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CHARACTERISTICS OF THE GROWTH
ENTERPRISE MARKET (“GEM”) OF THE
STOCK EXCHANGE OF HONG KONG
LIMITED (THE “EXCHANGE”)

GEM has been established as a market designed to
accommodate companies to which a high investment
risk may be attached. In particular, companies list on
GEM with neither track record of profitability nor
any obligation 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 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.
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Corporate Information

Executive directors

Mr. Yip Seng Mun (Chairman)
Mr. Yip Heon Ping

Mr. Yip Heon Wai

Mr. Yip Heon Keung

Ms. Chan Fu Kuen, Gladys

Mr. Jonathan Wu

Independent non-executive directors
Mr. James T. Siano
Mr. Au Shing Kwok

Registered office
Zephyr House
Mary Street
George Town
Grand Cayman
British West Indies

Head office and principal place of business

Units 906-910

Dah Sing Financial Centre
108 Gloucester Road
Hong Kong

Company homepage/website
http://www.prosten.com

Qualified accountant
Mr. Kwok Chi Shan, AHKSA

Compliance officer
Mr. Yip Heon Keung

Authorised representatives
Mr. Yip Heon Keung
Ms. Chan Fu Kuen, Gladys

Company secretary
Chan Yim Kum, ICSA, HKICS

Principal banker

CITIC Ka Wah Bank Limited
40th Floor, COSCO Tower
183 Queen’s Road Central
Hong Kong
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Ernst & Young

Certified Public Accountants
15th Floor

Hutchison House
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Hong Kong
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Corporate Information
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as to Hong Kong law:
Chiu & Partners

41st Floor, Jardine House
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Hong Kong

as to PRC law:

Guangzhou Foreign Economic Law Office
15th Floor, Chengyue Plaza

448 Dongfeng Zhong Road

Guangzhou

The PRC

as to Cayman Islands law:
Conyers Dill & Pearman, Cayman
Zephyr House

Mary Sheet

George Town

Grand Cayman

Cayman Islands

British West Indies

Principal share registrar and transfer office
Bank of Butterfield International
(Cayman) Limited
Butterfield House, Fort Street
P.O. Box 705, George Town
Grand Cayman
Cayman Islands
British West Indies

Hong Kong branch share registrar and transfer office
Tengis Limited

Room 1601, Hutchison House

10 Harcourt Road

Central

Hong Kong

Sponsor

DBS Asia Capital Limited
26th floor, CITIC Tower
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Hong Kong
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Chairman’s Statement

I am glad to present Prosten Technology Holdings
Limited’s first financial results following its listing on
the Growth Enterprise Market of the Stock Exchange
of Hong Kong on 28 March 2000. The Group’s
performance for the year ended 31 March 2000 was
encouraging, recording 28% and 114% increase in
sales and net profit, respectively. The buoyant
telecommunication market in the PRC was one of the
key contributors to the performance. However, most
of all,

repositioning of the Group’s business a few years

important the management’s strategic
ago has paved the way for the good result in the

financial year under review.

Looking ahead, I am optimistic about the Group’s
performance. In view of growing e-commerce activities
and usage of Internet services, the market for the
Group core businesses should continue to expand.
Having been operating in the PRC information
technology market for more than a decade and having
established good relationships with its customers and
technology providers, the Group is well placed to
take on any new business opportunities. The Group
has a very strong financial position after it raised
approximately HK$388 million in its new issue in
March 2000. This will provide sufficient resources for

the Group to implement its future expansion strategies.

Finally, T must take this opportunity to thank the
management team whose dedication and efforts have
made the listing a tremendous success and contributed

to the outstanding financial results.

Yip Seng Mun

Chairman

Hong Kong
29 June 2000
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Review of Operations and Prospects

During the period under review, the Group has
achieved significant growth in its revenues and net
profit. This is mainly attributable to favourable
developments in the PRC telecommunication market
and the Group’s strategy to focus on higher value-

added broadband network businesses.

Owing to increased demand for e-commerce and
Internet services, a number of local telecommunication
authorities in the PRC implemented programs to
expand their network capacity, in particular on the
broadband side. As a result, the Group’s broadband
data network and Internet backbone business

registered a 24% growth in sales.

In addition, the Group found that customers were
more willing to invest in e-commerce applications
and pay consultants for Internet solutions than before.
The directors believe that this is partly due to the
rapid increase in the number of Internet service
provider and Internet content provider in PRC. Also
there were more enterprises realized the importance
of a successful e-commerce strategy to their future
business prospects. The Group was able to capitalize
on these opportunities as it started to re-position
itself and develop its Internet Management System
(including user management, user authentication,
billing and settlement, statistics and network
management) three years ago. Therefore its revenues
derived from application software and e-commerce/
IT consultancy services recorded increases by 33%
and thirteen times, respectively in the financial year

under review.

The Company obtained net proceeds of approximately
HK$363 million from the new issue of shares by way
of placing. As the proceeds was received just before
the balance sheet date, no proceeds was applied for
the intended uses during the period and all the above
net proceeds were placed on short term deposits
with financial institutions in Hong Kong at the balance
sheet date. However, approximately HK$7 million was
set aside for the acquisition of hardware and software

for setting up a broadband ISP in Hong Kong.
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Review of Operations and Prospects
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BUSINESS OBJECTIVES AND FUTURE PLANS AND PROSPECTS ACTUAL RESULTS

B H B R R B BB AR

Broadband data networks and Internet backbone solutions

TG bR A A B TG A e AR AR DR OT R

1. Final testing of the application launching stage of Phase II Final testing completed
of the Yunan ATM/FR broadband network project.
EMATM,FREJAA AT B 55 W R 518 B RAR BB E 52 W
Z AR

2. Final testing of the Hainan government’s online project of Final testing completed

combining the “163” and “169” Internet networks.
7 H BUN A B G 0F T 163) & 1169 ) B 1 44 #4548 L e AR Wl 2 5 R
THH 2 1% Wt

3. Bid for tender for development of e-commerce site under Tender submitted and results
the “179” project from a provincial PTA under MII. to be known soon
B BA ¥R 15 R AR T & B R C AR S a5 B 5t 2 A

[179] HE®E N2 BT g 4k

Applications software development

HE K A D 5%

1. Prepare for the completion of the development of network Preparation work completed
monitoring system which is an extended function of the IMS.

WS A A BB R BIPHEE  Z AR Ky —THIEMIMSZ T REe  HEA TAEC 52

2. Prepare for the completion and delivery of the IMS tailored  IMS delivered satisfactorily
for Hainan province.
e 52 P2 ARk ST 1 T A T B L IMS o IMS 3 28 B0UR Tl &

3. Finalise the trial run of the Internet Classified System Trial run finalised
5C JEL W A R B ol AT AR o 5€ MUl 17 2 1

e-commerce solutions and related IT consultancy services

T B DR R B SRR TR 5 B ik IR B

1. Finalise feasibility study on the integration of the IMS for the Study finalised and results
future “179” project. satisfactorily
FTMAK 179 HH Z IMSEE G Z Al F7 W 7T - WFEoE B e 45 R A Nl E

Broadband ISP

T L W A s A

1. Commence order and purchase hardware for the proposed Order placed / hardware
broadband ISP to be set up in Hong Kong. installed
BH G /7 2 S T A R S S 22 R A L g A I 5 4L R Rl 8 % R
] 5 B AR A
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Review of Operations and Prospects
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BUSINESS OBJECTIVES AND FUTURE PLANS AND PROSPECTS ACTUAL RESULTS

B H B R ARG KRB TR AR

Sales and marketing

5 15 e vii 55 HE B

1. Identify premises for establishment of representative office Representative office
in Kunming, Yunnan province for development of the premises have been leased
south-western and southern market (including Sichuan)
of China.
i E T E W) s B WU E 2 W 3 DU R B Y R A AR P 2
R HEw Yy (BAEMI) o

2. Identify appropriate office premises in Hong Kong to Hong Kong office has been
be leased for installation of equipment in connection leased and installation
with the Group’s launching of broadband ISP services, completed

which premises will also be used as the Group’s

functional headquarters in Hong Kong.

T T s G FH T 2 N o R R T AR RO B FH 7 v o R I
T A I A S 2 A B A - BT AL 2 W SE TR A B %MK E TR

oy A S T SO v B AR

3. Identify additional premises or rennovate existing Just signed agreement to lease
premises in Beijing to accommodate additional sales
and marketing staff to be employed.
AL Y AN KSR B R A K LR EG T R T & Wk
B B R R T

Resources employment and administration

YEURE T R A

1. Recruit additional technical staff for developing Already recruited
applications software in Guangzhou.
$4 W AT N B B M B B I R EEH

2. Recruit additional staff to carry out marketing and Already recruited
quality control functions.
B BT T 85 TR R R RS EEH

3. Install demonstration laboratory in Guangzhou office Demonstration laboratory
to illustrate to customers the operation of e-commerce already installed

related software on the IBM platforms.
TP TN S 2 R B SL s R B E > [0 % F R S IBMT & ERLA B ERE
T T N B A A

4. Strengthen the administration and finance functions CFO and more accounting
in Hong Kong by recruiting additional experienced staff already on board
accounting staff.

WIS E RN B R U7 2 AT B SRR R TS
T 55 5 LkEZ g AT
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Review of Operations and Prospects

PROSPECTS

Apart from the rapid growth in the number of Internet
users in the PRC, China’s accession to the WTO is
expected to speed up enterprises’ e-commerce
activities. Also, the restructuring of the China
Telecommunication group last year, resulting in the
establishment of several new telecommunication
entities in the PRC, are expected to create additional
telecommunication network demand. All these macro
developments are favourable to the Group’s business

environment.

The Group has already been a leading broadband
data network solutions provider in the PRC and will
continue to expand to capture more market share. It
believes that e-commerce application softwares and
IT consulting services will be fast growing business
sectors in the industry and it will commit more

resources in an attempt to capitalize on the growth.

Since the Group’s listing in March 2000, it has already
recruited more than 30 staff with most of them in the
marketing and technical departments, on top of
existing 120 members. In addition, more offices
including Nanjing and Wuhan have been set up in
the PRC to expand its sales network. In order to
strengthen its technical expertise, the Group has been
negotiating with several internationally reputable
technology providers and intends to team up with

them to develop business in the PRC.

Baring unforeseen circumstances, the Group expects
to achieve better revenues in the coming financial

year than that of last year.
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Directors and Senior Management

Executive Directors

Mr. Yip Seng Mun, aged 69, is a founder and the
Chairman of the Group. He is responsible for
formulating the overall business strategy and plans
of the Group. Mr. Yip worked for Cable & Wireless
HKT for about 20 years and was one of the senior
executives in its PRC operations. Mr. Yip is the father
of Mr. Yip Heon Ping, Mr. Yip Heon Wai and Mr. Yip
Heon Keung.

Mr. Yip Heon Ping, aged 42, is an executive Director
and the General Manager of the Group in charge of
the Group’s overall management function. He holds
a bachelor’s degree in electrical engineering from
Iowa State University, USA. He worked for Hewlett
Packard for more than 10 years before joining the
Group in December 1992. Mr. Yip is a son of Mr. Yip
Seng Mun and a brother of Mr. Yip Heon Wai and
Mr. Yip Heon Keung.

Mpr. Yip Heon Wai, aged 39, is a founder and the
Managing Director of the Group in charge of the
overall corporate strategies and business development
of the Group. He holds a bachelor’s degree in applied
computer science from Illinois State University, USA.
He joined the Group in 1990 and has more than 12
years of experience in the information technology
industry. Mr. Yip is a son of Mr. Yip Seng Mun, the
sponse of Ms. Chan Fu Kuen, Gladys and a brother
of Mr. Yip Heon Ping and Mr. Yip Heon Keung.

Mr. Yip Heon Keung, aged 31, is an executive
Director of the Group in charge of strategic alliances
with vendors and business partners. He holds a
bachelor’s degree in electrical engineering from the
University Wisconsin-Madison, USA. Before joining
the Group, he worked in a software-consulting firm
as a consultant in the USA. He has more than seven
years’ experience in the information technology
industry and he has been with the Group since
October 1996. Mr. Yip is a son of Mr. Yip Seng Mun
and a brother of Mr. Yip Heon Ping and Mr. Yip
Heon Wai.

Ms. Chan Fu Kuen, Gladys, aged 37, is an executive
Director of the Company in charge of finance and
administration. She holds a bachelor’s degree in
science and a master degree in business
administration, both from Illinois State University, US.
She has more than six years’ experience in systems
development in the banking and telecommunications
industry and six years of experience in finance and
administration. She has been with the Group since
June 1993. Ms. Chan is the spouse of Mr. Yip Heon
Wai.
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Directors and Senior Management

Executive Directors (continued)

Mr. Jonathan Wu, aged 40, is an executive Director
of the Company and is responsible for managing the
technology and services division of the Group. He is
also responsible for the overall technology planning
of the PRC operations. He holds a bachelor’s degree
in mathematics and philosophy from the National
University of Singapore. He has over 17 years of
experience in the information technology industry in
Asia and the US, during which period he worked for
IBM for about 12 years performing primarily IT
consulting services. Mr. Wu joined the Group in
October 1998.

