixed asset is the difference
between the net sales proceeds and the carrying amount of
the relevant assets, and is recognised in the income
statement.

Operating leases

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases
(net of any incentives received from the lessor) are expensed
in the income statement on a straight-line basis over the
period of the lease.

Research and development costs

Expenditure on research and development activities is
recognised as an expense in the year in which it is incurred.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the first-in, first-out basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion
of all production overhead expenditure. Net realisable value
is the estimated selling price in the ordinary course of
business, less the estimated costs of completion and the
estimated costs necessary to render services or make the
sale.
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

4.

Significant Accounting Policies (continued)

(9)

(h)

Service contracts with clients

When the outcome of a service contract can be estimated
reliably, contract costs are recognised as an expense by
reference to the stage of completion of the contract at the
balance sheet date. When it is probable that total contract
costs will exceed total contract revenue, the expected loss
is recognised as an expense immediately. When the outcome
of a service contract cannot be estimated reliably, contract
costs are recognised as an expense in the period in which
they are incurred.

Service contracts in progress at the balance sheet date are
recorded in the balance sheet at the amount of costs incurred
plus recognised profits less recognised losses and progress
billings, and are presented in the balance sheet as “Gross
amount due from customers for contract work”. When
progress billings exceed costs incurred plus recognised profits
less recognised losses, the surplus is recorded in the balance
sheet as “Gross amount due to customers for contract
work"”. Progress billings not yet paid by the customers are
included in the balance sheet under “Trade receivables”.
Amounts received before the related work is performed are
included in the balance sheet under “Trade payables”.

Investments

Investments are recognised and derecognised on a trade
date basis where the purchase or sale of an investment is
under a contract which terms require delivery of the
investment within the timeframe established by the market
concerned, and are initially measured at fair value, plus
directly attributable transaction costs except in the case of
financial assets at fair value through profit or loss.

Debt securities with fixed or determinable payments and
fixed maturity, and when the Group has the positive intention
and ability to hold to maturity, are classified as held-to-
maturity investments. Held-to-maturity investments are
subsequently measured at amortised cost using the effective
interest method, less any impairment losses.
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars)

Notes to the Financial Statements Bf#&3R & fizE

BE_ZZELF=A=+—HILFE BTIIE)

4,

Significant Accounting Policies (continued)

(h)

Investments (continued)

An impairment loss is recognised in the income statement
when there is objective evidence that the held-to-maturity
investments are impaired, and is measured as the difference
between the investments’ carrying amount and the present
value of estimated future cash flows discounted at the
effective interest rate computed at initial recognition.
Impairment losses are reversed in subsequent periods and
recognised in the income statement when an increase in
the investments’ recoverable amount can be related
objectively to an event occurring after the impairment was
recognised, subject to the restriction that the carrying
amount of the investments at the date the impairment is
reversed shall not exceed what the amortised cost would
have been had the impairment not been recognised.

Investments other than held-to-maturity investments are
classified as either financial assets at fair value through profit
or loss or available-for-sale financial assets.

Financial assets at fair value through profit or loss are either
investments held for trading or designated as at fair value
through profit or loss upon initial recognition. These
investments are subsequently measured at fair value. Gains
or losses arising from changes in fair value of these

investments are recognised in the income statement.

Available-for-sale financial assets are investments not
classified as held-to-maturity investments or financial assets
at fair value through profit or loss. Available-for-sale financial
assets are subsequently measured at fair value. Gains or
losses arising from changes in fair value of these investments
are recognised directly in equity, until the investments are
disposed of, or are determined to be impaired, at which
time the cumulative gains or losses previously recognised in
equity are recognised in the income statement.
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

4.

Significant Accounting Policies (continued)

(h)

)

)

Investments (continued)

Impairment losses recognised in the income statement for
equity investments classified as available-for-sale financial
assets are not subsequently reversed through the income
statement. Impairment losses recognised in the income
statement for debt instruments classified as available-for-
sale financial assets are subsequently reversed and
recognised in the income statement if an increase in the
fair value of the instruments can be objectively related to
an event occurring after the recognition of the impairment
loss.

Trade and other receivables

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest rate method, less allowance for
impairment. An allowance for impairment of trade and other
receivables is established when there is objective evidence
that the Group will not be able to collect all amounts due
according to the original terms of trade. The amount of the
allowance is the difference between the receivables’ carrying
amount and the present value of estimated future cash
flows, discounted at the effective interest rate computed at
initial recognition. The amount of the allowance is

recognised in the income statement.

Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash
equivalents represent cash at bank and on hand, demand
deposits with banks and other financial institutions, and
short-term highly liquid investments which are readily
convertible into known amounts of cash and subject to an
insignificant risk of change in value. Bank overdrafts which
are repayable on demand and form an integral part of the
Group's cash management are also included as a component
of cash and cash equivalents.
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars)

Notes to the Financial Statements Bf#&3R & fizE

BE_ZZELF=A=+—HILFE BTIIE)

4. Significant Accounting Policies (continued) 4. FEEHEK (8#)
(k)  Financial liabilities and equity instruments (k) HEEERRAEZIA
Financial liabilities and equity instruments are classified BB ERERAER TADREEIVHE
according to the substance of the contractual arrangements AL AB AR BREERIF I TE B E R
entered into and the definitions of a financial liability and BRAERTENTEREDE - RAEZTAT
an equity instrument under HKFRSs. An equity instrument HERATA B ERBANAEEEE AT
is any contract that evidences a residual interest in the assets B=MERER o REFETHEE ERRAE
of the Group after deducting all of its liabilities. The = LERAH S BEREN T °
accounting policies adopted for specific financial liabilities
and equity instruments are set out below.
) Borrowings () &
Borrowings are recognised initially at fair value, net of SEEEERAERMNIETE VS RA
transaction costs incurred, and subsequently measured at FEERE - HRREBEKAREHE -
amortised cost using the effective interest rate method.
Borrowings are classified as current liabilities unless the BRIEAR S B R IR S ERS S B R
Group has an unconditional right to defer settlement of the ERFEABZEIOT AR - BRIEREEE
liability for at least 12 months after the balance sheet date. DRRBELRE -
(m) Trade and other payables (m) ENESREMESIRK
Trade and other payables are stated initially at their fair value FERTE 5 R E M ERIRFIRA BB
and subsequently measured at amortised cost using the HEBARAERF R AZBEKRATE - B
effective interest rate method unless the effect of discounting R EBTK - BT - BlRAK AT
would be immaterial, in which case they are stated at cost. =
(n)  Equity instruments (n) BAEAERIA
Equity instruments issued by the Company are recorded at RATEITHRAE R T A - ARTUCERAI AT
the proceeds received, net of direct issue costs. SRIEREE BT -
(o) Revenue recognition (o) WEHER
(i) Service revenue (i) AR5 e
Service revenue comprises revenue from smartcard FRISU = B AE S e R R 4% - 5T 08
systems, radio frequency identification (“RFID”) and Bl BB RAEBERBE A
information technology and related service
contracts.
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4.

Significant Accounting Policies (continued)

(o)

Revenue recognition (continued)

(@i

=

(ii)

(iii)

Service revenue (continued)

Revenue from individual service contracts is
recognised under the percentage of completion
method, measured by reference to the percentage
of contract costs incurred to date to the estimated
total contract costs for each contract. When the
outcome of a service contract cannot be estimated
reliably, revenue is recognised only to the extent of
contract costs incurred that are probable to be
recognised.

Consultancy income

Consultancy income is recognised when the

consultancy services are rendered.

Income from maintenance services

Income from maintenance services is recognised on
a straight-line basis over the term of the maintenance

service contracts.

Income received or receivable in respect of services
which have not been completed on or before the
balance sheet date are shown in the balance sheet
as deferred maintenance income.

Sales of goods

Revenues from the sales of manufactured goods and
trading of raw materials are recognised on the
transfer of significant risks and rewards of
ownership, which generally coincides with the time
when the goods are delivered and the title has
passed to customers.

Interest income

Interest income is recognised on a time-proportion

basis using the effective interest method.
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars)

Notes to the Financial Statements Bf#&3R & fizE

BE_ZZELF=A=+—HILFE BTIIE)

4. Significant Accounting Policies (continued)

(o)

(p)

Revenue recognition (continued)

(vi)

Dividend income

Dividend income is recognised when the
shareholders’ rights to receive payment are
established.

Employee benefits

@)

(ii)

(iii)

Employee leave entitlements

Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual and long service leave as a result
of services rendered by employees up to the balance
sheet date.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leaving.

Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged to the income statement
represents contributions payable by the Group to
the funds.

Termination benefits

Termination benefits are recognised when, the
Group demonstrably commits itself to terminate
employment, or to provide benefits as a result of
voluntary redundancy, by having a detailed formal
plan which is without realistic possibility of
withdrawal.
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

4. Significant Accounting Policies (continued)

(a)

(r)

Borrowings costs

All borrowing costs are recognised in the income statement
in the period in which they are incurred.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

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

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

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

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.
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Notes to the Financial Statements Bf#&3R & fizE
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4,

Significant Accounting Policies (continued)

(r)

(s)

Taxation (continued)

Deferred tax is calculated at the tax rates that are expected
to apply in the year when the liability is settled or the asset
is realised, based on tax rates that have been enacted or
substantively enacted by the balance sheet date. Deferred
tax is charged or credited to the income statement, except
when it relates to items charged or credited directly to equity,
in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products or services
(business segment), or in providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that are
different from those of other segments.

In accordance with the Group’s internal financial reporting,
the Group has determined that business segments be
presented as the primary reporting format and geographical
as the secondary reporting format.

Segment revenue, expenses, assets and liabilities include
items directly attributable to a segment as well as those
that can be allocated on a reasonable basis to the segment.
Unallocated costs mainly represent corporate expenses.
Segment assets consist primarily of fixed assets, goodwill,
inventories and trade receivables. Segment liabilities
comprise operating liabilities and exclude items such as tax
liability and corporate borrowings.
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

4. Significant Accounting Policies (continued)

(s)

(t)

Segment reporting (continued)

Segment revenue, expenses, assets and liabilities are
determined before intra-group balances and intra-group
transactions are eliminated as part of the consolidation
process, except to the extent that such intra-group balances
and transactions are between group enterprises within a
single segment.

Segment capital expenditure is the total cost incurred during
the year to acquire segment assets, both tangible and
intangible, that are expected to be used for more than one
year.

In respect of geographical segment reporting, sales are based
on the countries in which customers are located. Total assets
and capital expenditure are based on where the assets are
located.

Related parties

A party is related to the Group if:

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

(ii) the party is an associate;

(iii) the party is a joint venture;

(iv) the party is a member of the key management
personnel of the Company or its parent;

(v) the party is a close member of the family of any
individual referred to in (i) or (iv);
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Notes to the Financial Statements Bf#&3R & fizE

For the year ended 31 March 2007 (Expressed in Hong Kong dollars)

BE_ZZELF=A=+—HILFE BTIIE)

4,

Significant Accounting Policies (continued) 4. FESHBUR (@)
t EEATGE

(t)

(u)

Related parties (continued)

(vi) 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 (iv)
or (v); or

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

Impairment of assets

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets, except
goodwill, to determine whether there is any indication that
those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of any impairment
loss. Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs.

Recoverable amount is the higher of fair value less costs to
sell and value in use. 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.

If the recoverable amount of an asset or cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss is
recognised immediately in the income statement, unless the
relevant asset is carried at a revalued amount, in which case
the impairment loss is treated as a revaluation decrease.

(u)

(vi) ARALAER HAHOHTZED
AR RERER RS Lt
(iv) 3k (v) TEA TR Sk B s A $£ R
PR - 3k

(i) ARALAREENTASERS
REBENBEA T ERBENE
BRRITRIEMETE] -

BERE

NEEER - AREOEHEATLELE
Z=EERINIRAE  NETZXEEER
BHREDREBETR o f&HIR4E @
% A EENAIRE SRR - UEERE
1R () - fHARBEMRTHERIE R A U=
S8 AAKEGTTZEEMBRRTES
VA IR BT s

A E S BTN FEER L ER AR ERE
BENREE - AHHEREER - (AR
RERER THRANTEEITEEERE U
RERERTEEHENT S MEEERRH
MR

HEESR EAEMAIRE SR EHER
HiREE - MEENREELFEMIREER
HIREERKREIEER o BUEREER I EREAD
FRHERR - HEMRARR B EAE MRSk - A
BEBESRIEE[HERD
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Notes to the Financial Statements Bf#§3R & iz

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

4.

Significant Accounting Policies (continued)

(u)

(v)

(w)

Impairment of assets (continued)

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit is
increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed
the carrying amount that would have been determined (net
of amortisation or depreciation) had no impairment loss been
recognised for the asset or cash-generating unit in prior
years. A reversal of an impairment loss is recognised
immediately in the income statement, unless the relevant
asset is carried at a revalued amount, in which case the
reversal of the impairment loss is treated as a revaluation
increase.

Financial guarantee contract liabilities

Financial guarantee contract liabilities are measured initially
at their fair values and are subsequently measured at the
higher of:

- the amount of the obligations under the contracts,
as determined in accordance with HKAS 37
“Provisions, Contingent Liabilities and Contingent
Assets”; and

- the amount initially recognised less cumulative
amortisation recognised in the income statement on
a straight-line basis over the terms of the guarantee
contracts.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a present legal or
constructive obligation arising as a result of a past event, it
is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate can
be made. Where the time value of money is material,
provisions are stated at the present value of the expenditures
expected to settle the obligation.

4. FESHBEXE
(v EEREG

HRERREEEED - NEESRGELS
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- PF R T B ERIEY R
BRI E B SRR R EE R TR A
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Notes to the Financial Statements Bf#&3R & fizE

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #Z-ZZT+F=A=+—BItFE AETIIE)

4,

Significant Accounting Policies (continued)
(w)  Provisions and contingent liabilities (continued)

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability,
unless the probability of outflow is remote. Possible
obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events,
are also disclosed as contingent liabilities unless the
probability of outflow is remote.

Key Sources of Estimation Uncertainty

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

Revenue and profit recognition

The Group estimated the percentage of completion of the service
contracts by reference to the proportion that contract costs incurred
for work performed to date to the estimated total costs for the
contracts. When the final cost incurred by the Group is different
from the amounts that were initially budgeted, such differences
will impact the revenue and the profit or loss recognised in the
period in which such determination is made. Budget cost of each
project will be reviewed periodically and revised accordingly where
significant variances are noted during the revision.

4.

ETEETEE @
(w) BERIAREE

SN E RN MR - JEBEAR
A SEs T - BRIE(S A RTBEMEAR /)N - A
IRBEZRGRHAAIE - BERE - AR
{ZREA — (AR BUEAR R = IRAO T A A3
EREE - BRIFE AR/ - TR
WERAIAAE -

é'%"i! “‘“F

B om &% B
1>
\y

CRENEPSES:VES-2 90

G B ROk e N EARA R R AR il AT R RER - Bt
EEMEENGHAT RO RAENERSRA
R - $TEMBRFEANEER B EREEEXE
RABNRRO G REREREE T X °

W g8 R g A e AR

AEBESEEMG ARBETRRMELNA LKA
EFRE SR AN BB AT ZES KA

L o fini 35 AN G2 [ FAT R AR O S AR PR A BT R TR L 1
KR - AEERES T EELAT BRENC R
WA RIEER o FI8 B IEE KA E IR R AR
ERT R IREAE S - QIS ERIERT -
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Notes to the Financial Statements B 353k &R =t
For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

Turnover and Other Income

The amount of each significant category of turnover and other

6. EEERHEMKA

FR - BESEHEFICHERBHEFBREBEAN

income recognised during the year is as follows: ST :
2007 — 2Tt F 2006 —ZTTRF
$ T $ 7T
Turnover HER
Provision of smartcard systems, RRAVERERFAT - 58RI
RFID and information KB B RT
technology services
— Service revenue — PR s 16,203,823 22,505,247
— Income from maintenance — RERBIA
services 4,360,127 3,492,017
— Sales of service related — SHERBKHERER
products 3,167,393 2,045,432
23,731,343 28,042,696
Consultancy income EERMA 43,098,382 37,682,621
66,829,725 65,725,317
Other income H KA
Interest income FEWA 504,631 322,664
Gain on disposals of financial HERATEBFT AR
assets at fair value through B E RS
profit or loss 666 -
Dividend income from financial BRATFEESAER
assets at fair value through TRIEEMNREKA
profit or loss 240 282
Investment income from AHHESREENRERA
available-for-sale
financial assets 24,960 24,960
Compensation for secondment 8 THRIREHE
of staff 132,901 120,000
Sundry income EH A 216,995 134,238
880,393 602,144
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Notes to the Financial Statements BA##R&R i 5
For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #Z-ZZT+F=A=+—BItFE AETIIE)
7. Profit from Operations FE il
Profit from operations is arrived at after charging/(crediting): LEHFEMER GIA) -
2007 — B2 +F 2006 —EZTRF
$ T $ 7T
Allowance for doubtful debts RiIREE (BREETHRERNR)
(included in administrative
expenses) 353,733 -
Auditors’ remuneration (Gl 286,000 340,000
Cost of inventories sold BEEFERA 9,151,867 9,713,911
Depreciation e 338,528 476,397
Development costs I EE AR 873,570 284,460
Exchange loss/(gain) P& H &8, (A 28,678 (120,648)
(Gain)/loss on disposals HEBTEE S BB
of fixed assets (1,025) 3,331
Gain on disposals of financial HERATFEESAER
assets at fair value through TREEKR
profit or loss 666 -
Impairment loss on available- At EeREENRE
for-sale financial assets BB (BRETRERRA)
(included in administrative
expenses) 62,100 241,165
Net unrealised gain on financial BRAFEE ARG
assets at fair value through TRIEENARERF AR
profit or loss - (590)
Operating lease rentals MEMEER
of properties 1,635,049 1,044,479
Staff costs including directors’ PRESHE KRREFEE
emoluments and retirement HIE B8 TR
benefit scheme contributions 50,104,785 45,105,050
8. Finance Costs S22
2007 —Z2FLF 2006 —EZRF
$ T $ 7T
Interests on bank loans and BITRERELZ TS
overdrafts 1,267,938 1,002,733
Interests on other borrowings RAFAZEERNEA
wholly repayable within five years &% 5 172,253 243,131
1,440,191 1,245,864
o
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