Independent non-executive Directors

Mr. James T. Siano, aged 40, was appointed as a
non-executive Director in March 2000. He holds a
master’s degree in business administration from Pace
University located in the US. He is the president and
the chief executive officer of Montblanc Pacific
Distributors Ltd. which is the Asia Pacific regional
headquarters for the Montblanc brand. Previously, Mr.
Siano was the managing director of Swatch Group of
Switzerland (Hong Kong) Ltd. Mr. Siano has 19 of
years’ experience in sales, marketing and finance,

including nine years in Hong Kong.

Mr. Au Shing Kwok, aged 59, was appointed as a
non-executive Director in March 2000. He obtained a
diploma in electrical engineering from Royal
Melbourne Institute of Technology (Australia) and has
been a chartered engineer since 1980. He has been a
member of Institute of Engineers (Australia) since
1969. He works as a building services consulting
engineer and has been involved in the design and
project management of building services for a number
of major buildings in Hong Kong, the PRC and

overseas.
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Directors and Senior Management

Senior Management

Mpr. Jacky Chiu is the Chief Financial Officer of the
Group and is in charge of the Group’s overall financial
matters. Jacky holds a master’s degree in business
from the United Kingdom and a master’s degree in
finance from Australia. He has been in the securities
and investment banking industry for 13 years and
hold senior positions in a locally-listed company and
international investment banks.

Dr. Clement Lau is the Vice President of the company
responsible for e-commerce solutions. Dr. Lau holds
a Ph.D. from Canada and has had over 10 years’
experience in the IT industry. Dr. Lau has over 9
years’ experience in the Asia market having worked
for Cray Research and Platform Computing before
joining the Group in May 2000.

Myr. Tung Man Chi, David is the Director of Product
Development of the Group responsible for the
development of Internet/Intranet based applications
and products. He is also responsible for the
infrastructure design and implementation of projects
in the telecommunications and utilities sectors. He
holds a bachelor’s degree in computer science from
the United Kingdom and is a chartered engineer and
a member of The Institution of Electrical Engineers,
United Kingdom. Prior to joining the Group in
February 2000, David worked for Cable and Wireless
HKT Limited for 12 years.

Mr. Kwok Chi Shan is the Qualified Accountant of
the Group and is in charge of the accounting
department of the Group. He holds a master of science
degree in financial economics from the United
Kingdom and is a fellow member of The Chartered
Association of Certified Accountants and an associate
member of Hong Kong Society of Accountants. He
has over 11 years’ experience in accounting and
finance.

Ms. Chan Yim Kum is the Company Secretary of the
Group and is in charge of the Group’s overall
company secretarial and administrative issues. She
holds a bachelor’s degree (honours) in business
administration from the United Kingdom and is a
member of the Institute of Chartered Secretaries and
Administration and the Hong Kong Institute of
Company Secretaries. She has more than 10 years’
experience in corporate administration.
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Report of the Directors

The directors herein present their first annual report
and the audited financial statements of the Company
and the Group, for the period from 22 November
1999 (date of incorporation of the Company) to 31
March 2000.

GROUP REORGANISATION

The Company was incorporated in the Cayman Islands
on 22 November 1999 as an exempted company with
limited liability under the Companies Law (1998
Revision) of the Cayman Islands. Pursuant to a
reorganisation scheme to rationalise the Group
structure in preparation for the listing of the
Company’s shares on the Growth Enterprise Market
(“GEM”) operated by The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”), the Company
became the holding company of the Group on 7
March 2000 (the “Reorganisation”). Further details of
the Reorganisation, together with details of the
subsidiaries acquired pursuant thereto, are set out in
notes 1, 15 and 21 to the financial statements and in

the Company’s prospectus dated 21 March 2000.

The shares of the Company began trading on the
GEM of the Stock Exchange on 28 March 2000.

PRINCIPAL ACTIVITIES

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

the Group’s principal activities during the period.
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Report of the Directors

g S

SEGMENTAL INFORMATION

An analysis of the Group’s turnover and contribution
to profit from operating activities by principal activity
for the period ended 31 March 2000 is as follows:

BHRA R

BE_ZZTF=A=+—HILHH &%
LEER-E 35 (PPd- £V E S i gl gl

Consolidated
For the period from
22 November 1999
to 31 March 2000

Pro forma combined
For the year ended
31 March 2000

Contribution Contribution
to profit to profit
from from
operating operating
Turnover activities Turnover activities
A
—JLLusE i % & bF
t+—A=+ZH=E RE
“RERI “EERRI
ZH=1+—H ZH=+—H
-39 1 Ak 4F B
REEG BEXH
BEHE  BAEK BREE WANEE
HK$°000 HK$°000 HK$°000 HK$°000
T# T T# T T # T T# T
By principal activity: e BB ER #
Provision of broadband P RN BOR
data networks and A 4% N B A
Internet backbone EShi 73 SIS
solutions 11,264 1,281 193,726 25,291
Provision of applications 12 3t 8 A A
software - - 5,160 4,327
Provision of e-commerce P AL EE R R
solutions and related IT Jr 58 B B AR
consultancy services FR M RYE 2717 2,549 7,880 4,797
13,981 3,830 200,766 34,415
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Report of the Directors

g S

SEGMENTAL INFORMATION (continued)

nRE R (4F)

Consolidated
For the period from
22 November 1999
to 31 March 2000

Pro forma combined
For the year ended
31 March 2000

Contribution Contribution
to profit to profit
from from
operating operating
Turnover activities Turnover activities
Ba
—JLLILAE i % & bF
t+—HAZ+Z=HZE D
ZRBRA ZERRERF
SV =0 ZH=EF R
1L 39 1 AL 4E
RBXEG REBREY
BEH  BAHEK BREE  EWNEE
HK$°000 HK$°000 HK$°000 HK$°000
T #T T T T # 7T T T
By geographical area: 12 3 358 8 73
People’s Republic of China S EE NS ]
(“PRC"): ([ Ed]) -

Hong Kong R 2,717 2,549 2,717 2,212
Elsewhere A b 5 11,264 1,281 204,049 32,203
13,981 3,830 206,766 34,415

The basis of presentation

and contribution to profit from operating activities
for the period from 22 November 1999 to 31 March
2000 and the Group’s pro forma combined turnover
and contribution to profit from operating activities

for the year ended 31 March 2000 is set out in note 1

to the financial statements.

of the Group’s turnover

Bk R MEEL -

AEBH—-UILNLET AT ZHEF
FERAEZA = R 2 R
FEH U A E R 2 2R AL R R
ERFHEZA=Z+—HILEEZHESHE
SERH I A8 2E T U P B R 2 S R Y A B
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Report of the Directors

RESULTS AND DIVIDENDS

The Group’s profit for the period ended 31 March
2000 and the state of affairs of the Company and the
Group at that date are set out in the financial

statements on pages 31 to 73.

Prosten Technology Co. Limited, a subsidiary of the
Company, paid a special dividend of HK$20,000,000
on 1 June 1999 to its then shareholders prior to the
Reorganisation and the listing of the Company’s shares
on the GEM of the Stock Exchange.

The directors do not recommend the payment of a

final dividend in respect of the period.
SUMMARY FINANCIAL INFORMATION

The Company was incorporated in the Cayman Islands
on 22 November 1999 and became the ultimate
holding company of the companies now comprising
the Group as a result of the Reorganisation which
became effective on 7 March 2000. Accordingly, the
only balance sheet of the Group that has been
prepared is that set out in the financial statements on

page 32.

To ensure consistency of presentation and for
comparison purposes, the pro forma combined results
for the three years ended 31 March 2000 presented
below include the results of the Company and its
subsidiaries with effect from 1 April 1997 or since
their respective dates of incorporation/establishment,
where this is a shorter period, on the basis that the
current group structure had been in existence

throughout the said period.
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Report of the Directors

g S

SUMMARY FINANCIAL INFORMATION %5 % Bl 3 2 (&)

(continuted)
Pro forma combined results 5 % A PF3E 4%
Year ended 31 March
BE=ZH=1—HILFEE
2000 1999 1998
ZREBERE — JJLILIJLAE — UL\ AR
HK$’000 HK$°000 HK$°000
TF# T T C
TURNOVER BEH 206,766 161,133 119,018
PROFIT BEFORE TAX 6% BE ij %k A 34,415 17,496 8,455
Tax B IH (2,179) (2,492) (1,725)
NET PROFIT FROM B S HE A H %
ORDINARY ACTIVITIES E$i YRS Y|
ATTRIBUTABLE TO
SHAREHOLDERS 32,236 15,004 6,730
FIXED ASSETS Wl 2 & A

Details of movements in the fixed assets of the Group 7« £ [H [ 2 & & 7 1] 14 2 58 B 5 55 7 1 %
during the period are set out in note 14 to the financial — $gFRMFEE14 o

statements.
SUBSIDIARIES B 8 A +H)

Particulars of the Company’s subsidiaries are set out 2/ w4 ¥t 8 2\ 5] 2 5F 175 7 B 75 3 2 Bt 2%

in note 15 to the financial statements. 15¢
BORROWINGS ¥ £¢

Details of the borrowings of the Group are set out in 7 45 [H] 2 {4 55 17 8 7 BF 15 R % Mt 3218 &%
notes 18 and 19 to the financial statements. 190

SHARE CAPITAL AND SHARE OPTIONS B AS Bz W B g

Details of movements in the Company’s share capital 77\ &) B2 A #1782 88 8 55 1% &R > DL
during the period, together with reasons therefor,  ZA/\ ] B A HE T3 2 56 1% HOR BB S R M 5k
and details of the Company’s share option scheme  21e

are set out in note 21 to the financial statements.
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Report of the Directors

RESERVES

Details of movements in the reserves of the Company
and the Group during the period are set out in note

22 to the financial statements.
DISTRIBUTABLE RESERVES

At 31 March 2000, the Company’s reserves available
for distribution, calculated in accordance with the
Companies Law (1998 Revision) of the Cayman Islands,
amounted to HK$338,987,000. This includes the
Company’s share premium account, in the amount of
HK$339,275,000 at 31 March 2000, which may also
be distributed in the form of fully paid bonus shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under
the Company’s Articles of Association or the laws of
the Cayman Islands, being the jurisdiction in which
the Company was incorporated, which would oblige
the Company to offer new shares on a pro rata basis

to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

Other than in connection with the Company’s initial
public offering by way of placement, neither the
Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed

securities during the period.
MAJOR CUSTOMERS AND SUPPLIERS

On a pro forma combined basis, in the year under
review, sales to the Group’s five largest customers
accounted for 72% of the total sales for the year and
sales to the largest customer included therein amounted
to 24%. Purchases from the Group’s five largest
suppliers accounted for 85% of the total purchases for
the year and purchases from the largest supplier

included therein amounted to 47%.

WO Wl R

it i

AN B B A S B 2 kAR A S0 TR 2 5 B 1
P B 1 S 2 B 22 o

wf 3 5y IR 6l A

MoFEEEEZA=+—H - REHSHE
2 A (—JUILNEAERTAS) wHE > AR & Af
B4 IR Z 5 25 338,987,000 G » I AU 35 7
A E 2 B R (R S ERRE A =
— H Z B8 /4 339,275,000% 76) > H R ATt 2
B AT e 2 7 AR

55 S i ¥

28 T 2 ALK A A S B R R (4 A
SIS 2 o ) 3 3 1
Bl L > B A 2 28 B e 2 e
A I S 0 0 R

YUk 1]~ B Do) iy A b 2

B T B o w92 0 e R A B AR
B 2 55 97 A0 > JI N AR 2 R S AT T B 8 2
AR 288 48 (] ~ S (] ) R AR R T b i R o

EERHEPF K

Hetls % & PR AL YEFHE > R [ AR A AR SR B T
REF 2 8B RULAE RS EH72% - K
RKREF 2 SEFE24% o A% B TR HEER
Z BRBURAG A A B AR IR B A8 5%0 > Hrp iRl
JE P 2 PR S AR AL 47 %
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Report of the Directors

MAJOR CUSTOMERS AND SUPPLIERS

(continued)

To the best knowledge of the directors, neither the
directors, their associates, nor any shareholders who
owned more than 5% of the Company’s issued share
capital, had any beneficial interest in any of the
Group’s five largest customers or suppliers during

the year.
DIRECTORS

The directors of the Company since 22 November
1999 and at the date of this annual report were as

follows:

Executive directors:
Mr. Yip Seng Mun

(appointed on 22 November 1999)
Mr. Yip Heon Ping

(appointed on 22 November 1999)
Mr. Yip Heon Wai

(appointed on 22 November 1999)
Mr. Yip Heon Keung

(appointed on 22 November 1999)
Ms. Chan Fu Kuen, Gladys

(appointed on 22 November 1999)
Mr. Jonathan Wu

(appointed on 22 November 1999)

Independent non-executive directors:
Mr. James T. Siano

(appointed on 7 March 2000)
Mr. Au Shing Kwok

(appointed on 7 March 2000)

In accordance with Articles 111 and 112 of the
Company’s Articles of Association , all directors will
retire, and being eligible, offer themselves for re-
election at the forthcoming annual general meeting.
The independent non-executive directors are not
appointed for specific terms but are subject to
retirement by rotation in accordance with the

Company’s Articles of Association.
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Report of the Directors

DIRECTORS AND SENIOR MANAGEMENT
BIOGRAPHIES

Biographical details of the directors of the Company
and of the senior management of the Group are set

out on pages 9 to 11 of the annual report.
DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a
service contract with the Company for an initial term
of three years commencing from 1 March 2000 which
will continue thereafter until terminated by not less
than three months’ notice in writing served by either
party on the other. Such notice shall not expire until

after the fixed term.