9. Taxation 9. ™\

(a) The amount of taxation in the consolidated income (a) RAEWEmFRPTIERE ¢

statement represents:

2007 —FZ+F 2006 —ZEER

$ T $ T
Hong Kong profits tax BBENER 220,000 150,000
Overseas taxation THNLIE 466 =
220,466 150,000
Hong Kong profits tax is provided at 17.5% (2006: 17.5%) BB EREILRERBEFIA17.5% (=2
based on the assessable profit for the year. Taxes on profits TRF - 17.5%) 5HE o BN FERTL = A
assessable overseas are calculated at the rates of tax TIE - B RIRBIRITEN - 2R REOIE
prevailing in the respective jurisdictions in which the Group REEKERARNRITHETE ©
operates, based on existing legislation, interpretations and
practices in respect thereof.
No provision for income tax in the People’s Republic of China REBRFRERZE AR ([REL) AT
("PRC") has been made in the financial statements as the FARE)E A - BT RS A A B FEER A -

Group does not have any assessable profits for taxation
purposes in the PRC during the year.
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Notes to the Financial Statements Bf#&3R & fizE

BE_ZZELF=A=+—HILFE BTIIE)

0.

Taxation (continued)

(b)

The taxation on the Group’s profit before taxation differs
from the theoretical amount that would arise using the
applicable tax rate of the Group as follows:

BiE (&)

(b)

AREERRT DR N O BIAA BIRRAEE R
SRMERFTENERZRAOD

2007 =FZ2tF 2006 —EZRF

$ T $ 7T

Profit before taxation R 258 B A1) 1,177,892 743,760
Notional tax at the RIRE AT E R RZTIA (17.5%)

applicable tax rate

at 17.5% 206,131 130,158
Tax effect of temporary TR EFENNGTE

differences 1,940 23,704
Tax effect of income that ~ BERFWAMNTHIET L

is not taxable (34,364) (9,159)
Tax effect of expenses that “RA[ 3R E AN IS 2

are not deductible 32,424 58,112
Tax effect of unused tax REER R ARBATIEEE

losses not recognised S8 193,837 259,546
Tax effect of prior year's FREARIBEERN

tax losses utilised NG E (167,779) (354,310)
(Under)/over-provision FREETR)

for the year /TREB R (11,723) 41,949
Taxation charge HIBEH 220,466 150,000

Deferred tax assets are not recognised for temporary
differences and tax losses carried forward due to the
uncertainty of the related tax benefit being realised through
future taxable profits. The tax effect on temporary
differences and unrecognised tax losses was approximately
$7,947,000 (2006: $8,033,000) as at 31 March 2007.
Included in unrecognised tax losses are losses of $626,678,
$822,000 and $981,428 (2006: $299,548, $974,677,
$822,000 and $981,428 in 2006, 2008, 2009 and 2010
respectively) that will expire in 2008, 2009 and 2010
respectively according to the prevailing tax laws and
regulations in the country in which the Group operates.
Other losses may be carried forward indefinitely.

FRE 8 B 12 B FEER 0 ) B3R ) AR R T 7S
FZEW B TE - MO ph B R 258 SR A
HEBRNEEHIEEEEHER - RZTT
+tFE=A=+—8  EREERAERRE
BB IS 247,947,000 (ZZTZ R
4F : 8,033,0007T) ° IRIFANEEEE 1 E5&E
WBRBERRRE  AEREEBE
626,6787T * 822,0007T %981, 4287‘5%’\
RZTENF - ZETNFRZZT—TFK
1E (=== R4 © 299,5487T * 974,6777C *
822,000, % 981,4287T ° %JEA,Y TN
F ZTTN\F ZTENFR-TTF
k) ﬁﬁﬁﬁﬁ}éﬁaﬂlﬁm%%m o

62

ITE (Holdings) Limited ANNUAL REPORT 2006-2007 &3



Notes to the Financial Statements B 353k &R =t
For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

10. Directors’ Emoluments 10. EEM<E
Directors’ emoluments disclosed pursuant to the GEM Listing Rules RIRRIZMR ETR AR EECARDIZE16116KE
and Section 161 of the Hong Kong Companies Ordinance are as WESMEFBENT :
follows:
Salaries, Retirement
allowances benefit
and benefits scheme Total
Fees in kind contributions  emoluments
e
EEER BIRER
we BYFIE ST &It Mess
$ T $ T $ T $
2007 ZTTLF
Executive directors: HITES
Mr. Lau Hon Kwong, Vincent AEn kAt - 589,000 12,000 601,000
Mr. George Roger Manho BEEELE - 161,000 7,500 168,500
Mr. Cheng Kwok Hung BB - 587,000 12,000 599,000
Mr. Liu Hoi Wah 2BERE - 72,000 3,600 75,600
- 1,409,000 35,100 1,444,100
Independent non-executive directors: BUERITES
Dr. Lee Peng Fei, Allen FEREL 240,000 - - 240,000
Mr. Kam Hau Choi, Anthony REMELE 50,000 - - 50,000
Mr. Tang Siu, Henry Ak E 50,000 - - 50,000
340,000 - - 340,000
Total At 340,000 1,409,000 35,100 1,784,100
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars)

Notes to the Financial Statements Bf#&3R & fizE

BE_ZZELF=A=+—HILFE BTIIE)

10. Directors’ Emoluments (continued) 10. EEME (&
Salaries, Retirement
allowances benefit
and benefits scheme Total
Fees in kind contributions emoluments
e
b= Y4 RRAER
ok EY A= aTEIfHR e as
$ T $ T $ T $ T
2006 ZZTRE
Executive directors: HITES
Mr. Lau Hon Kwong, Vincent AER kA - 615,184 12,000 627,184
Mr. George Roger Manho BEHELE - 267,185 12,000 279,185
Mr. Cheng Kwok Hung HE S A - 615,184 12,000 627,184
Mr. Liu Hoi Wah 2BELE = 72,000 3,600 75,600
- 1,569,553 39,600 1,609,153
Independent non-executive directors: BUFNTES :
Dr. Lee Peng Fei, Allen FEREL 240,000 - - 240,000
Mr. Tsao Kwang Yung, Peter EEALE 43,333 - - 43,333
Mr. Kam Hau Choi, Anthony REMELE 50,000 - - 50,000
Mr. Tang Siu, Henry AL E 28,611 - - 28,611
361,944 - - 361,944
Total Bt 361,944 1,569,553 39,600 1,971,097

During the year, no emoluments were paid to the directors as an

inducement to join or upon joining the Group or as compensation

for loss of office.

There was no arrangement under which a director waived or agreed

to waive any emoluments during the year.

FR - AEEUEANEEINME  (ERRERSE
IOARSEE - SRR AT S B 10 22 B S BB A

{8 e

FAREEMERLEMA B RELREREEM

Mm% Bk o
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

11.

12.

Individuals with Highest Emoluments 11. BEHFAL
The five individuals with the highest emoluments in the Group for RACGREFALTH M (ZFZREF : MDA
the year included two (2006: two) directors, details of whose BEEHBMNCEEAF DD &eaHATH
emoluments are presented above. The aggregate of the emoluments BemzEnT
in respect of the remaining three (2006: three) highest paid
individuals are as follows:
2007 —FZFtF 2006 —ZTTRF
$ T $ T
Basic salaries, allowances & - R R H bR F
and other benefits 1,815,271 1,912,340
Retirement benefit scheme RREFIET B
contributions 36,000 36,000
1,851,271 1,948,340
The emoluments of the remaining three (2006: three) individuals = (ZETRE - S BSFALTHHMENTT
are within the following bands: 5| €3 [E
2007 —ZZtHF 2006 —ZTZTRF
Number of Number of
individuals individuals
ATHE ATEE
$Nil - $1,000,000 =T — 1,000,0007T 3 3
During the year, no emoluments were paid to the five highest paid FRN - AEEVERTNERFTATITHE
individuals as an inducement to join or upon joining the Group or REEREMAREER - SUERINAZSE B R 4%
as compensation for loss of office. EhsBERAE -
Profit for the Year Attributable to 12. AR TRRRFREGEF

Shareholders of the Company

The consolidated profit attributable to shareholders of the Company
includes a profit of $231,103 (2006: loss of $223,616) which has
been dealt with in the financial statements of the Company.