Apart from the foregoing, no director proposed for
re-election at the forthcoming annual general meeting
has a service contract with the Company which is
not determinable by the Company within one year

without payment other than statutory compensation.
DIRECTORS’ INTERESTS IN CONTRACTS

No director had a significant beneficial interest, either
direct or indirect, in any contract of significance to
the business of the Group to which the Company or
any of its subsidiaries, its holding company, or any

of its fellow subsidiaries was a party during the period.
RELATED PARTY TRANSACTIONS

Details of the related party transactions of the Group

are set out in note 5 to the financial statements.
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Report of the Directors

wOW AR %W
DIRECTORS’ REMUNERATION AND THE FIVE & 3% M 4= K i £ 3¢ v 58 i A 1=
HIGHEST PAID INDIVIDUALS
Consolidated
For the
period from Pro forma combined
22 November For the For the
1999 to year ended year ended
31 March 31 March 31 March
2000 2000 1999
B
— LA
+—H i % & BF
s phen £ i -3 )
ERRE “ERRY — L E
=A=+—-0 ZA=+—-0 =A=1-H
1k 390 A 1k 4E 14
HK$°000 HK$°000 HK$°000
T T T T T # 7T
Fees: M 4
Executive directors HWATEF - - -
Independent W Sr A AT HE
non-executive directors — — -
Other emoluments of WITEFZ
executive directors: Al 7 4 -
Basic salaries, other allowances &7 %7 45~ Ho At 3 A
and benefits in kind eSS 335 2,098 1,201
Discretionary bonus I 7€ {€ 4L — 310 =
335 2,408 1,201

WA RERE B —FEXEF=H
= B IR AR R A N AT B S U O A
P <5 » 43 5 2 T <6 BURE 2% £0404,000%5 7C (— JL
JLILAFE 1429,000% 78) ~ 50,000 76 (— JLILIL
A IT) 2 329,000 6 (— JLIJL LA
176,000% 7€) ~ 333,000 JC (— JLILJLAFE: &
W IT) ~331,000% 76 (— JLILILAE 1 286,000
J6) }961,000% 76 (— JL JLIL4E: 310,000
JG) °

On a pro form combined basis, there were six
executive directors receiving individual emoluments of
approximately HK$404,000 (1999: HK$429,000),
HK$50,000 (1999: Nil), HK$329,000 (1999: HK$176,000),
HK$333,000 (1999: Nil), HKS$331,000 (1999:
HK$286,000) and HK$961,000 (1999: HK$310,000) for
the year ended 31 March 2000.

B > A 2 1 Sz 28 1) 8 57 AT 3 o SOHE
o] B 42

During the period, no emoluments were paid by the

Group to the independent non-executive directors.
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Report of the Directors

WO Wl R

DIRECTORS’ REMUNERATION AND THE FIVE 3 S0Pl 4= B hi e e v i W N\ I (48)
HIGHEST PAID INDIVIDUALS (continuted)

The number of directors whose remuneration fell — 4F AN B & 41 7 2 & F A #can

within the following bands is as follows:

Consolidated
For the
period from Pro forma combined
22 November For the For the

1999 to year ended year ended

31 March 31 March 31 March
2000 2000 1999
B

— LA
+—A i % & Bk

“+ZH=®E S -

CRRR “RBRA — AR
ZA=Z=F+—H =ZA=Zt+—H =A=+—H

1E 39 Ik AR 1E 4 B
Number of Number of Number of
directors directors directors

#HHFNL #HHFANL HHAH

Nil to HK$1,000,000 % %1,000,000 7C 8 8 6

There was no arrangement under which a director i A3l #E 5T 57 AF o] 22 P > DA 35HE 55 AT £ 1k
waived or agreed to waive any remuneration during 3% ¢ [F] 5% A 3 AT {0 B 4 o

the period.

During the period, no emoluments were paid by the 1A > 4% 4 [ 3l 4 1] 2 95 3¢ A5 AT o] M < 7E 25
Group to the directors as an inducement to join, or &N ¥ =ik in B2 A 48 [ 1 45 T 2 48 4 sl ik

upon joining the Group, or as compensation for loss Bl fif o

of office.

The five highest paid individuals included 3 directors A1 > v 5 = 357 BN & 60 436 347 38 2 > H 37
during the period, whose remuneration are set out  M{&F 1% C # % F3C-

above.
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R Wk

DIRECTORS’ REMUNERATION AND THE FIVE e 4 B T et vl A\ I ()

HIGHEST PAID INDIVIDUALS (continuted)

351 P S R 2 B R A (R ) 2
P 46

The emoluments and designated band of the remaining
2 highest paid, non-director individuals during the

period are as follows:

Consolidated
For the
period from

Pro forma combined

22 November For the For the
1999 to year ended year ended
31 March 31 March 31 March
2000 2000 1999
BA
—JLLILAE
+—H % & bF
Z+ZH®E B ES
“EERAY “RERE — LKA
S == Z[F=9r= Z=Z=ZH=F—F
1k 39 1A 1L 4R & 11 4 B2
HK$°000 HK$°000 HK$°000
T T T 7T T# T
Basic salaries, other allowances & 7% 37 4~ H At 3 QY
and benefits in kind a=gREN 118 899 1,701
Discretionary bonus 9 7 {€ 41 = — 634
118 899 2,335

The remuneration of the non-director, highest paid
employees during the period fell within the range of
Nil to HK$1,000,000.

The Group does not have a pension scheme for either
its directors or its employees in Hong Kong. In the
opinion of the directors of the Company, the Group
had no significant obligations for long service
the

requirements under the Employment Ordinance,

payments to its employees pursuant to
Chapter 57 of the Laws of Hong Kong, at 31 March

2000.

URCES Eivd B 8= a=F U - ¥=§i3 il
N A 7 &3 9T %1,000,0003 T ©

74 3l 4 5 A o 2 B S R B R LB AR
Rl AN R EER 5 RIEE WL G S75
B GGI 2R E > ARFAR _FEEHE =N
=+ — AR A M RAREEZER

R
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Report of the Directors

DIRECTORS’ INTERESTS IN SHARE CAPITAL

At 31 March 2000, the interests of the directors and

their associates in the share capital of the Company

or its associated corporations, as recorded in the

register maintained by the Company pursuant to

Section 29 of the Securities (Disclosure of Interests)

Ordinance (the “SDI Ordinance”), were as follows:

R Wk

i B AR vp 2 B 2

ROFFREZAS A AL AR
%5 (HEBRHERE) e ) ([ 0008 M 3 b)) 48
20017 B2 B AR FT  HE R 0 2
A 24 SR S o A o A 2
TN

Number of issued ordinary shares of HK$0.10 each

in the Company held and nature of interest

Name of director Notes Personal Family  Corporate Other Total
O A% 2% w4 0B i EL0. 1098 C 2
COBRAT e R 4 P L

Wit 7t A EY3 A Hfb Y
Mr. Yip Heon Ping E AN (1) - - - 404,280,619 404,280,619
Mr. Yip Seng Mun R R EE (2) - = - 404,280,619 404,280,619
Mr. Yip Heon Wai 3 ) S A (2) - = - 404,280,619 404,280,619
Mr. Yip Heon Keung 31 % JE 4= (2) - = — 404,280,619 404,280,619
Notes: Bt it
(D These shares are held by Greenford Company (1) 7% 55 B4 H Greenford Company Limited

(2)

Limited, Century Technology Holding Limited and
Bakersfield Global Corporation as trustees of The
Greenford Unit Trust, The Century Unit Trust and
The Bakersfield Unit Trust, respectively, all the units
of which are held by HSBC International Trustee
Limited as trustee of The New Millennium Trust, a
discretionary family trust established with Mr. Yip
Heon Ping as the discretionary object for the time
being.

Mr. Yip Seng Mun, Mr. Yip Heon Ping, Mr. Yip
Heon Wai and Mr. Yip Heon Keung belong to the
same family and are together entitled to control the
composition of a majority of the board of directors
of the Company. By virtue of the association with
Mr. Yip Heon Ping, each of Mr. Yip Seng Mun, Mr.
Yip Heon Wai and Mr. Yip Heon Keung has also
declared his interests in the Company.

Save as disclosed above, at 31 March 2000, none of

the directors or their associates had any personal,

family, corporate or other interest in the issued share

capital of the Company or any of its associated

corporations, as defined in the SDI Ordinance.

@)

Century Technology Holding Limited }
Bakersfield Global CorporationPd The
Greenford Unit Trust * The Century Unit
Trust & The Bakersfield Unit TrustZ %% it
AN &ty F - Bt A ¥ L ¥ i HSBC
International Trustee LimitedlAThe New
Millennium TrustZ 3 st N & 3 £ A > 1
The New Millennium Trust/J7 i & B DL 2%
6] - 5l A 7 A RE G B 3 B s 2 KR A
5wt

Tl R ST T m P Se - FEm AR SE A R
16 B8 S A g (R — <k > T 3% [A] 2 ) A A
R R 2 MR o 8 R R R
Ti] Ak 55 25 B T ) 9 S5 A A 1 BRE 1) OF- S AR
BT BAE A AR A B B i

Br ESCRTHkER &0 R FFZTHFE=A =+
—H BERERWEZHEAN LM ERA L
) B AT AT R g i P (O 7 S B R i 0 151
ZE BT AP A AR A KR A F
il At 2 -
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Report of the Directors

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Under the terms of a share option scheme (the
“Scheme”) adopted by the Company on 7 March 2000,
the board of directors is authorised, at its absolute
discretion, to grant options to employees, including
executive directors of the Company or any of its
subsidiaries, to subscribe for shares in the Company.
Further details of the share option scheme are set
out in note 21 to the financial statements. The Scheme
became effective upon the listing of the Company’s
shares on the GEM of the Stock Exchange on 28
March 2000. No options had been granted to any
director or employee under the Scheme up to the

balance sheet date.

Apart from the foregoing, and other than in connection
with the Reorganisation in preparation for the
Company’s initial public offering by way of placement,
at no time during the period was the Company or
any of its subsidiaries, its holding company, or any
of its fellow subsidiaries a party to any arrangement
to enable the Company’s directors, their respective
spouse, or children under 18 years of age to acquire
benefits by means of the acquisition of shares in or
debentures of the Company or any other body

corporate.
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Report of the Directors

SUBSTANTIAL SHAREHOLDERS

At 31 March 2000, the following interest of 10% or more
in the issued share capital of the Company recorded in
the register of interests pursuant to Section 16(1) of
the SDI Ordinance:

Name

£

Greenford Company Limited
Century Technology Holding Limited
Bakersfield Global Corporation

HSBC International Trustee Limited (Notes 1 and 2) (ML 1% 2)

Notes:
(@D Out of the 404,660,619 shares, an aggregate of
404,280,619 shares are held through Greenford
Company Limited, Century Technology Holding
Limited and Bakersfield Global Corporation as
trustees of the Greenford Unit Trust, The Century
Unit and The Bakersfield Unit Trust,
respectively, all the units of which are held by HSBC

Trust

International Trustee Limited as trustee of The New
Millennium Trust, a discretionary trust established
with Mr. Yip Heon Ping as the discretionary object
for the time being.

2) HSBC International Trustee Limited is a wholly owned
subsidiary within the HSBC Group in which HSBC
Investment Bank Holdings B.V., HSBC Holdings B.V.,
HSBC Finance (Netherlands) and HSBC Holdings plc
are members and have reported their deemed interests
in the shares as disclosed by HSBC International

Trustee Limited.

Save as disclosed above, no persons, other than the
directors of the Company, whose interests are set out
above, had registered an interest in the share capital
of the Company that was required to be recorded under
Section 16(1) of the SDI Ordinance.