RARBRFAEIEFR RN BIE—ER%231,103
THPEM (ZTENF © B518223,6167T) - ZEFR
ERARRRIEB EIRR AR -
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Notes to the Financial Statements Bf#&3R & fizE

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #Z-ZZT+F=A=+—BItFE AETIIE)

13. Earnings Per Share 13. BRER
(a) Basic earnings per share (a) BRELRER
The calculation of basic earnings per share is based on the BRREARRA TR R EE @ F957,4267T
profit attributable to shareholders of $957,426 (2006: (ZZZRF 1 593,76070) R FRNE BT
$593,760) and the weighted average of 907,536,000 (2006: B ANAESE R ER907,536,0000% (Z /<
907,536,000) ordinary shares in issue during the year. £ : 907,536,0000%) @A ETE o
(b)  Diluted earnings per share (by ERBSEF
No diluted earnings per share is presented for the year as AN RN B Al B E T AR - EE
there were no dilutive potential ordinary shares in existence ZELE=A=1T—HARZZETRF=A=
during the years ended 31 March 2007 and 2006. TR E 25| R ERT]
14. Segment Reporting 14. ZEBE|E
Segment information is presented in respect of the Group’s business REBEREBERSLUIFH L5 D IER - XEEH
and geographical segments. Business segment information is chosen BEAZEBDHNDMEATERERA - BAE
as the primary reporting format because this is more relevant to the FEBRAEE R AT E -
Group's internal financial reporting.
(a)  Business segments (@) HEBoEB
The Group comprises the following main business segments: REENFEEBH DA
Smartcard systems, . The provision of smartcard BRERFEL - FHE : REEERNES
RFID and information systems, RFID and Bohl & B R EIpE Bl DS E=
technology services information technology A% RHZ RS
services
Consultancy services : The provision of information AR AR TS IR AR AR
technology consultancy AR 7%
services
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

14. Segment Reporting (continued) 14. oEEmE (8
(a) Business segments (continued) (a) FEBoHE (&
|
Smartcard systems,
RFID and information Consultancy
technology services services Consolidated
BRFAR  SHERR
RERBHR TR &8
2007 2006 2007 2006 2007 2006
ZEEtE Z2ENF ZERLE ZEENF ZEEtE ZEENF
$ T $ 7 ST $ 7 $ T $ 7
(restated)
(BHR3)
TURNOVER R
Sales to external IREPHHE
customers 23,731,343 28,042,696 43,098,382 37,682,621 66,829,725 65,725,317
RESULTS ES |
Segment results PEEE (3,411,210 (279,589) 5,150,804 4,897,867 1,739,594 4,618,278
Unallocated corporate RFARATKE
revenue 880,393 602,144
Unallocated corporate AT AERAER
expenses (1,827,754) (3,230,798)
Profit from operations TEEF 792,233 1,989,624
Finance costs BERK (1,440,191) (1,245,864)
Gain on disposals of HEMELE B
available-for-sale eRAEkE
financial assets 1,825,850 -
Profit before taxation BRATEA 1,177,892 743,760 ‘
Taxation A (220,466) (150,000)
Profit for the year Frafl 957,426 593,760
ASSETS BE
Segment assets PHEE 19,683,252 19,306,001 12,660,371 11,961,412 32,343,623 31,267,413
Unallocated corporate assets A F2EAAEE 378,514 567,547
Consolidated total assets ~ FABEE 32,722,137 31,834,960 J
LIABILITIES B
Segment liabilities AHAE 7,210,158 4,976,387 6,097,716 5,823,364 13,307,874 10,799,751
Unallocated corporate FFAELRAR
liabilities 10,268,645 13,008,649
Consolidated total liabilities &A#B&E 23,576,519 23,808,400
OTHER INFORMATION HibER
Capital expenditure ERHR 765,698 179,091 6,300 2,081 771,998 181,172
Depreciation e 291,520 356,396 47,008 120,001 338,528 476,397
Impairment loss HEEBR 62,100 241,165 - - 62,100 241,165
Non-cash expenses other ~ EAFEEHET
than depreciation and (& R B
impairment loss BRIN - - 353,373 - 353,733 =
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Notes to the Financial Statements Bf#&3R & fizE

BE_ZZELF=A=+—HILFE BTIIE)

14. Segment Reporting (continued)

(b)  Geographical segments

The Group participates principally in Hong Kong, the PRC

and Macau.

In presenting information on the basis of geographical

segment, segment revenue is based on the geographical

location of customers. Segment assets and capital

expenditure are based on the geographical location of the

assets.

Revenue from externa
Customers

Segment assets
Capital expenditure

incurred during
the year

HREPRE

AHAE

ERELH
AARX

Hong Kong
B2

2007 2006
I2RtE CEEE

$7 §TC
56,839,643 51,980,035
30395158 29,297,026
766,696 168,004

Macau

2007
SERLF
ST

6,288,607
101,863

2006
ZEE5E
§T

12,879,117
105,031

14. o

(b)

B®E (8

AR i i 3 IB

AEBET2ERE  PREALRPILERE

7 o

QS 25 ERES - D ERATRE
PREMEED - DB EREARFX TR
BEMEHEESD -

The PRC

il

2007
SERtF

$7

550,301
2,225,116

5,302

2006
S

T

705,482
2,432,903

13,168

Other locations

Afesh
2007 2006 2007
SERtE  ITE CERtE
$T § 1 $7
3,151,174 160683 66,829,725
- - M
- - 771,998

Consolidated

2006
s

§7

65,725,317
31,834,960

181,172
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15. Fixed Assets 15. BEEEE
The Group rEE
Computer
Leasehold Furniture and other
improvements  and fixtures equipment Total
)53
HENEEE BRREE HinkfE &%
$TT $TT ST ST

Cost R
At 1 April 2005 R-ZEZRFMA—A 380,126 470,773 3,484,677 4,335,576
Additions NE - 605 180,567 181,172
Disposals/Written off e /M - (2,387) (438,022) (440,409)
Exchange differences fE =50 - 968 3,094 4,062
At 31 March 2006 and RZZBZERE=A=+—H

1 April 2006 k=ZZEE FMA—H 380,126 469,959 3,230,316 4,080,401
Additions NE 539,133 16,200 216,665 771,998
Disposals/Written off HE /e (380,126) (38,254) (582,555) (1,000,935)
Exchange differences ER =T - 1,044 3,655 4,699
At 31 March 2007 R-FZ+F=A=1+—H 539,133 448,949 2,868,081 3,856,163
Accumulated depreciation Rt E
At 1 April 2005 RZZETRFNA—AH 178,883 419,250 3,075,007 3,673,140
Charge for the year FRFE 134,162 32,312 309,923 476,397
Eliminated upon disposal/ BRI

Written off - (2,387) (431,091) (433,478)
Exchange differences EHES - 790 2,429 3,219
At 31 March 2006 and RZZZRE=A=+—H

1 April 2006 R-_ZEE FNA—H 313,045 449,965 2,956,268 3,719,278
Charge for the year FRITE 147,649 18,072 172,807 338,528
Eliminated upon disposal/ BB

Written off (380,126) (38,136) (580,498) (998,760)
Exchange differences fE =5 - 988 3,140 4,128
At 31 March 2007 R-FZ+F=A=1+—H 80,568 430,889 2,551,717 3,063,174
Carrying amount IREE
At 31 March 2007 R-FZ+F=A=1+—H 458,565 18,060 316,364 792,989
At 31 March 2006 RZFEERF=A=1+—H 67,081 19,994 274,048 361,123
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #Z-ZZT+F=A=+—BItFE AETIIE)

16. Goodwill 16. B2
The Group
TEE
ST

Cost 2%
At 1 April 2006 and RZZBEZRFNA—AR

31 March 2007 R-EZE+F=A=1+—H 9,507,923
Accumulated amortisation RIEHEH
At 31 March 2006 and R-ZETRE=A=+—H8FK

31 March 2007 R=FZ+F=F=+—H 3,169,307
Impairment loss AEE R
At 31 March 2006 and R-EERF=ZA=1+—HK

31 March 2007 R-EZE+F=A=1+—H 6,338,616
Carrying amount R E B
At 31 March 2007 R-ZTE+FE=A=+—H -
At 31 March 2006 R-EEXFE=ZA=1+—H -

17. Investments in Subsidiaries 17. RMIBARINKRE
The Company
PN
2007 —EF+tF 2006 —ZEFNF
$ T $ T

Unlisted shares, at cost Ik LT ARD (GRACA) 4,000,000 4,000,000

70 ITE (Holdings) Limited ANNUAL REPORT 2006-2007 &3



Notes to the Financial Statements Bf#§3R & iz

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

17. Investments in Subsidiaries (continued)

Details of the subsidiaries at 31 March 2007 are as follows:

Place of Percentage

incorporation/ of equity

registration and attributable to

17.