‘ﬁ%@%%%
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R-FEFZE=ZA=+—H> FIALXALD
AT A 100030 DL b 2 HE i AR 45 1 55 A i
56 16(1) 15 e S 7 HE 42 6 wC i 1A

D

(2)

Number of shares

Jbe £y ¥ H

155,931,035
155,931,035

92,418,549
404,660,619

1E 404,660,619 B [ 43 & > Ho & 3t
404,280,619/ J& 13 i Greenford Company
Limited * Century Technology Holding
Limited & Bakersfield Global Corporation
43 Al A The Greenford Unit Trust, The
Century Unit Trust The Bakersfied Unit
TrustZ % st N B R A o I A B BLAL
fH HSBC International Trustee Limitedlh
The New Millennium TrustZ 3 5t A\ &
F5H oThe New Millennium Trust/Zs — I8
I RLIE ) P A S R RESE B B R Rk
(G

HSBC International Trustee LimitedZ}
HSBC GroupZ 4 & Mff & /A w - # HSBC
International Trustee Limited 7 % #% » HSBC
GroupZ W B 2 A 6 5 HSBC Investment
Bank Holdings B.V. > HSBC Holdings B.V. *

HSBC Finance (Netherlands) HSBC
Holdings plc > T % 55 £ 2 ik i 0 2 HE
35 o

B b ST 45 5% 5 A0 B B b SCE B AR AR 2
AN FEFI AL A LHAARFZ
s A HE 2 - T ZEUAR 5 45 88 HE 45 1k 90 5 16 (DR
HC Bk HE i 11 A
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Report of the Directors

PENSION SCHEME AND COSTS

The Group does not provide any provident fund or
other similar pension scheme for its employees in Hong
Kong. Employees in the PRC are enrolled in the
mandatory central pension scheme operated by the PRC
government. Details of the pension scheme of the
Group and the employer’s pension costs charged to
the profit and loss account for the period are set out in

notes 4 and 7 to the financial statements, respectively.
THE YEAR 2000 ISSUE

The Year 2000 problem arose primarily because
computer data storage was expensive in the past and,
consequently, most system engineers tended to use
only two digits to represent the period in databases
so as to save storage space. As technology advanced,
the production cost of data storage space decreased
and hence the more recently developed products in
the market are typically fully Year 2000 compliant.
The Group’s sale of computer hardware and software
products are made according to specifications which
are agreed to by the customers. Where the need has
arisen, the Group has upgraded its products so that
they are Year 2000 compliant. The Group has not
encountered any difficulty in providing upgrade
services to its customers. The Group is not responsible
for products that it distributes which are not Year 2000
compliant if the customers did not specify that they be
so. In any event, because the warranty of products is
provided by the Group’s suppliers, if the products
distributed by the Group fail to be Year 2000 compliant,
the Group will not assume any risk in this respect and
it should be protected by a back-to-back indemnity
from its suppliers who will be responsible for the

potential liabilities.
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Report of the Directors

THE YEAR 2000 ISSUE (continued)

The Group’s internal computer systems are primarily
used for office automation only and do not contain
mission critical applications. Therefore any Year 2000
problems would have had only a minimal impact on
the Group’s operations. The Group conducted an
assessment on its internal computer systems and
confirmed that its internal computer systems were

Year 2000 compliant.

The Group co-ordinated a Year 2000 contingency plan
which mainly included the saving of back-up copies
of all computer files and the maintenance of a
systematic filing of hard copies of relevant documents.
The Group had not experienced any major Year 2000
problems at the date of this report.

SPONSORS’ INTERESTS

As updated and notified by the Company’s sponsor,
DBS Asia Capital Limited (“DBS”), as at 31 March
2000 and 29 June 2000, respectively, neither DBS nor
its directors nor employees, had any interest in the

share capital of the Company.

Pursuant to the agreement dated 21 March 2000
entered with the Company, DBS received, and will
receive, fees for acting as the Company’s retained
sponsor for the period from 1 April 2000 to 31 March
2002.
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Report of the Directors

AUDIT COMMITTEE

The Company set up an Audit Committee (the
“Committee”) on 7 March 2000 with written terms of
reference for the purpose of reviewing and providing
supervision over of the financial reporting process
and internal control of the Group. The Committee
comprises two independent non-executive directors.
The Group’s financial statements for the period ended
31 March 2000 have been reviewed by the Committee,
who were of the opinion that such statements
complied with the applicable accounting standards,
the Stock Exchange and legal requirements, and that

adequate disclosures had been made.
AUDITORS

Ernst & Young retire and a resolution for their
reappointment as auditors of the Company will be

proposed at the forthcoming annual general meeting.
ON BEHALF OF THE BOARD

Yip Seng Mun

Chairman

Hong Kong
29 June 2000
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Report of the Auditors

Ell ERNST & YOUNG
R & g FE B O

To the members

PROSTEN TECHNOLOGY HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages
31 to 73 which have been prepared in accordance
with the basis of presentation as set out in note 1 to

the financial statements.

RESPECTIVE RESPONSIBILITIES OF
DIRECTORS AND AUDITORS

The Company’s directors are responsible for the
preparation of financial statements which give a true
and fair view. In preparing financial statements which
give a true and fair view it is fundamental that
appropriate accounting policies are selected and
applied consistently. It is our responsibility to form
an independent opinion, based on our audit, on those

statements and to report our opinion to you.
BASIS OF OPINION

We conducted our audit in accordance with Statements
of Auditing Standards issued by the Hong Kong
Society of Accountants. An audit includes an
examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial
statements. It also includes an assessment of the
significant estimates and judgements made by the
directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate
to the Company’s and the Group’s circumstances,

consistently applied and adequately disclosed.
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Report of the Auditors

We planned and performed our audit so as to obtain
all the information and explanations which we
considered necessary in order to provide us with
sufficient evidence to give reasonable assurance as to
whether the financial statements are free from material
misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information
in the financial statements. We believe that our audit

provides a reasonable basis for our opinion.

OPINION

In our opinion the financial statements, prepared on
the basis set out in note 1 to the financial statements,
give a true and fair view, in all material respects, of
the state of affairs of the Company and of the Group
as at 31 March 2000 and of the consolidated profit
and cash flows of the Group for the period from 22
November 1999 (date of incorporation of the
Company) to 31 March 2000 and of the pro forma
combined profit of the Group for the year ended 31
March 2000 and have been properly prepared in
accordance with the disclosure requirements of the

Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
Hong Kong

29 June 2000
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Consolidated Profit and Loss Account

Period from 22 November 1999
(date of incorporation of the Company) to 31 March 2000

1k 1 [
Consolidated Pro forma combined
A 5 % £ P
For the (Note 1)
period from (Mt 1)
22 November
1999 to For the For the
31 March year ended year ended
2000 31 March 31 March
—JLLIu4E 2000 1999
+—-H=+=H BE H,E
B _RBRIE R — JLILILAE
=H=+—H =ZHA=+—H =H=+—H
1= IR A4E 14
Notes HKS$°000 HKS$°000 HKS$°000
Bt 7 F it oC T 5 oC T or
TURNOVER BEH 6 13,981 206,766 161,133
Cost of sales B 8 AR (7,983) (141,296) (118,729)
Gross profit EF) 5,998 65,470 42,404
Other revenue HAd g A 471 1,210 529
Distribution costs 43 81 AR (244) (2,923) (3,112)
Administrative expenses 17 BB % (2,334) (28,597) (21,509
PROFIT FROM BEEW
OPERATING Yt A
ACTIVITIES 7 3,891 35,160 18,317
Finance costs B Es & H 8 61 (745) (821)
PROFIT BEFORE TAX B B Wiy v A 3,830 34,415 17,496
Tax B IH 10 (410) (2,179) (2,492
NET PROFIT FROM IR B HE A
ORDINARY H % & %
ACTIVITIES #li A
ATTRIBUTABLE
TO SHAREHOLDERS 11 3,420 32,236 15,004
Dividends & B 12 = (20,000) (13,000)
RETAINED PROFIT FOR MW &
THE PERIOD Yt A 22 3,420 12,236 2,004
EARNINGS PER SHARE Bt & A 13
Basic FEAR HK1.3 cents HK?7.6 cents HK3.5 cents

Other than the net profit for the period attributable to
shareholders, the Group had no recognised gains or
losses. Accordingly, a Consolidated Statement of

Recognised Gains and Losses is not presented in the

financial statements.
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Consolidated Balance Sheet

31 March 2000 ‘% = ’% ﬁ {Ei i%

Pro forma

combined

(Note 1)

Consolidated 1#7% & Bt
e (Kt et 1)

2000 1999
ZRERAE UL
Notes HK$°000 HK$°000
Bt 7 T F o0
NON-CURRENT ASSETS E RN g
Fixed assets i 5 & 14 11,614 1,355
CURRENT ASSETS o) ¥
Inventories & 16 2,645 1,333
Trade receivables JRE AT K 60,777 19,914
Bills receivable JE i ZE 4% 3,829 26,913
Prepayments, deposits TAAT O~ 5] 4
and other receivables T At 1 i 2k TR 3,974 1,984
Tax recoverable ] 4R [8] Bl 15 27 97
Due from a director GRS N 17 - 17,158
Pledged time deposits A LA E AR 10,766 2,193
Cash and bank balances B4 F AR AT &5 ik 371,248 16,910
453,266 86,502
CURRENT LIABILITIES it B £ 1%
Trade payables JRE ASF iR K 42,101 35,854
Bills payable JRE At 2 4% 16,735 20,966
Tax payable JRE A A T 2,569 1,038
Accrued liabilities, deposits JE T A TIRT 4
received and other payables T Ath JE A5 3K IH 9,198 5,156
Interest-bearing bank loan, secured FIEMA B PTER 18 - 7,488
Finance lease payables JRE AR il 5 B 19 — 164
70,603 70,666
NET CURRENT ASSETS R B % A A 382,663 15,836
TOTAL ASSETS LESS B v B8AH W
CURRENT LIABILITIES i B 114 394,277 17,191
NON-CURRENT LIABILITY I R By 11 4
Deferred tax 5 SiE B I 20 457 102
393,820 17,089
CAPITAL AND RESERVES B A B Gk
Share capital iz 21 51,125 10,845
Reserves it e 22 342,695 6,244
393,820 17,089
Yip Heon Wai ¥ i # Yip Heon Keung ¥ |if 3
Director # F Director # 3
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Consolidated Cash Flow Statement | 5% & B & i & #*

Period from 22 November 1999 — i JL‘iF +—H=Z+=H -
(date of incorporation of the Company) to 31 March 2000 (IKJIJ]/[FT'jﬂ et oL B 2 —FERE=A=+—H
1= 3 [A
Notes HK$°000
P 7 T it T
NET CASH INFLOW FROM B8RP
OPERATING ACTIVITIES B &G A 58 23(a) 1,731

RETURNS ON INVESTMENTS B % vl 31 %k & A
AND SERVICING OF FINANCE  Ji £ Il $§

Interest received B i A2 471
Interest paid 2 AT FLE 61D
Net cash inflow from 1 R W s % Pk
returns on investments T 45 1] i 2
and servicing of finance it A #E 410
TAX BLI =
INVESTING ACTIVITIES B
Acquisition of subsidiaries sz Ji Y g 2 ) 23(c) 13,366
Net cash inflow from & 5
investing activities B4 A A 13,366

NET CASH INFLOW BEFORE w24

FINANCING ACTIVITIES WA 15,507
FINANCING ACTIVITIES Bl ¥ NG W)
Proceeds from issue AT A
of share capital T 15 3K IH 23(b) 388,125
Share issue expenses BEAT T Ay 2 BA 32 23(b) (21,618
Net cash inflow from Tl B 2
financing activities B4 A 360,507
INCREASE IN CASH AND e RHAL%
CASH EQUIVALENTS i 2 3% m 382,014
Cash and cash equivalents W)z B4 K
at beginning of period Ba % EY =
CASH AND CASH W %2 B4
EQUIVALENTS AT KB4
END OF PERIOD e i) 382,014
ANALYSIS OF BALANCES BREeERBAL%
OF CASH AND CASH 16 45 %
EQUIVALENTS 4 B
Cash and bank balances & TSR AT &5 Bk 382,014
382,014
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Balance Sheet %
31 March 2000 £ X ﬁ =}
B2 e =] H

Notes HK$’000
I 22 T #H T
NON-CURRENT ASSETS I R Wy % A
Interests in subsidiaries A B oy 7 22 HE R 15 393,899
CURRENT ASSET it )
Cash and bank balances e NMERTT &5 65
CURRENT LIABILITIES it ) £ 4%
Accrued liabilities JE G & S H Al
and other payables JRE Wi K IH 3,852
NET CURRENT LIABILITIES LU RER R ] (3,787
390,112
CAPITAL AND RESERVES ¥ A K fif A
Share capital il 21 51,125
Reserves it A 22 338,987
390,112

Yip Heon Wai

Director

5 i 4
FE

Yip Heon Keung
Director

ZE 1) 90

*F

@ REMrgasRAes 1999/2000 +#




Notes to Financial Statements
31 March 2000

GROUP REORGANISATION AND BASIS OF
PRESENTATION OF FINANCIAL STATEMENTS

The Company was incorporated in the Cayman
Islands on 22 November 1999 as an exempted
company with limited liability under the
Companies Law (1998 Revision) of the Cayman
Islands. Pursuant to a reorganisation scheme
to rationalise the structure of the Group in
preparation for the public listing of its shares
the

Company became the holding company of the

in March 2000 (the “Reorganisation”),

companies now comprising the Group (as
detailed in note 15) on 7 March 2000. This
was accomplished by acquiring the entire
issued share capital of Prosten (BVI) Limited
(“Prosten (BVI)”) in consideration of and in
exchange for the Company’s allotted and issued
of the

Reorganisation and of the subsidiaries acquired

share capital. Further details
pursuant thereto are set out in notes 21 and
15 to the financial statements, respectively, and
in the Company’s prospectus dated 21 March

2000.

The Group’s financial statements are presented

using the following bases:

i. The consolidated profit and loss account
includes the results of the Company for
the period from 22 November 1999 (date
of incorporation of the Company) to 31
March 2000 and the post-acquisition
results of its subsidiaries for the period
from 7 March 2000 (date of completion
of the Reorganisation) to 31 March 2000,
in accordance with the new Hong Kong
Statement of Standard Accounting

Practice (“HKSSAP”) 27 “Accounting for

group reconstructions”, as referred to in

note 3.
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Notes to Financial Statements

31 March 2000

GROUP REORGANISATION AND BASIS OF
PRESENTATION OF FINANCIAL STATEMENTS

(continued)

iii.

For information purposes, the pro forma
combined profit and loss accounts for
the two years ended 31 March 2000
include the results of the Company and
its subsidiaries with effect from 1 April
1998 or since their respective dates of
incorporation/establishment, where this
is a shorter period, on a combined basis
as if the current Group structure had
been in existence throughout the two
years ended 31 March 2000.

The consolidated balance sheet as at 31
March 2000 is prepared based on the
current Group structure which was in
place at that date, and for information
purposes the comparative amounts for
31 March 1999 have been prepared on
a combined basis as if the current Group

structure had been in place at that date.

The consolidated cash flow statement
of the Group includes the cash flows of
the Company for the period from 22
November 1999 (date of incorporation
of the Company) to 31 March 2000 and
the post-acquisition cash flows of its
subsidiaries for the period from 7 March
2000 (date of completion of the
Reorganisation) to 31 March 2000. A
comparative consolidated cash flow
statement is not presented because the

Group did not exist at that date.
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Notes to Financial Statements
31 March 2000

GROUP REORGANISATION AND BASIS OF
PRESENTATION OF FINANCIAL STATEMENTS

(continued)

Although the reorganised Group structure did
not legally exist until 7 March 2000, the
directors consider that it is appropriate to
present pro forma combined profit and loss
accounts and a pro forma combined balance
sheet on the bases as set out in notes (ii) &
(iii) above since the principal activities of the
Group were carried out by those subsidiaries
summarised in note 15 prior to, and after the
completion of the Reorganisation.

The Company was incorporated on 22
November 1999, accordingly no comparative
amounts for 1999 have been presented for the

Company’s balance sheet.
CORPORATE INFORMATION

During the period, the Group was involved in
the provision of broadband data networks and
Internet backbone solutions, applications
software, e-commerce solutions and related IT

consultancy services.

IMPACT OF REVISED AND NEW HONG KONG
STATEMENTS OF STANDARD ACCOUNTING
PRACTICE (“SSAPs”)

Since the issue of the Company’s prospectus
on 21 March 2000, the following SSAPs have
been adopted for the first time in the
preparation of the current period’s consolidated
financial statements, together with a summary

of their major effects.

o HKSSAP 1: Presentation of financial
statements
] HKSSAP 27: Accounting for group

reconstructions

A3
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Notes to Financial Statements
31 March 2000

IMPACT OF REVISED AND NEW HONG KONG
STATEMENTS OF STANDARD ACCOUNTING
PRACTICE (“SSAPs”) (continued)

HKSSAP 1 prescribes the basis for the
presentation of financial statements and sets
out guidelines for their structure and minimum
requirements for the content thereof. The
formats of the profit and loss account and the
balance sheets as set out on pages 31, 32 and
34, respectively, have been revised in
accordance with the HKSSAP. Additional
disclosures as required are included in the

supporting notes thereto.

HKSSAP 27 specifies the conditions whereby a
group reconstruction should be accounted for
using the merger basis of accounting or in
other circumstances using the acquisition
method of accounting. For these financial
statements, as further explained in the
accounting policy note below, acquisition
accounting has been adopted as the basis of

consolidation.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation

These financial statements have been prepared
in accordance with Hong Kong Statements of
Standard Accounting Practice, accounting
principles generally accepted in Hong Kong
and the disclosure requirements of the Hong
Kong Companies Ordinance. They have been

prepared under the historical cost convention.
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Notes to Financial Statements
31 March 2000

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of consolidation

The consolidated financial statements include
the financial statements for the period ended
31 March 2000. The results of subsidiaries
acquired or disposed of during the period are
consolidated from or to their effective dates of

acquisition or disposal, respectively.

All significant intercompany transactions and
balances within the Group have been

eliminated on consolidation.
Subsidiaries

A subsidiary is a company in which the
Company, directly or indirectly, controls more
than half of its voting power or issued share
capital, or controls the composition of its board

of directors.

Interests in subsidiaries are stated at cost unless,
in the opinion of the directors, there have been
permanent diminutions in values, when they
are written down to values determined by the

directors.
Goodwill

Goodwill arising on the consolidation of
subsidiaries represents the excess purchase
consideration paid over the fair values ascribed
to the net underlying assets acquired and is
eliminated against reserves in the period of

acquisition.

On the disposal of subsidiaries, the relevant
portion of attributable goodwill previously
eliminated against reserves is written back and
included in the calculation of the gain or loss

on disposal.
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Notes to Financial Statements

31 March 2000

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition

Revenue is recognised when it is probable that

the economic benefits will flow to the Group

and when the revenue can be measured

reliably, on the following bases:

(a)

(b)

(o)

when the
of

ownership have been transferred to the

on the sale of goods,

significant risks and rewards
buyer, provided that the Group maintains
neither managerial involvement to the
degree wusually associated with
ownership, nor effective control over the
goods sold;
installation, system development and
system design service income, when the
relevant services have been rendered;

and

interest income, on a time proportion
basis taking into account the principal
outstanding and the effective interest rate

applicable.
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Notes to Financial Statements
31 March 2000

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated
depreciation. The cost of an asset comprises
its purchase price and any directly attributable
costs of bringing the asset to its working
condition and location for its intended use.
Expenditure incurred after the fixed assets have
been put into operation, such as repairs and
maintenance, is normally charged to the profit
and loss account in the period in which it is
incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted
in an increase in the future economic benefits
expected to be obtained from the use of the
fixed asset, the expenditure is capitalised as

an additional cost of that asset.

Depreciation is calculated on the straight-line
basis to write off the cost of each asset over
its estimated useful life. The principal annual
rates used for this purpose are as follows:

Leasehold improvements ~ 30% or over the lease terms,

whichever is shorter

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

The gain or loss on disposal or retirement of a
fixed asset recognised in the profit and loss
account is the difference between the net sales
proceeds and the carrying amount of the

relevant asset.

W oB Wk W

“EEEHE=A=+—H
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Notes to Financial Statements
31 March 2000

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leased assets

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

rate of charge over the lease terms.
Operating leases

Leases where substantially all the rewards and
risks of ownership of assets remain with the
lessor are accounted for as operating leases.
Rentals applicable to such operating leases are
charged to the profit and loss account on the

straight-line basis over the lease terms.
Inventories

Inventories are stated at the lower of cost and
net realisable value after making due
allowances for obsolete and slow moving items.
Cost is determined on a first-in, first-out basis.
Net realisable value is based on the estimated
selling prices less any estimated costs to be

incurred on disposal.
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Notes to Financial Statements
31 March 2000

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Deferred tax

Deferred tax is provided, using the liability
method, on all significant timing differences to
the extent that it is probable that the liability
will crystallise in the foreseeable future. A
deferred tax asset is not recognised until its

realisation is assured beyond reasonable doubt.
Foreign currencies

Foreign currency transactions are recorded at
the applicable rates of exchange ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies at the
balance sheet date are translated at the
applicable rates of exchange ruling at that date.
Exchange differences are dealt with in the profit

and loss account.

On consolidation, the financial statements of
overseas subsidiaries are translated to Hong
Kong dollars at the applicable rates of exchange
ruling at the balance sheet date. The resulting
translation differences are included in the

exchange fluctuation reserve.
Pension costs

The Group has joined a mandatory central
pension scheme organised by the PRC
government for its PRC employees, the assets
of which are held separately from those of the
Group. Contributions made are based on a
percentage of the eligible employees’ salaries
and are charged to the profit and loss account
as they become payable, in accordance with
the rules of the scheme. The employers’

contributions vest fully once they are made.

W oB Wk W

“EEEHE=A=+—H
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Notes to Financial Statements
31 March 2000

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Related parties

Parties are considered to be related if one party
has the ability, directly or indirectly, to control
the other party, or exercise significant influence
over the other party in making financial and
operating decisions. Parties are also considered
to be related if they are subject to common
control or common significant influence.
Related parties may be individuals or corporate
entities.

Cash equivalents

Cash equivalents represent short term highly
liquid investments which are readily convertible
into known amounts of cash and which were
within three months of maturity when acquired,
less advances from banks repayable within
three months from the date of the advance.

RELATED PARTY TRANSACTIONS

The Group had the following material
transactions with related parties during the
period:

(1) Certain banking facilities of one of the
Company’s subsidiaries were secured by
a property owned by Mr. Yip Heon Wai
(“Mr. Dennis Yip”) and Ms. Chan Fu
Kuen, Gladys (“Ms. Gladys Chan”) and
joint and several guarantees executed
by them. Mr. Dennis Yip and Ms. Gladys
Chan are directors of the Company.

(i)  The Group incurred a bank interest
expense for a bank loan drawn on behalf
of Mr. Dennis Yip and Ms. Gladys Chan
at no consideration under certain

banking facilities referred to in (i) above.
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Notes to Financial Statements .
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5.  RELATED PARTY TRANSACTIONS (continued) 5. Bl AN 1385 (#)
B B RAT RO AN T A AE
t A G AR AR (THBschr]) Al
ST ([ AIZEM ) | T Al 48 2 8
Company’s shares on the Growth Enterprise AR > bRl HE P S A 5 £ IR fi
Market (“GEM”) of The Stock Exchange of Hong % o
Kong Limited (the “Stock Exchange”).

The above security and personal guarantees
were released when the corresponding bank
loan was repaid prior to the listing of the

6. TURNOVER AND REVENUE 6. BEHBEWA

w SRR PR E B R BT R I R S AR

FOBRIR & Prdn- &R (W A) K2
EFE- A EBEANAF R Z ER

Turnover represents the net invoiced value of
goods sold, after allowance for returns and

trade discounts, business tax, where applicable,

and services rendered. All significant intra- 25 R ARG R 8K o
Group transactions have been eliminated on
consolidation.
An analysis of turnover and revenue is as BHEBRMAZ S HTINR
follows:
Group
A 4R
Consolidated Pro forma combined
B i % & BF
For the (Note 1)
period from (Bfat1)
22 November
1999 to For the For the
31 March year ended year ended
2000 31 March 31 March
—JULILAE 2000 1999
+—H=1+=H ) BE
BEREERE EERA — A
ZA=+—-H =ZA=+—H =H=+—H
1390 1A 1k 45 B 14
HK$°000 HK$°000 HK$°000
T & T T F# T
Sale of goods and B R
services rendered B2 IR R 5 13,981 206,766 161,133
Turnover ¥ 13,981 206,766 161,133
Interest income FILE Y A 471 1,130 417
Revenue e A 14,452 207,896 161,550
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Notes to Financial Statements

PROFIT FROM OPERATING ACTIVITIES

The Group’s profit from operating activities is
arrived at after charging/(crediting):

31 March 2000 v

7. RBXH RN

A A SEH s A A B Gt
A) T I TEAR A

Group
A4
Consolidated Pro forma combined
i i % 45 Pk
For the (Note 1)
period from (Ftat1)
22 November
1999 to For the For the
31 March year ended year ended
2000 31 March 31 March
— LI 2000 1999
+—H=1+=H R BE
2 ORRERE “RERE — LIS
EAZF=0 ZFZ1=0 ZA=F—0
1k 391 1 )3 1F 4
HK$°000 HK$°000 HK$°000
T3 7T T3 7T ¥ 7T
Depreciation: #res:
Owned fixed assets EREAE S < 72 534 1,003
Leased fixed assets & € E = 80 241
72 614 1,244
Operating lease rentals in el IR
respect of land ZREME
and buildings 4 222 2,668 2,743
Auditors’ remuneration A% S P < 83 838 128
Staff costs B T4
(excluding pension (A F 46
contribution and HRAR 5 Ik 3k K&
directors’ remuneration 3
(note 9)) (K7t o)) 760 10,723 9,023
Pension contributions FER N IE 11 410 20
Gain on disposal of th B T E A R
fixed assets, net RERETREE — — (80)

BEpargamen 1999/2000 4 #
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Notes to Financial Statements .