REBARNRE (&)

RZZEZEF=ZA=+—H  HERARNFHBEL
T

Issued and
paid up
share capital/

registered capital Principal activities

ERTRAZEER
BER ZEMES FTEEK
US$20,000 Investment holding
20,000%7T  WEAER
$3,418,336 Provision of smartcard

3,418,3367T

Name operation the Company
=1 AR 37 B AR it B ENGIDR Y
Direct Indirect
Hi fE
ITE (BVI) Limited BVI 100% -
REBEXHS
ITE Smartcard Hong Kong - 100%
Solutions Limited e
BEZGERAR
ITE Engineering Hong Kong - 100%
Limited BB
ITE Investment Hong Kong - 100%
Limited BB
RF Tech Limited Hong Kong - 100%
i
Rainbow Spirit Hong Kong - 100%
Limited BB
BYEBRRAT
Quesco Information Hong Kong = 100%
Services Limited HE

RREMRBAERAR

systems and related
services and sales of
smartcard related products
R B8R R BB BR TS
AR HEE e RIBAEmD

$2 Dormant

27T T
$2 Investment holding
27T REZER

$2 Manufacture and research

27T of smartcard system
related products

FERAREERES

BRI

$2 Dormant

27t EEEE

$2 Dormant

27t HEEXR
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17. Investments in Subsidiaries (continued)

REBARNERE (8

Place of Percentage Issued and
incorporation/ of equity paid up
registration and attributable to share capital/
Name operation the Company registered capital Principal activities
ERTRAREER
=18 B 37 B AR & 1t B AR PrAb R BRAE EMES FEXH
Direct Indirect
=E;:3 CiEE3
ITE (China) Limited PRC - 100% US$700,000 Provision of smartcard
(note (a)) i 700,000 7T systems and
BB KEERLS related services
BIRAR (5 @) R RE T~ R4 AR AR
Global Confidence BVI - 100% Uss$10 Investment holding
Limited RERIHS 103%7T TEERK
Capital Ledger BVI - 100% Us$s54 Investment holding
Limited RERIHS 5437 TEERK
Quesco Holdings Hong Kong - 100% $5,000,000 Investment holding
Limited B 5,000,0007T KREER
R EZERER AR
Quesco Systems Hong Kong - 100% $6,500,000 Provision of information
Limited 5 6,500,0007T technology consultancy
BRI RGERARAR services
R E AR R R AR
TR GRE) PRC = 100% $600,000 In liquidation
BRAF H 600,0007T  JEAEH
ITE (Macau) Limited Macau - 100% MOP25,000 Provision of smartcard
BIERH CRFT) JELPY 25,0008 70 systems and related
ARAA services and sales
of smartcard
related products
R e R RS KA RS
ARSHE S e RIEFAES
Note: BtsE
(a) ITE (China) Limited is a wholly foreign owned enterprise with an operating (a) BN EERGERAR A —REIEDRE

period of 20 years expiring on 26 June 2021.

LEHAE—+F RZZE=Z—FA=Z+~HE
e
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18. Available-for-sale Financial Assets 18. AMtHESREE
The Group
REE
2007 —EZtF 2006 —ZTTRF
$ T $ 7T
Unlisted investment, at cost I EIREEF (RAA) - 2,912,621
Less: Impairment loss W B E - (838,592)
- 2,074,029
Guaranteed fund, at fair value REES BRAFEE 1,487,900 1,453,864
1,487,900 3,527,893
The fair value of the unlisted investment cannot be measured reliably HAREETMREBFWMERTSEE - BUREE
as there is no active market for trading of the investment at arm’s STEATHEE - EEMREBFEGBARE -
length. The unlisted investment is denominated in Renminbi.
The fair value of the guaranteed fund is based on the quoted market REESHS|IATISEERANTEMB - MEAHNUE
price. It will mature on 24 December 2008 and is denominated in TIMEX R —BENF+ A +MBfER - RZ
United States dollars. At 31 March 2007, the guaranteed fund was ZELF=A=1+—H  RIESER TR
pledged as security for banking facilities granted to the Group (note R —RRTEE (H5E29(d) -
29(d)).
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19. Financial Assets at Fair Value through 19. RAFEEFAAERTREE
Profit or Loss
The Group &&@E
2007 — 2Tt F 2006 — T RF
$T $ T
Equity securities listed in BB LTRAES (RATEE)
Hong Kong, at fair value 12,160 22,260
The fair value of these securities are based on quoted market prices. BHE S| ATSERRATEE-
20. Inventories 20. ®BE
The Group &&£H
2007 —EE L& 2006 —ZTZ N4
$ T $ T
Raw materials R 1,085,837 1,057,812
Work in progress R 48,639 69,555
Finished goods BURY R 790,708 804,829
1,925,184 1,932,196
21. Trade and Other Receivables 21. EBREZ K HEAMERIRRK
The Group &5%E The Company A2 7]
2007 —ZZZF 2006 —TTRF 2007 —EFLF 2006 —TTNF
ST $ T $ T $ T
Trade receivables, net (note (a)) EWE SRR CFE) (k@) 5,217,457 4,747,860 - =
Other receivables (note (b)) H R UIR 3R (HT (b)) 202,166 415,307 140,288 160,158
Gross amount due from MR FERREAL
customers for service TRFEEE (HF23)
contract work (note 23) 3,636,335 4,394,629 - -
Retention money receivables EWIRE € 242,546 267,364 - =
Amounts due from subsidiaries JE M B B ) 208 (TR ()
(note (c)) - - 4,023,505 3,904,705
9,298,504 9,825,160 4,163,793 4,064,863
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

21. Trade and Other Receivables (continued) 21. EBWEZRHEMEWRER (&)

(a) The Group has a policy of allowing its trade customers a (a) REBHBRAT L TRESEP—MNT
credit period, normally between 30 to 60 days, or terms in 30HE60EMEER - IRBHESRLN
accordance with contracts. An aged analysis, based on the R - IRBEZEEEFEHIRKRATAT ¢
invoice date, is as follows:

The Group &&£H
2007 =2 tF 2006 —ZTR4F
$ T $ 7T
Within 1 month —fEARA 3,760,916 3,190,638
1 month to 3 months —==f@A 1,290,056 1,022,418
More than 3 months but R ={AFEBLHR—F
less than 1 year 166,485 490,324
More than 1 year but A —FEDRRE
less than 2 years - 37,140
More than 2 years HBENF - 7,340
5,217,457 4,747,860

(b) Included in other receivables of the Group was an amount (b) RZTTRF= A =1+— BrEAERIRR
of $331,772 advanced to an ex-director of a subsidiary as o BAE331,722 X T KB AR
at 31 March 2006. The amount was unsecured, bearing ATESE - LRIAAEER  REFXI10EE
interest ranging from 10% to 12% per annum and was 12BFTE R E RIARERER  LRIER
fully impaired in the year ended 31 March 2007. “EELF=A=+—HFEEREEE -

(0) The amounts due from subsidiaries are unsecured, interest (© FEUH B A BIFRIEY AR - 2 B RAME
free and repayable on demand. EREE -

22. Trade and Other Payables 22. BENEZRHEMESER

The Group A58 The Company A2 7]
2007 —ET+tF 2006 —TTF 2007 —ZEEtF 2006 —TZX

$ T $ T $ T $ T
Trade and bills payables (note (a)) e ES: U CEC) 3,467,102 2,296,859 - =
Accrued charges and other payables JEEHE A R E AR IR R 9,173,872 8,033,715 678,474 811,857
Other borrowings (note (b)) Hibfa & (Pt (b)) 648,716 974,849 - =

Gross amount due to customers for EREPHREEL

service contract work (note 23) TRFIBEE (E23) 343,661 611,206 - -
Deferred maintenance income BERERA 999,364 735,215 - -
Retention money payables EARESE 14,400 14,400 - -
14,647,115 12,666,244 678,474 811,857

N\ R X e NG LR L B BN

Gt
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22. Trade and Other Payables (continued) 22. BNEZREMEMSRR (&)
(a) An aged analysis of the trade and bills payables as at the (a) REZABEENE SRR REEIRE D
balance sheet date, based on invoice date, is as follows : R -
The Group &&@E
2007 —ZEZEtF 2006 —ZZRF
$ T $ 7T
Within 1 month —@AA 2,701,103 468,388
1 month to 3 months —Z==fE@A 600,696 928,151
More than 3 months Bm={EAEIR—F
but less than 1 year 49,650 832,159
More than 1 year R —FEDRRE
but less than 2 years 70,773 7,921
More than 2 years BB 44,880 60,240
3,467,102 2,296,859
(b) Other borrowings are unsecured and bear interest ranging (b) HibBEH AEER  RFERX10EZ12
from 10% to 12% per annum and repayable on demand. B EFE R EEERER -
23. Service Contracts in Progress 23. ETHHRBEED
The Group &5 @
2007 —Z2FLF 2006 —EZRF
$ T $ T
Cost incurred plus attributable BRI &R A
profit less foreseeable losses AJTE R M EE 14,318,621 16,876,888
Less: Progress billings B RN RS (11,025,947) (13,093,465)
3,292,674 3,783,423
Gross amount due from W E P HBRIS & £ T2
customers for service FIELREE (M1EE21)
contract work (note 21) 3,636,335 4,394,629
Gross amount due to EREFPHREE L T
customers for service FIELREE (M15E22)
contract work (note 22) (343,661) (611,206)
3,292,674 3,783,423
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24.