N
31 March 2000 U % ié

SEREFE=A=SF A
FINANCE COSTS 8. WHPH X
Group
A 4R
Consolidated Pro forma combined
B i % & BF
For the (Note 1)
period from (FtzE1)
22 November
1999 to For the For the
31 March year ended year ended
2000 31 March 31 March
—JuLILAE 2000 1999
+—H=+=H ) BE
B RERRE “RRRE — UL ILE
ZH=+—B ZHZ+—-H ZA=+ A
- 391 1A 1k 4E B 14
HK$°000 HK$°000 HK$°000
T T T # T T it T
Interest on bank loan ZRU AR TR 42 3
wholly repayable 18R 2 AT
within five years 61 716 785
Interest on finance leases il & A1 5 A S - 29 36
61 745 821

The above interest on a bank loan was incurred
in respect of a bank loan drawn by the Group
on behalf of Mr. Dennis Yip and Ms. Gladys

Chan, as referred to in note 5 above.
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Notes to Financial Statements

DIRECTORS’ REMUNERATION 9.

Directors’ remuneration, disclosed pursuant to

the Rules Governing the Listing of Securities

31 March 2000 v

o0 T 4

AR 7 AR g 3¢ P A1) S A 8 2 B i B
B B 4 w6 451 56 16116 2 B € K 5

on the GEM of the Stock Exchange and Section 2 7F1E:
161 of the Companies Ordinance, is as follows:
Group
A 45
Consolidated Pro forma combined
B i % 45 BF
For the (Note 1)
period from (Fftat1)
22 November
1999 to For the For the
31 March year ended year ended
2000 31 March 31 March
—LJLJLsE 2000 1999
+—H=1+=H mE Wz
e 2255 “ERERE —hILE
EHZ2F=0 ZFZ14=0 ZFA=F—0
1k 391 1A 1k 4 14
HK$°000 HK$°000 HK$°000
Tt T Tt T T T
Fees 4 = = =
Other emoluments: A T 4 -
Basic salaries, other HEA B
allowances and A G K
benefits in kind YA 25 335 2,098 1,201
Discretionary bonus T € A€ AL - 310 -
335 2,408 1,201

The above remuneration does not include the
interest expense for a bank loan drawn on
behalf of Mr. Dennis Yip and Ms. Gladys Chan

under certain banking facilities, as referred to

in note 5 above.

e P < S0 A 45 A 4R b SRR
STt 2 T R A7 i AR BE e Ik
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Notes to Financial Statements

31 March 2000

TS

CREREZA S H
10. TAX 10. B
Group
AL
Consolidated Pro forma combined
BaE it % & bF
For the (Note 1)
period from (FtzE1)
22 November
1999 to For the For the
31 March year ended year ended
2000 31 March 31 March
— LA 2000 1999
+—HA=+=H ) =z
BERERI “EERAE —RLANE
Zp=+—B ZA=Z+—B =A=+—H
k399 1 14 4R
HK$°000 HK$°000 HK$°000
T & T T # T T # T
Group: Z3 LK
Hong Kong Tk - 984 1,447
Elsewhere At b [ 55 840 797
55 1,824 2,244
Underprovision in 1 4F #5
prior years AR - - 248
Deferred tax — note 20 1R S Bl JH — B 3E 20 355 355 =
Tax charge for the WM ERZ
period/year B TE S 410 2,179 2,492

Hong Kong profits tax has been provided at
the rate of 16% (1999: 16%) on the estimated
assessable profits arising in Hong Kong during
the period. Taxes on profits assessable
elsewhere have been calculated at the rates of
tax prevailing in the countries in which the

Group operates, based on existing legislation,

interpretations and practices in respect thereof. i o

Tax recoverable represents provisional tax paid

in excess of the estimated tax liability of the

Group.
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Notes to Financial Statements
31 March 2000

E

B il
+—H

Bl

3

[1]

A

[1]

JBe S HE A H % S 5 s

NET LOSS FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS

B AREF—AZ+ZH (RA
A RE AR B ) B R AR = A
=+ — H 1k W 7 B IR R AR R 2
Z IR AL H H S5 s 48 4% 288,000

The net loss from ordinary activities attributable
to shareholders dealt with in the financial
statements of the Company for the period from

22 November 1999 (date of incorporation of

12.

the Company) to 31 March 2000 was JG e
HK$288,000.
DIVIDENDS 12. B
No dividend has been paid or declared by the YNSRI X S )
Company since the date of its incorporation. oE IR AT S
Group
7 4
Consolidated Pro forma combined
BAE it % & BF
For the (Note 1)
period from (Mt 1)
22 November
1999 to For the For the
31 March year ended year ended
2000 31 March 31 March
— LA 2000 1999
+—H=+=H B (S
BERERE RERA — LI
ZH=+—H ZAZ+—-B =ZA=+—H
AL 47 B I 12
HK$°000 HK$°000 HK$°000
T Tt G Tt
Dividends paid by A ) B 2 W
the Company’s A W) T
subsidiaries to their then IR A T 155
shareholders prior to the R 2 R 2
listing of the Company i@ - 20,000 13,000
- 20,000 13,000

Erpszrasmand 1999/2000 4
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13. EARNINGS PER SHARE 13. 5w p

BRI FE+—A =+ =H (AR
A gEM RS B B R EFF = A
= — H L HAA 2z A &) B
K E_ERLIFE = =+ —HIEF
i e EONEVENIE € SN

The calculation of basic earnings per share for
the period from 22 November 1999 (date of
incorporation of the Company) to 31 March
2000, together with the pro forma figures for
the year ended 31 March 2000, is based on the

following data:

Pro forma

Consolidated combined
B i % 5 BF
For the (Note 1)
period from (fftat1)
22 November
1999 to For the
31 March year ended
2000 31 March
— s 2000
+—H=+=H mRE
EORRRE RRERE
S Z2F=0 ZFZT9=0
1k 399 1A 14 B
HK$°000 HK$°000
T # T T T
Earnings il
Net profit attributable to FDAREE A
shareholders, used in the % 22 F) 2
basic earnings per share Ji R AL fati )
calculation 3,420 32,236
Shares Ji 5y
Weighted average number F DA FHE R AR
of shares in issue for BB Az
the purpose of basic E AT By
earnings per share JinHESF- 24
calculation 258,320,549 426,885,246
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Notes to Financial Statements
31 March 2000

EARNINGS PER SHARE (continued)

The weighted average number of shares used
to calculate both the consolidated earnings per
share for the period from 22 November 1999
to 31 March 2000 and the pro forma earnings
per share for the year ended 31 March 2000
include the pro forma issued share capital of
the Company, comprising 1,000,000 shares
issued on incorporation of the Company,
1,000,000 shares

consideration for the acquisition of the entire

issued as part of the

issued share capital of Prosten (BVID), the
capitalisation issue of 423,000,000 shares as
further described in note 21 and the 86,250,000

shares issued during the public listing.

The calculation of the pro forma earnings per
share for the year ended 31 March 1999 is
based on the pro forma combined profit
attributable to shareholders of the Company of
HK$15,004,000 and on the pro forma weighted
average number of shares in
425,000,000 during the year.

issue of

Diluted earnings per share for the period and
year ended 31 March 2000 and year ended 31
March 1999 have not been calculated because

no diluting events existed during these years.

BB ()

MLEHEE UL VE A==
HE -ZFEFE=H=+—HILHH
ZEAFRANRRE BT TE=
R=t—HIEFEEZHEERAF
& 3 I HE T B BB A A R 2 E B
BATIRAS (B4 A< 28 /) A 5 i ASZ H
W4T 21,000,000 B 43) ~ #8147 1E 5
& B Prosten (BVID) 4+ B 85 17 AR
i X 8 2 1,000,000 8 B B -
423,000,000 i & A5 b B2 47 B 43 (7 R,
Bt 5E 21) B i 2 B b TR B AT 2
86,250,000 1% B 14

BE-NANE=A=+—HBILEE
A 2 g B B R T 4% A ) IR R A
#5754 OF 1 Al 15,004,000%5 76 K 4 A
(AR Tl e o M 1 A S 7
425,000,000 % 5+ 5 -

WM BN RE TR = A
=t —HIEFEEREZE - LIUILE=
A=+—H1F &2 88 EY KRR
Fl o B B 7E 5% 55 4 FE I Jm s 2 AL
WA EH-
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Notes to Financial Statements .
31 March 2000 I‘ﬂ E-:-E

14. FIXED ASSETS 14. Pl %A

Group A 45

Office and
computer
equipment,
furniture

and fixtures

Leasehold /A % SLE i Motor
improvements B i~ B 1R, vehicles Total
AEMEEE HEAREE Hi it
HKS$'000 HK$’000 HK$’000 HK$’000
T T T T
Cost: A (:
Arising on acquisition W Y 2
of subsidiaries RS 38 11,513 135 11,686
At 31 March 2000 BoRRRAE
ZEHZEF—H 38 11,513 135 11,686
Accumulated depreciation: At
Provided during the period A T B Al 23 46 3 72
At 31 March 2000 RERERAE
=H=+—H 23 46 3 72
Net book value: W T 3%
At 31 March 2000 RERERAE
ZH=+—H 15 11,467 132 11,614
The net book value of the fixed assets of the W EEEFE=H=1—H> &AXEH
Group held under finance leases was nil as at WM EH T 2 B E EEZRm
31 March 2000. FHAFHEIT
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Notes to Financial Statements . .
31 March 2000 % i%

“EXEFHE=ZA=+—H
INTERESTS IN SUBSIDIARIES 15. AW )E A w2 i ok
Company b |
2000
“ERRRA
HK$°000
T # 7T
Unlisted shares, at cost EL Nl L ) S 27,445
Due from a subsidiary JRE Wi o Jeg A R Kk IE 366,454
393,899
The amount due from a subsidiary is unsecured, RiF 185 23 ) BT R 2 R PRI A 41K 4 K B )
interest-free and has no fixed terms of B HL A [ 2 R KO
repayment.
Particulars of the subsidiaries are as follows: BfF & > B 2 R B A0
Place of
incorporation/
establishment Paid-up/
and operations registered Attributable
Company AP A share capital equity interest Principal activities
AL B8 8l RE WA MR AN BB 4 e EX 3
Held directly:
EREHA
Prosten (BVI) Limited British Virgin US$21,025 100% Investment holding
Islands 21,025% G E'8 gl
KRR TS
Held indirectly:
&7
Prosten Technology Co. Hong Kong Ordinary 100% Trading of computer
Limited HK$1,000,000 equipment, software
REMSEARATA R L development, system
1,000,000 7T integration and system
development
consulting
B R
WA RS
PES A LT

@ Eapszgramad 1999/2000 4 #




Notes to Financial Statements
31 March 2000

19. FINANCE LEASE PAYABLES 19.

There were obligations under finance leases at

the balance sheet date as follows:

W

Tl AL A M A kO

A H > BE A B RE R A&
1A

Group
A 4R 1
Pro forma
combined
(Note 1)
Consolidated % & b
B (Wfat1)
2000 1999
ERRE —LILILEE
HK$°000 HK$°000
T T T
Amounts payable: ZETA T k1 B R
Within one year —4ER = 193
Total minimum finance o A% Al & FH B AT AR
lease payments o] - 193
Future finance charges KA & X - 29
Total net finance lease payables fil & il & FE 1+ {5 %8 44 8L — 164
Portion classified as BIAE B A 1E
current liabilities H A - (164
Non-current portion I Vi B E A = -

pEpgrraRad 1999/2000 4




Notes to Financial Statements

31 March 2000 I‘ﬂ ﬁi
CERERE=ZF=+—H
20. DEFERRED TAX 20. ¥E %t B
The principal component of the Group’s A 55 R E B IH A fif 2 B RS
deferred tax liabilities comprised mainly of RATIT BB B RGEH - A EH K
accelerated capital allowances. The Group and AR ] N7 AT AT B R R BB 2 R AT
the Company did not have any significant HE K-
unprovided deferred tax liabilities at the
balance sheet date.
Pro forma
combined
(Note 1)
Consolidated 2% & B
A (Bfat 1)
2000 1999
ZRRR —RASE
HK$°000 HK$°000
T T F# T
Balance at beginning of w
period/year EEH) &5 R - 102
Arising on acquisition of sz S )
subsidiaries 25w B 4% 102 -
Charge for the period/year
(note 10) [ A B S (Mt 10) 355 =
At 31 March BW=RA=+—H 457 102
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Notes to Financial Statements

31 March 2000 m H
—EBEEHE=A=+—H
SHARE CAPITAL 21. JgeAR
Shares BBy
2000
CRBRAE
HK$°000
F it o
Authorised: HERA:
2,500,000,000 shares of HK$0.10 each 2,500,000,000 % 4 % 1 (8 0. 105 76 2 R 250,000
Issued and fully paid: E#7 R RA:
511,250,000 shares of HK$0.10 each 511,250,000/ 4 B T {H0. 10 70 2 R 51,125

The following changes in the Company’s

authorised and issued share capital took place

during the period from 22 November 1999 (date

of incorporation of the Company) to 31 March

2000:

()

(b)

On incorporation, the authorised share
capital of the Company was HK$100,000
divided into 1,000,000 shares of HK$0.10
each. 999,999 shares were allotted and
issued nil paid and 1 share was allotted

and issued at par on 22 November 1999.

On 7 March 2000, the authorised share
capital of the Company was increased
from HK$100,000 to HK$200,000 by the
creation of a further 1,000,000 shares of
HK$0.10 each. On the same day, the
authorised share capital of the Company
was further increased from HK$200,000
to HK$250,000,000 by the creation of a
further 2,498,000,000 shares of HK$0.10

each.

R —A R RA
AR MR ) E CFEFE=A
Sb - H AR A R 2 R
B 17K th B 505 )

(a)  FAFEMRLSE B> AN A 2%k
FE AR B 100,000 I6 > 4 A
1,000,000 3% & % M (A 0.10% 7T
Z Iy o R — U ILILEE T —A
1= H > 999,999 & & iy L R
0B R e B K B AT T R
N R oy B A (R G B % B
17e

b NFERFE=HLH EH
Sh $# #1,000,0008% 4 i T (E
0.10% JC 2 Bl » AN 8 2 1 8
B A B 100,000 T F
200,000%5 JT © [/] H » #E 7 3% 5%
2,498,000,000 % 45 11 i {H 0.10
Wt By AR N 2k e
A H 200,000 o M &
250,000,000 JC

@ REMprgraRAss 1999/2000 4 #
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(o)

(d)

(e)

Notes to Financial Statements
31 March 2000

SHARE CAPITAL (continued)

On 7 March 2000, as part of the
Reorganisation described in note 1, the
Company (i) allotted and issued an
aggregate of 1,000,000 new shares of
HK$0.10 each credited as fully paid at
par and (i) credited as fully paid at par
an aggregate of the 999,999 shares
allotted and issued nil paid as set out in
(a) above, in consideration and in
exchange for the acquisition of the entire
issued share capital of Prosten (BVID).
The excess of the fair value of the shares
of Prosten (BVI), determined on the
basis of the consolidated net assets of
Prosten (BVI) at that date, over the
nominal value of the Company’s shares
issued in exchange therefor, amounting
to HK$27,245,000, was credited to the
Company’s share premium account as
detailed in note 22 to the financial

statements.

On 7 March 2000, a total of 423,000,000
shares of HK$0.10 each were allotted as
fully paid at par to the holders of the
shares on the register of members of
the Company in proportion to their
respective shareholdings at the close of
business on that date by way of
capitalisation the
HK$42,300,000 standing to the credit of

the share premium account of the

of sum of

Company, conditional on the share
premium account being credited as a
result of the new share issue by way of
placement on 24 March 2000.

On 24 March 2000, 75,000,000 shares of
HK$0.10 each were issued at HK$4.50
each to the public by way of placement
for a total cash consideration, before
expenses, of HK$337,500,000.

Prosten Technology Holdings Limited 1999 / 2000 Annual Report @

(d)

(e)

i

W oEEEE=ZHEH R
BfGE BT At 2 E AL 2 o —
3> AN w) () i T (B e 5% % 5%
74 451,000,000/ 4 % i {4
0.10% 7T 2 AR 1 AF 4502 8
By 5 B (i) BA R B8k 0 =X e
B AT 999,999 B 453 » 4 24 ik
fEProsten (BVID) & #B & #17 ik
A% 22 0 B AR B s M R (R
E ) B o Prosten
(BVD) A% H Z 48 & & & T H
f& %€ Prosten (BVD & 13 2 A °F
fE(E B AR A R A T Bk B A
BAT 2 B 2 WA BT 15 58 5
27,245,000 76 > B 5 A BHHS
M 5k 227 d AR A | 2 A TR
E R e

o EEFEEZALHER
B0 AR S B s R 2
42,300,000%5 7 B & A4S > 3 44
5 B R 4 2 I RO #% B B ¥
R [H] &5 AR Rr 2 5 B > 4% T (B
I 1 4 e 3% & £ 423,000,000 8%
A B 1T (0. 1095 76 2 B A7 >
MR ANFN FETFE=
HZ AU H 2% R A RN
= % B S R T B A I £ Vi MR
®IAEE

o EEEFEZH A
T W HE A 4,50 0 2 ]
& 18 8 N 135 4775,000,000
JB R Ay > & W BA SR 2 A8 B 4
fRAE %5 337,500,000 JG ©



Notes to Financial Statements N
31 March 2000 Ed‘ m ﬁ:'E
—EERE=FA=+—~
SHARE CAPITAL (continued) 21. JEAS (4)
€] On 24 March 2000, pursuant to the €3] W OEEFEN A M H

over-allotment Gick i Gl o e AW NN /4
R 4.50% 70 2 B - BN AT
11,250,000 % & & T {H 0. 1045
IG Z Wy > A FE B S HT 2 A
4 MR8 550,625,000 7T

arrangement, the
Company further issued 11,250,000
shares of HK$0.10 each at HK$4.50 each
for a total cash consideration, before
expenses, of HK$50,625,000.

A summary of the above movements in the bl AN ] B AT A 2 5 ) A A
issued share capital of the Company is as Lk
follows:
Number of
shares issued Par value
T 47 e 0 H Wi
HK$°000
F ik T
Share allotted and issued at A wE A B S B 4 T (E
par on incorporation fic 8 S 84T 2 Iy 1 =
Shares allotted and issued Rl A = N
nil paid on incorporation 7 BB 0T S 8
and subsequently credited BEAT B A% R i B
as fully paid at par for the Prosten (BVDZA:#f £
acquisition of the entire AT e A T 4 1 E
issued share capital of AR 5 A SR
Prosten (BVID) Z Ay 999,999 100
Shares issued as consideration 17 1E & Il
for the acquisition of the Prosten (BVI) 4=
entire issued share capital AT R A A
of Prosten (BVI) Z ety 1,000,000 100
Shares issued and credited as  fF A< A ] B 0 i E R
fully paid conditional on R B A7 i 5 T
the share premium account AR A% 3547
of the Company being AR5 1 7 B
credited as a result of the R Ry
subsequent share placement 423,000,000 -
New issue to public by way o7 L ) A RN
of placement B 75,000,000 7,500
Shares issued on AR 45 8 A I 4% 2 B
over-allotment BT Z WAy 11,250,000 1,125
Capitalisation of the share
premium account as set b SR B vk
out above R & Ak - 42,300
Share capital as at R REREZN
31 March 2000 =t H2ZBAR 511,250,000 51,125

Buppmaman 1999/2000 4%
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Notes to Financial Statements
31 March 2000

SHARE CAPITAL (continued)

The comparative Company share capital as at
31 March 1999 as shown on the pro forma
combined balance sheet represented the
aggregate nominal value of the share capital

of the Company’s subsidiaries as at that date.
Share options

Under the terms of the share option scheme
(the “Scheme”) adopted by the Company on 7
March 2000, conditional upon the listing of
the Company’s shares, the directors of the
Company are authorised at their absolute
discretion, to invite any employee, including
any executive director of the Company or any
of its subsidiaries, to take up options to
subscribe for shares of the Company. The
subscription price will be determined by the
directors, but may not be less than the highest
of the closing price of the shares on the GEM
of the Stock Exchange on the date of the grant
of the option or the average of the closing
price of the shares on the GEM of the Stock
Exchange for the five trading days immediately
preceding the date of the offer of grant of the
option or the nominal value of the shares. The
maximum number of shares in respect of which
options may be granted under the share option
scheme may not exceed, in nominal amount,
10% of the issued share capital of the Company
from time-to-time which have been duly
allotted and issued. The Scheme became
effective for a period of ten years commencing
on the listing of the Company’s shares. Further
details of the Scheme are noted in the
Company’s prospectus dated 21 March 2000.
No share options had been allotted under the
Scheme as at 31 March 2000.

g
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22.

Notes to Financial Statements

31 March 2000 ﬁj Fﬂ ?ﬁi
" RERE=A=+—H
RESERVES 22. ik
Group 7% 4 |
Share
premium Retained
account earnings Total
JBE Byt B Wit PR % A B
HK$°000 HKS$°000 HKS$°000
T T 7T T T
Issue of shares (note 21) BATRAY (Mt 21) 379,500 = 379,500
Capitalisation issue AT
of shares (note 21) edn (Bfat21) (42,300) - (42,300)
Shares issued as consideration #4171 £ Uit B
for the acquisition of the Prosten (BVI)4: &6
entire issued share capital O AT A UE
of Prosten (BVD) (note 21) Z ety (Wfat21) (200) - (200)
Arising on acquisition of W%WE/A\ )
subsidiaries (note 21) Fifs (Mfat21) 27,445 = 27,445
Share issue expenses BT A 2 (25,170) = (25,170)
Net profit for the period 9 R A6 A - 3,420 3,420
At 31 March 2000 RERRRAE
Z=H=+—H 339,275 3,420 342,695

EEpgnraman 1999/2000 4 #




Notes to Financial Statements

31 March 2000 i) Wk
CERERE=H=1+—H
22. RESERVES (continued) 22.  fik i (4%)
Share
premium Accumulated
Company account loss Total
AR ) Bt 4 i ] e Bl s 3 bkl
HK$°’000 HK$°000 HK$°000
T T T T T # T
Shares issued as consideration 471 £ W i
for the acquisition of the Prosten (BV)Z: #h
entire issued share capital CBITRAREZ
of Prosten (BVD) (note 21) et (Wit 21) (200 - (200)
Arising on acquisition of WA J B 8 2 )
subsidiaries (note 21) s (Mfat21) 27,445 = 27,445
Issue of shares (note 21) AT R A (it 21) 379,500 - 379,500
Capitalisation issue of shares &AL B ATy
(note 21) (Kt 7t21) (42,300) - (42,300
Share issue expenses BAT A A (25,170) - (25,170)
Loss for the period Y g 4R = (288) (288)
At 31 March 2000 RERFFRFEENA
=t+—H 339,275 (288) 338,987
(a)  The share premium account of the @ AR Z B EIREREG %

Company includes (i) shares issued at
premium and (ii) the difference between
the nominal value of the shares of the
Company issued in exchange for the
issued share capital of the subsidiaries
and the value of the underlying net
assets of the subsidiaries at the date they
were acquired by the Company. Under
the Companies Law (1998 Revision) of
the Cayman Islands, the share premium
the
shareholders of the Company provided

account is distributable to
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.
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23.

Notes to Financial Statements

31 March 2000

RESERVES (continued)

(b)

At 31 March 2000, in the opinion of the
directors, the reserves of the Company
available for distribution to shareholders
amounted to HK$338,987,000, subject to
the restrictions stated in note 22(a)
above.

NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT

(a)

Reconciliation of profit from
operating activities to net cash inflow
from operating activities

22. il (4)

) ATEEBEREZH=+—H:
G A NN W 6L e i
W2 fiti 5 5 338,987,000%5 I
M JH % 1 SC I R 22(a) B fr it 2
R il -

23. A BlE TR ERWEE

(@) HERHERMNEEERHZI
WA T BB R

Period from

22 November 1999
(date of incorporation
of the Company) to
31 March 2000

—hIET—H
Z+ZH (RaFH
R AR D
“EEREZN
Zt—HIEBH
HK$°000
T
Profit from operating activities 58 LTS U A 3,891
Interest income FIE e A (471)
Depreciation reg 72
Increase in trade receivables JREE WSS 3k e (11,743)
Decrease in bills receivable JRE o 2% 4% v D 189
Decrease in prepayments, TE A 3CTE -~ 5T 4 K
deposits and other receivables JFC Al 8 Wi K TH 8 D 8,935
Decrease in amount due B3N
from a director 1,621
Increase in trade payables JREE AF R R 8 3,670
Increase in bills payable JRE AF S5 5% 14 471
Decrease in accrued liabilities, fESE A &
deposits received and £ AT 4 K Ho Al
other payables JRE A 3¢ TR 2D (4,904)
Net cash inflow from REBEVZHE
operating activities AR 1,731

RapgErAmaa 1999/2000 4




Notes to Financial Statements

31 March 2000 % ié m :}i‘i

23. NOTES TO THE CONSOLIDATED CASH FLOW 23. #: & Bl 4o W B WxE (#)
STATEMENT (continued)

(b) Analysis of changes in financing (b) I S ) A
during the period

Share Interest-
capital bearing
and share bank
premium loan
JBeAS e JBe Oy ik B AR BT K
HK$°000 HK$°000
T # T T# T
Proceeds from shares issued AR 48 #] K 2 B 48 i
on initial public offering BEAT B A0y BT A5 U 4 388,125 -
Arising on acquisition of s Fi It B 2 )
subsidiaries Jir 15 27,445 7,266
Share issue expenses AT A 2 (25,170) =
Settled by the director o R KA - (7,266)
At 31 March 2000 REZFFREEN
=+—H 390,400 -
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Notes to Financial Statements
31 March 2000 m
H