25.

26.

Short Term Borrowings

24. FEHIEE

The Group =58
2007 —ZZtHF 2006 —ZTTRF
$ T $ T
Secured bank loans (note 29) BERRTEE (T:29) 6,149,689 5,397,009
Secured bank overdrafts (note 29) AEIHIRITE S (FF5£29) 2,779,715 5,737,070
8,929,404 11,134,079
The Group’s bank loans and bank overdrafts bear interest ranging HE_TT+HF=A=1T—HIFE  FEEENE
from approximately 7.75% to 8.5% (2006: 5.25% to 8.5%) per TEERRITEIIRFERELN7. 75EE85E (=
annum for the year ended 31 March 2007. TERF : 5.25EE85E)TEFE -
Share Capital 25. BX
The Company &2 7]
Number of shares Amount
RHEE &8
$ T
Authorised: EERA
Ordinary shares of $0.01 each FREEO.01 T /YA 2,000,000,000 20,000,000
Issued and fully paid: B BT REER -
At 1 April 2005, 31 March 2006 ~ R=TZTRFMA—H *
and 31 March 2007 —EERF=A=+—HK
—EEHF=A=1+—H 907,536,000 9,075,360

Share Option Schemes

The Company adopted a pre-IPO share option scheme (the “Pre-
IPO Scheme”) and a post-IPO share option scheme (the “Post-
IPO Scheme”) on 12 February 2001. In addition, the Company
adopted a 2002 share option scheme (the “2002 Scheme”) on
8 August 2002, and the Pre-IPO Scheme and the Post-IPO
Scheme were simultaneously terminated. Upon termination of
the Pre-IPO Scheme and the Post-IPO Scheme, no further options
may be offered thereunder. However, in respect of the
outstanding options, the provisions of the Pre-IPO Scheme and
the Post-IPO Scheme shall remain in force. The outstanding
options granted under the Pre-IPO Scheme and the Post-IPO
Scheme shall continue to be subject to the provisions of the
Pre-IPO Scheme and the Post-IPO Scheme, respectively, and the
provisions of Chapter 23 of the GEM Listing Rules and the
adoption of the 2002 Scheme will not in any event affect the
terms in respect of such outstanding options.

26. HEERESTE

ARFR -ET—F - A+ - BRA—IA LA
fERrERT 8 ([ EMATRT 1)) h—1R LR R g AE
& ([ LB - RZZZ-FNANE K
REARA_FT_FBEREFE (TR _F5t
2]) MR AL EATE 8l EHRETE] o F BT
A1 R ETRAH B IER - TEBRBUFER
2EAIBRBAE < MR ARITEROBRE - RIS
FEALAE LR - LRI K ETIRET M RITHEAY
BRI R RE D R RZ IR BT - AR BT
RAFE - T=F R -_ZTZT - FHEABIET B
RITIE B AR R AEAAT 5K -

\

Eﬁ-"’
i

TRt

-]

o o L W,

s
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-
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26. Share Option Schemes (continued) 26. BRESTE (B
(@)  Pre-IPO Scheme and Post-IPO Scheme (@) LHAETEIR EHmERE
As mentioned above, the Pre-IPO Scheme and the Post-IPO AERK - EiAlEtE R EmEs R
Scheme were terminated on 8 August 2002 and no further ZZFNRNBLIE - HETERU BT
options may be offered thereunder. Details of the HEARAE - PR R AR TR A BB AR RO RFIB A0
outstanding share options of these schemes during the year N

are as follows:

. Market
Number o shre options Period Price per  value per
RERRA during sharetobe  shareat
Outstanding ~ Granted  Exercised Lapsed Outstanding which paidon  date of
Name or at 1 April during  duringthe  duringthe at31March  Date options exerciseof  grant of
category of 206  theyear year year 207 granted exercisable options  options
participant RZZ3LE TRERE RUBKRE
BERERS RZBEXF RER RER RER ZA=t-A e Axfifi EERAN
FEH MA-AEFTE il fife X4 HAGE  RREH 2] sHREK RETE
Pre-IPO Scheme
LAzt
Lau Hon Kwong, Vincent/ 6,109,440 - - - 6,109,440 12 February 2001 21 August 2001 to $0.095 N/A
Director 11 February 2011
Bzt g3 “TR-FCATIA ZEE-FMACT-A 00T EA
EE——4CAt-H
George Roger Manho/ 4,000,000 = = - 4,000,000 12 February 2001 21 August 2001 to $0.09 N/A
Director 11 February 2011
Bt/ 2 ZF3-5CATZR 0 ZEE-ENAZT-A 00 TER
E2——4-At-A
Cheng Kwok Hung/Director 4,000,000 = = - 4,000,000 12 February 2001 21 August 2001 to $0.09 N/A
11 February 2011
JEn/£% “3R-ECfTCA ZER-ENACT-B 00 TER
E3——4-At-A
Liu Hoi Wah/Director 19,112,640 - - - 19,112,640 12 February 2001 21 August 2001 to $0.095 N/A
11 February 2011
52/23 “3R-ECfTZA ZER-ENACT-B 00 TER
F2F——FA+-H
Lee Peng Fei, Allen/Director 1,760,000 - - - 1,760,000 12 February 2001 21 August 2001 to §0.095 N/A
11 February 2011
2BR/ &2 “EE-5CAtCA CEE-ENACT-R 0% FER
E3——4-f1-A
Employees 35,157,920 - - - 35,157,920 12 February 2001 21 August 200110 $0.095 NA
11 February 2011
€8 ZRR-E-ATZR ZEE-ENACT-B 00%m TNER
E3——4-f1-A
70,140,000 - - - 70,140,000
Post-IPO Scheme
L
Employees 28 December 2001 1 July 2004 to §0.195 90195
31 December 2011
& 2Rk ZEIMELA-AZE 01%T 01957
TZAZTAR )
2,000,000 - - 2,000,000 -
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26. Share Option Schemes (continued)

(b)

2002 Scheme

The Company operates the 2002 Scheme for the purpose
of providing incentives and rewards to eligible participants
who contribute to the success of the Group’s operations.
Eligible participants of the 2002 Scheme include the
Company’s directors, including independent non-executive
directors, other employees of the Group, suppliers of goods
or services to the Group, customers of the Group, advisers
and consultants, etc. The 2002 Scheme became effective
on 8 August 2002 and, unless otherwise cancelled or
amended, will remain in force for 10 years from that date.

The maximum number of shares which may be issued upon
exercise of all outstanding options granted and yet to be
exercised under the 2002 Scheme and any other share option
schemes of the Company shall not exceed 30% of the total
number of shares of the Company in issue. The maximum
number of shares issuable under share options to each
eligible participant in the 2002 Scheme and any other share
option schemes of the Company within any 12-month
period, is limited to 1% of the shares of the Company in
issue at any time. Any further grant of share options in excess
of this limit is subject to shareholders’ approval in a general
meeting.

Share options granted to director, chief executives or
substantial shareholders of the Company, or to any of their
associates, are subject to approval in advance by the
independent non-executive directors. In addition, any share
options granted to a substantial shareholder or an
independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of
the Company in issue at any time or with an aggregate value
(based on the price of the Company’s shares at the date of
the grant) in excess of $5 million, within any 12-month
period, are subject to shareholders’ approval in advance in
a general meeting.