&5 4 Bl 4 i Bk Mk (4

23. NOTES TO THE CONSOLIDATED CASH FLOW 23.
STATEMENT (continued)

(o) Acquisition of subsidiaries (c) B R ) A )
2000
“RRRAY
HK$°000
T T
Net assets acquired: [ YN < 9 RE I
Fixed assets ] € & 11,686
Inventories & 2,645
Trade receivables JRE Wi 3K 49,034
Bills receivable JE Wi 22 45 4,018
Prepayments, deposits FE AT K~ 7T & K
and other receivables At 18 Wi K TH 12,909
Tax recoverable A 7R [ A 1A 27
Due from a director EHLE K 8,887
Cash and bank balances B T 8RAT &5 13,366
Trade payables, accrued JRE A R R~ M S MR
liabilities, deposits 2 AT & K
received and other L At 8 5T
payables KIH (48,981)
Bills payable JHE AF 22 (16,264)
Tax payable JRE AT o 1H (2,514)
Interest-bearing bank HILMA B HRITER
loan, secured (7,266)
Deferred tax R S B IH (102)
27,445
Share premium (note 22) R 0y s A5 (Bf 2 22) (27,245)
200
Satisfied by: A I K
Issue of shares AT Ay 200

REfgrramAss 1999/2000 4 #




Notes to Financial Statements .
31 March 2000 I‘ﬂ
+-H
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23. NOTES TO THE CONSOLIDATED CASH FLOW 23. & Bl &R M ()
STATEMENT (continued)

(c) Acquisition of subsidiaries (continued) ()  WemRMEA A ()
Analysis of the net inflow of cash and L o i O R ) A B 2 B4 K
cash equivalents in respect of the B4 45 (E W IR A E T

acquisition of subsidiaries:

2000
“ERERE
HK$°000
T T
Cash and bank balances 45 B K%
acquired SRAT &5 iR 13,366
Net inflow of cash and L 15 i R B N )
cash equivalents in ARMZ &K
respect of the acquisition BEFHEYRA
of subsidiaries 33 13,366
The subsidiaries acquired during the HA 79 Wi B 2 R R D R A AR
period contributed HK$1,731,000 to the A 1,731,000% T 2 48 £
Group’s net operating cash inflow and B4 A T B 108 [ 19 A B
received HK$410,000 in respect of the Pl & AR 77 2R 410,000 IC
net returns on investments and servicing
of finance.
(d) Major non-cash transactions (d) FEIERERS
(€)) The consideration for the (i) A s R A R 2 AR
purchase of subsidiaries during B A BE AT A o 7 e iy 2
the period was settled by the T3 AT A B REAG HOR
issuing of the Company’s shares. S EEC) -
Further details of the acquisition
are set out in note (c¢) above.
(ii) During the period, the balance (ii) AR EHERE R AR
due from a director was fully % R AT K
settled by way of repayment of a Z R EHEE (R

bank loan by the director, as bR RES) o

detailed in note 5 above.
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25.

Notes to Financial Statements

31 March 2000

SETEE=A=+—
BANKING FACILITIES 24. HATWLE
As at 31 March 2000, the Group’s banking MNEFEEFFE=ZA =+ —H AEH
facilities were secured by fixed deposits in the 2 SRAT RE B AR 25 10,766,000% TG
aggregate amount of HK$10,766,000 and 278 WA R B AR ] BN |
corporate guarantees given by the Company B JE 2 7 4 1 2 4 PR AR HE A
and certain subsidiaries of the Company.
At 31 March 2000, the banking facilities utilised RZEEETF=H =+ —H - AKEH
by the Group amounted to approximately C 8 A Z 847l & 5 3t 423,088,000
HK$23,088,000. W5 G ©
COMMITMENTS 25. 7R
Group
A 4R 1
Pro forma
combined
(Note 1)
Consolidated % & O
B (Wfit 1)
2000 1999
ERRAE — L NE
HK$°000 HK$°000
T # T it T
Annual commitments payable AR5 A AT 5 8
in the following year under b R A
non-cancellable operating KB A 2 AT
leases in respect of land A RAE R A
and buildings expiring: HA P S
Within one year — 4N 1,201 403
In the second to fifth O E A AR
years, inclusive (45 5 B Wi 4F) 894 1,313
2,095 1,716

The Company had no commitments at the

balance sheet date.

JREEFH > AR Bl AT T AR A o

REAMEERARAT 1999/2000 44
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27.

28.

29.

30.

Notes to Financial Statements
31 March 2000

CONTINGENT LIABILITIES

The Group did not have any significant

contingent liabilities at the balance sheet date.

The Company has given corporate guarantees
in favour of certain banks to the extent of
HK$15,480,000 in respect of banking facilities

granted to certain subsidiaries of the Company.
LITIGATION

A wholly-owned subsidiary of the Company
has been involved in certain claims filed by
suppliers for the alleged breach of contractual
duties. After reviewing the merits of the claims
with legal counsel, the directors believe that
adequate provision for any liability which might
arise therefrom has already been made in the

financial statements.
ULTIMATE HOLDING COMPANY

In the opinion of the directors, the ultimate
holding company of the Company at the
balance sheet date was The New Millennium
Trust through its ultimate beneficial
shareholding in Greenford Company Limited,
Century Technology Holding Limited and

Bakersfield Global Corporation.
POST BALANCE SHEET EVENT

On 29 May 2000, 21,633,000 share options were
offered to executive directors and certain
employees of the Group under the Company’s
share option scheme as detailed in note 21
above. The options are exercisable at HK$1.52

per share prior to 28 May 2010.
APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved by the
board of directors on 29 June 2000.

g
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Notice of Annual General Meeting

Be K OE AE K |l ok

NOTICE IS HEREBY GIVEN that an Annual General #BHRERBERARAA ([A2H])
Meeting of the members of Prosten Technology #t FAIFEMHK —FXERFLHA _+/NHE
Holdings Limited (the “Company”) will be held at i # EF K = /0B B AW IR T8
Coral Room, 3/F., Furama Hotel Hong Kong, One  — 957 W5 & BB G )5 — A8t 3 5 Jd B2 47 11 oA
Connaught Road Central, Hong Kong on Friday, 28 4K :

July 2000 at 10:30 a.m. for the following purposes:

1. To receive and consider the Audited 1.

Consolidated Financial Statements and the
Reports of the Directors and of the Auditors
for the period from 22 November 1999 (date
of incorporation of the Company) to 31 March
2000;

2. To re-elect Directors and to authorise the Board 2.

to fix the Directors’ remuneration;

3. To re-appoint Auditors and to authorise the 3.

Board to fix their remuneration;

4. To consider as Special Business and, if thought 4.

fit, pass with or without amendments, the

following resolution as an Ordinary Resolution:

“THAT

(a) subject to paragraph (b) of this
Resolution, the exercise by the Directors
of the Company during the Relevant
Period (as hereinafter defined) of all the
powers of the Company to purchase
ordinary shares in the capital of the
Company on the Growth Enterprise
Market (the “GEM”) of The Stock
Exchange of Hong Kong Limited (the
“Stock Exchange”) or on any other stock
exchange on which the securities of the
Company may be listed and recognised
by the Securities and Futures
Commission and the Stock Exchange for
this purpose, subject to and in
accordance with all applicable laws and
the requirements of the Rules Governing
the Listing of Securities on the GEM of
the Stock Exchange or any other stock
exchange as amended from time to time,

be and is hereby generally and

unconditionally approved;
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Notice of Annual General Meeting

(b)

(o)

the total nominal amount of shares to
be purchased pursuant to the approval
in paragraph (a) above shall not exceed
10% of the total nominal amount of the
share capital of the Company in issue
on the date of this Resolution and the
shall be limited

said approval

accordingly; and

for the purpose of this Resolution,
“Relevant Period” means the period from
the passing of this Resolution until

whichever is the earlier of:

(i) the conclusion of the next Annual

General Meeting of the Company;

(i) the revocation or variation of the

authority given under this
Resolution by Ordinary Resolution
of the shareholders in general

meetings; or

(iii)  the expiration of the period
within which the next Annual
General Meeting of the Company
is required by the Articles of
Association of the Company or

any applicable laws to be held.”;

5. To consider as Special Business and, if thought

fit, pass with or without amendments, the

following resolution as an Ordinary Resolution:

“THAT

(a)

Subject to the following provisions of
this Resolution, pursuant to the Rules
Governing the Listing of Securities on
the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited,
the exercise by the Directors of the
Company during the Relevant Period (as

hereinafter defined) of all the powers
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Notice of Annual General Meeting

(b

(©

of the Company to allot, issue and deal
with additional shares in the capital of
the Company and to make or grant
offers, agreements and options which
would or might require the exercise of
such powers be and is hereby generally

and unconditionally approved;

the approval in paragraph (a) of this
Resolution shall be in addition to any
other authorisation given to the Directors
of the Company and shall authorise the
Directors of the Company during the
Relevant Period to make or grant offers,
agreements and options which would
or might require the exercise of such
powers during or after the end of the

Relevant Period,;

the aggregate nominal amount of share
capital allotted or agreed conditionally
or unconditionally to be allotted
(whether pursuant to an option or
otherwise); or by the Directors of the
Company pursuant to the approval in
paragraph (a) of this Resolution,
otherwise than pursuant to (i) a Rights
Issue where shares are offered to
shareholders on a fixed record date in
proportion to their then holdings of
shares (subject to such exclusions or
other arrangements as the Directors may
deem necessary or expedient in relation
to fractional entitlements or having
regard to any restrictions or obligations
under the laws of, or the requirements
of any recognised regulatory body or
any stock exchange in any territory
outside Hong Kong); or (ii) any option
scheme or similar arrangement for the
time being adopted for the grant or issue
to officers and/or employees of the
Company and/or any of its subsidiaries

of shares or rights to acquire shares in
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(d)

the capital of the Company; or (iii) any
scrip dividend or similar arrangement
providing for the allotment of shares in
lieu of the whole or part of a dividend
on shares of the Company in accordance
with the Articles of Association of the
Company, shall not exceed 20 per cent
of the aggregate nominal amount of the
share capital of the Company in issue
as at the date of the passing of this
Resolution and the said approval shall

be limited accordingly; and

for the purpose of this Resolution,
“Relevant Period” means the period from
the passing of this Resolution until

whichever is the earlier of:

(i) the conclusion of the next Annual

General Meeting of the Company;

(ii) the revocation or variation of the
authority given under this
Resolution by Ordinary Resolution
of the shareholders in general

meetings; or

(iii)  the expiration of the period
within which the next Annual
General Meeting of the Company
is required by the Articles of
Association of the Company or
any applicable laws to be held.”;

and

6. To consider as Special Business and, if thought

fit, pass with or without amendments, the

following resolution as an Ordinary Resolution:

“THAT the general mandate granted to the

Directors of the Company pursuant to

Resolution 5 above and for the time being in

force to exercise the powers of the Company

to allot shares and to make or grant offers,
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Notice of Annual General Meeting

agreements and options which might require
the exercise of such powers be and is hereby
extended by the total nominal amount of shares
in the capital of the Company repurchased by
the Company since the granting of a general
mandate to the Directors of the Company to
exercise the powers of the Company to
purchase such shares, provided that such
amount shall not exceed 10% of the total
nominal amount of the share capital of the
Company in issue on the date of this

Resolution.”

By Order of the Board
Chan Yim Kum

Company Secretary

Hong Kong, 29 June 2000

Notes:

(a)

(b)

The Register of Members of the Company will be
closed from Monday, 24 July 2000 to Friday, 28 July
2000, both days inclusive, during which period no
transfer of shares can be registered. In order to
qualify for attending the Meeting convened by the
above notice, all transfers accompanied by the
relevant share certificates must be lodged with the
Company’s Branch Share Registrar in Hong Kong,
Tengis Limited at 4th Floor Hutchison House, 10
Harcourt Road, Central, Hong Kong not later than
4:00 p.m. on Friday, 21 July 2000.

A member of the Company entitled to attend and
vote at the Meeting is entitled to appoint more than
one proxy to attend and vote on his behalf. A proxy
need not be a member of the Company. If more
than one proxy is so appointed, the appointment
shall specify the number and class of shares in
respect of which each such proxy is so appointed.
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(©) The instrument appointing a proxy and the power  (c) R BT R T 855 2 R o H b

of attorney or other authority, if any, under which it RESCHE (AT ) sA8 A w8 N0 B w8 B 2 T
is signed, or a notarially certified copy of such power 5 W 2 BB SO 2 R A BB R K &
or authority, must be lodged with the Company’s 6 7 SR AT IRy T A P A /NN RE 32 [ AR T 2
Branch Share Registrar in Hong Kong, Tengis Limited Vs A 8 OB T 40 IR S AR R A PR A A
at 4th Floor, Hutchison House, 10 Harcourt Road, M bk 2 7 s P ER B A 1058 AN e K JE 44 o

Central, Hong Kong not less than 48 hours before
the time fixed for holding the Meeting.

(D An explanatory statement setting out further  (d) — A B B4R T R R —

information regarding Resolutions 4 to 6 above will R 2 W R O ] R AR
be despatched to members with the 2000 Annual EIR AT T A R
Report.
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