26. BRESE (&)
(b) —TB-FiE

ARRBIT-_FT_F5t8 §ERYEAE
BB A BRI S A AR ERMHER X
RE - —TT_FHEAAREREATE
= HPEREVIFNTES AEEEM
BE - EmRRGHER TP BHEE -
R FFHERNCEEFNANRRE
B BARBUERE BN - ERER E B s
TERBR -

FRITEERAA M ARTTEEAI B X H B A s AN S
TENARR - Fat 8| R EMmERE
sHEIEBEE - RETARMNEE TRES
RAIID B THEEEN30% ° PMEA+ =& A
N ARF - ET FAE RMEMEBE
it )8 S A B 8 AT 3 A9 B D 2R
B HEa LRAAREREEITRMHN
1% ° (BRIt ERMOBEERL - AR
BERK & EIRALE ©

REER - THER - RRIRBERKEERK
R HIERGE - ARECBYIFITESR
o PESh - EMARARIRE - AEEILIEH
FTE E A HARAIN PR AR - T
A+ EABAZRABRDE0.1%HE
BERREE A RRRGERAE) 500
BET - ARBERAG QBRI -
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BE_ZZELF=A=+—HILFE BTIIE)

26. Share Option Schemes (continued)

(b)

2002 Scheme (continued)

The offer of a grant of share options may be accepted within
21 days from the date of the offer upon payment of a
nominal consideration of $1 in total by the grantee. The
exercise period of the share options granted is determinable
by the directors, and commences after a certain vesting
period and ends on a date which is not later than 10 years
from the date of the offer of the share options or the expiry
date of the 2002 Scheme, if earlier.

The exercise price of the share option is determinable by
the directors, but may not be less than the higher of (i) the
closing price of the Company’s shares on the date of the
offer of the share options; (ii) the average closing price of
the Company’s shares for the five trading days immediately
preceding the date of the offer; and (iii) the nominal value
of the share.

Details of the outstanding share options of the 2002 Scheme
during the year are as follows:

Number of share options

FREHE

26.

Outstanding
Name or at 1 April
category of 2006
participant
BERENE RZBERE RER RER RER
i BA-AEA{THE Rt e b4

Granted  Exercised Lapsed
during  duringthe  during the
the year year year

Employees 3,500,000 - -

&

An employee 6,400,000 - -

[#&

Outstanding
at31 March
2007
RZBBLE
Zh=1-8
MATE

3,500,000

6,400,000

BRETE (8

9,900,000 = = =

9,900,000

At 31 March 2007, the number of shares outstanding and
issuable under the Pre-IPO Scheme, the Post-IPO scheme
and the 2002 Scheme were 70,140,000, Nil and 9,900,000,
respectively.

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

(b) Z=EEB-FFHEE
IR T EB AR B AT R MR H BB AR — +
— R NEH—THRENEBEXBK
o REBRENITERERAESETE - 1
A — RIS - WHNMRER H A
EABTFAZE  IBREE  RZTZZ
FEEIRE R T4 -
BRENITREERHEEET @ HETS
ERTHEEE « () ArBRDIEEARER
EH E’\Jﬂﬂlﬁfﬁ (D A ARG ERHE L B
BRI R A2 5 B &yFH U E & i) iR
[EfE e
RERBARITEE - TZT _F 2R HERE
RSB ¢
Market
Period Price per  value per
during sharetobe  shareat
which paidon date of
Date options exercseof  grantof
granted exercisable options  options
fikERE RLBERE
BhE AXRN  KERK
RUAH 8 SRER RETE
9 August 2002 9 August 2003 to $0.175 $0.175
8 August 2012
ZBR2ENAAR ZERZEN\ANR 0I75% 01757
E2E-2EN\ANA
9 August 2002 9 February 2003 to $0.175 $0.175
8 August 2012
ZRR2EN\AAR “ER=E-ANR 0I75% 01757

ECR-ZENANA

PRI =TT Fat SR HITHRM B

RZZZE=A=1+—HR  tmals8 - £
it
B % 5/70,140,000 - % 29,900,000 °

BRI R TH5 8 AUERE S K
FIREHRER o

TRBERA
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27. Reserves

(@)

(b)

(0)

27. &
The Company (@) AQFH
i
Share Accumulated
premium losses Total
B 4RE ZEBER ast
Note (b)
MH5E (b)
$ 7T $ 7T $ 7T
Balance at 1 April 2005 RZZEZTRF 22,816,249 (24,412,590) (1,596,341)
M A— B4
Loss for the year FANEBE - (223,616) (223,616)
Balance at 31 March 2006 RZZTEREF 22,816,249 (24,636,206) (1,819,957)
ZA=+—H#&#%

Profit for the year F N A

= 231,103 231,103

The application of the share premium account is governed
by the Company’s articles of association and the Companies
Law of the Cayman Islands, which provides that the share

(b) BinaBIRMNERRXARRMAMER
AR ARFERERRVEMRE © %
FERER D BERTBIERRRS

Balance at 31 March 2007 R-ZEZT+t4F 22,816,249 (24,405,103) (1,588,854)
=A=t+—B&H E

premium account may be applied in making distributions
or paying dividends to members, provided that immediately
following the date on which distribution or dividend is
proposed to be paid, the Company will be able to pay its
debts as they fall due in the ordinary course of business.

The Group’s merger reserve represents the difference
between the aggregate of the nominal value of the share
capital of the subsidiaries acquired pursuant to the group
reorganisation completed on 18 November 2000 over the
nominal value of the share capital of the Company issued
in exchange therefor.

IR ARG R, - HEFE BB S 1
DRI S B AR - RABNARESNE
AREGBREPNEMEAE - ¥

(© AEENEHREBEN _STTF+—
B+ N\BAREESEAER - EBANKRNL i

E{ERH BRI ETARMEE
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #Z-ZZT+F=A=+—BItFE AETIIE)

28. Retirement Benefit Schemes 28. RIREFIGTE
The Group participates in a Mandatory Provident Fund (“MPF") AEERAEBREEMBE —EHRFIMEQAES
scheme operated by an approved MPF trustee for its staff in Hong ([&fER]) 5TEl - Zet8ll— G ENRES R
Kong. All eligible staff and the Group make mandatory contributions T%)\%Eﬁ c TR ERE TAKESREREHIE
in compliance with the requirements of the Mandatory Provident TR E T EEBI A7 7E o8 HIl 5K -
Fund Schemes Ordinance.
The subsidiaries operating in the PRC are required to participate in RARHENHEAREEHMBENEEERERE
defined contribution retirement schemes, organised by relevant g B 2 TIRERNEFREE - B AFIRBRE
government authorities for the staff in the PRC. The subsidiaries BRRIGTEIREN AR AME SRR T EELERE
are required to make contributions to the retirement schemes at HIfER ©
certain rates of the basic salary of their employees in the PRC.
The Group’s retirement benefit scheme contributions charged to REBERAFESF AR EROBRRBGEIHRA
the income statement for the year were $1,893,195 (2006: 1,893,1957T (ZZ T /5 : 1,633,8687T) °
$1,633,868).
29. Banking Facilities 29. HBITME
At 31 March 2007 the Group had general banking facilities granted REZTTLF=A=1+—0  AEEERITELH
by banks to the extent of approximately $22 million (2006: $19 —RRERTTREE H£4922,000,000C (ZTZNF :
million). The facilities were secured by the following: 19,000,0007T) ° BEEREIFLAT
(a) corporate guarantees executed by the Company; (a) RATBEER
(b) personal guarantees executed by three directors of the (b) RAR=BEZOEARER
Company;
(0) the Group’s bank deposits of $15,806,889 (2006: (0) AEEE A%15,806,889L (=F T¢ :
$15,323,997); and 15,323,997 T) MR1TE HifF K
(d) the Group’s available-for-sale financial assets of $1,487,900 (d) REEAH,487,900 LAl E S B E
(2006: $1,453,864) (note 18). BE(ZZT TR+ 1,453,8647T) (H5E18) ©
82 ITE (Holdings) Limited ANNUAL REPORT 2006-2007 %}



Notes to the Financial Statements Bf#§3R & iz

For the year ended 31 March 2007 (Expressed in Hong Kong dollars) #ZE-ZZT+F=A=+—BILtFE UETIIE)

30.

31.

32.

33.

Lease Commitments 30. FHEEE
At 31 March 2007, the Group’s total future minimum lease payments REZTTLF=A=+—H0 AEEREEEYE
under non-cancellable operating leases in respect of properties are BRI B SR E M AR BT RERER
payable as follows: HMT :
2007 —ZZtHF 2006 —ZTTRF
$ T $ 7T
Within one year —FRA 1,694,894 711,938
After one year but within five years —FEAFA 2,102,114 169,351
3,797,008 881,289
Contingent Liabilities 31. WAEE
At 31 March 2007, the Company has undertaken to guarantee REZZZLEF=ZA=1+—RH  ARAHREET™
certain banking facilities granted to two wholly-owned subsidiaries ME2EMBARNE FTRITMEMEMHRL
to the extent of approximately $22 million (2006: $19 million). The 22,000,0007T (ZFZ754F : 19,000,0007T) K
directors of the Company considered that the fair value of the R - NARESR R4 THEME QR
financial guarantee given to the two subsidiaries is insignificant. RODFEBELTERK °
Related Party Transactions 32. BEALRE
Three directors of the Company have provided personal guarantees AATK =M ZEER AL E TRITREE M2
to the extent of approximately $32 million (2006: $31 million) to ##932,000,0007T (ZZZ /X4 : 31,000,000
the Group in relation to general banking facilities granted to the 7T) VB AR -
Group.
Financial Risk Management 33. HMKEEER

The Group's activities expose it to a variety of financial risks: foreign
currency risk, credit risk, liquidity risk and interest rate risk. The
Group's overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise potential
adverse effects on the Group’s financial performance.

REBERELS R ZRM RS - SNERR - 5
ERk - RBESEREANERR - AEEEE
BRRERAESHEE SRS EATRR AR
B WSREEREHAEEMFERROEED
FFE -
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For the year ended 31 March 2007 (Expressed in Hong Kong dollars)

Notes to the Financial Statements Bf#&3R & fizE

BE_ZZELF=A=+—HILFE BTIIE)

33. Financial Risk Management (continued) 33. HBEKEERE (&)

(a) Foreign exchange risk (a) SN [ ez
The Group has minimal exposure to foreign currency risk as HARAEBAOEBKR S - BERBES
most of its business transactions, assets and liabilities are FEUET ETRARKINE - EAZ
principally denominated in Hong Kong dollars, United States BSNERBE TN - REBMNEBERESR S
dollars and Renminbi (“RMB"). The Group currently does ESNERE R () HARE BB BEE A
not have a foreign currency hedging policy in respect of BN EITINERREIR - ANEE A
foreign currency debt. The Group will monitor its foreign BEREANEA S - WHAE 7B ERFIASMNE R Hf
currency exposure closely and will consider hedging B RERINER P o
significant foreign currency exposure should the need arise.
Included in the bank and cash balances of the Group is an RZEZEF=A=+—0 ' AEEAHK
amount of $1,718,585 (2006 : $8,101) as at 31 March 2007 1,718,5857C (ZZFZ /54 ¢ 8,10170) AVERTT
denominated in RMB. Conversion of RMB into foreign RIREEBRUARKETIE - AREHZAHN
currencies is subject to PRC Foreign Exchange Control Ty 2 AR BISNE B IR 160 R A RE - B HE R A
Regulations and Administration of Settlement, Sale and MEE IR ERIAIR ©
Payment of Foreign Exchange Regulations.

(b)  Credit risk (by f=ERRE
At 31 March 2007, the Group had a certain concentration REZZZHF=A=1+—H AEEHFRE
of credit risk as 27% (2006 : 20%) of the total trade and SHEERR - HAREESZAZFEREK
other receivables was due from the Group’s largest customer. B 5 REMBURIRREE27% (ZTTR
It has policies in place to ensure that sales are made to F:20%) @ MASEBERRRRAGEEL
customers with an appropriate credit history. SRR PIELEE -
The carrying amount of the trade and other receivables ARG EERBERNERE S REMER
included in the consolidated balance sheet represents the IRRAIREEREASER SR EEFMEE
Group’s maximum exposure to credit risk in relation to the HESEERR o
Group's financial assets.
The credit risk on other financial instruments is limited FEEMFBTIAEERBRSE - BREHH
because the counterparties are banks with high credit-ratings REA BB EENRNRTT - REENEE
assigned by international credit-rating agencies. B AR -

(¢)  Liquidity risk (c) HmBELEK
The Group's policy is to regularly monitor current and RERE R 2 TE BB R B R TR R ED
expected liquidity requirements to ensure that it maintains BTk UEREFRRHANREHE &
sufficient reserves of cash to meet its liquidity requirements EERHRRBRESESHL -
in the short and longer term.
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33. Financial Risk Management (continued) 33. HIBREEER (&
(d) Interest rate risk (dy  F=Z=ER
The Group’s significant interest-bearing assets are bank FEBHEZMEEEG RRTFR - AE
deposits. The Group’s interest income is dependent on E oA S WA K ETISN RS - BHAR
changes in market interest rates and will not have significant SE BRI B E -

adverse impact on the Group's financial position.

The Group's exposure to interest rate risk arises from its AEENMNEERKBEREE - ZEHEK
short term borrowings. These borrowings bear interests at RIBEERIRITTSEBIRTZEERTEF
rates varying with the then prevailing market condition. Ble

(e)  Fair values (e) ANV EHE
The carrying amounts of the Group’s financial assets and RFEEEBERMRBRASEN REE
financial liabilities as reflected in the consolidated balance M A ENIREERKRES BN TFEE
sheet approximate their respective fair values. FEE -

34. Approval of Financial Statements 34. MBHmRZE
The financial statements were approved by the board of directors WMBHRER ST LF AT AKESZSEZ
on 22 June 2007. iAo
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Five Year Summary

EERE

2006/07 2005/06 2004/05 2003/04 2002/03
“EEREELE —ZTTHETNF _TETMETRE —ZTT-FTNF —TT-RT-F
$TT $ 7T $ 7T $IT $ 7T

Results ES
Turnover XS 66,829,725 65,725,317 48,470,321 61,842,809 77,301,806
Profit/(loss) from operations mEER/ (B8) 792,233 1,989,624 (14,880,571) (11,317,375) (20,798,775)
Finance costs BEKAE (1,440,191) (1,245,864) (728,781) (721,055) (582,385)
Gain on disposals of HEMHREESR

available-for-sale financial assets ~ BEM 1,825,850 = - - -
Profit/(loss) before taxation B ALET/ (ER) 1,177,892 743,760 (15,609,352) (12,038,430) (21,381,160)
Taxation HIE (220,466) (150,000) - - 167,399
Profit/(loss) for the year ARRRRIEN

attributable to shareholders wfl/ (BB

of the Company 957,426 593,760 (15,609,352) (12,038,430) (21,213,761)
Earnings/(loss) per share SREF/ (H8)
Basic BA 0.11 centsfli 0.07 centsfll (1.72 centsfll) (1.33 centsfll) (2.34 centsfll)
Diluted g N/ATER N/ARE N/ARE A N/ARE (2.28 centsfll)
Assets and liabilities EEHAE
Fixed assets ETEE 792,989 361,123 662,436 1,366,125 2,189,258
Goodwill EES - - - 7,289,408 8,240,200
Investment securities REESR - = 2,249,670 2,484,010 2,722,406
Available-for-sale financial assets ~ AIftHESREE 1,487,900 3,527,893 = = =
Net current assets MBEEFE 6,864,729 4,137,544 4,566,913 12,365,458 24,058,247
Total assets less current liabilities  AEERTEEE 9,145,618 8,026,560 7,479,019 23,505,001 37,210,111
Non-current liabilities EEI=Y - - - (416,630) (2,083,310)
Net assets FEE 9,145,618 8,026,560 7,479,019 23,088,371 35,126,801
Share capital A 9,075,360 9,075,360 9,075,360 9,075,360 9,075,360
Reserves et 70,258 (1,048,800) (1,596,341) 14,013,011 26,051,441
Shareholders' funds BERES 9,145,618 8,026,560 7,479,019 23,088,371 35,126,801
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Characteristics of The Growth Enterprise Market (“"GEM") of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”)

GEM has been established as a market designed to accommodate companies to which a high investment risk may be
attached. In particular, companies may list on GEM with neither a track record of profitability nor any obligation to forecast
future profitability. Furthermore, there may be risks arising out of the emerging nature of companies listed on GEM and
the business sectors or countries in which the companies operate. Prospective investors should be aware of the potential
risks of investing in such companies and should make the decision to invest only after due and careful consideration. The
greater risk profile and other characteristics of GEM mean that it is a market more suited to professional and other
sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be more
susceptible to high market volatility than securities traded on the Main Board and no assurance is given that there will be
a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the internet website operated by the Stock
Exchange. Listed companies are not generally required to issue paid announcements in gazetted newspapers. Accordingly,
prospective investors should note that they need to have access to the GEM website in order to obtain up-to-date information
on GEM-listed issuers.

BEABEXZMARATE (1R 5] AIRRT S ((RIRR]) WEe

BRI RS A B A RRN A TR LTS - LHEAER LA ABARSBEETEG - FRERAAIGH -
Sh - EERISRIR LAV A S AR R S AT %%mﬁ%il%ﬁ&ﬁﬂw°E§&£mAiE%%&ﬁ%%$
AEEERS - LRCREEEFOZBESERREAE - AEROBSER IS ERTAZRIEA BRI HER
WENREE o
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ARBEAFRREENRES AR MBENT

BIERBEMEHNTIERCRERX DN BEIERMRNEIAERE LTIE - BIER EH AR —REBAEBRIEERETENR
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