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

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

The principal means of information dissemination on GEM is publication
on the internet website operated by the Exchange. Listed companies
are not generally required to issue paid report 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.

The Exchange takes no responsibility for the contents of this report, makes
no representation as to its accuracy or completeness and expressly disclaims
any liability whatsoever for any loss howsoever arising from or in reliance upon
the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Prosten Technology
Holdings Limited (the “Company”) collectively and individually accept full
responsibility, includes particulars given in compliance with the Rules Governing
the Listing of Securities on the GEM of the Exchange (the “GEM Listing Rules”)
for the purpose of giving information with regard to the Company. The Directors,
having made all reasonable enquiries, confirm that, to the best of their knowledge
and belief, (1) the information contained in this report is accurate and complete
in all material respects and not misleading; (2) there are no other matters the
omission of which would make any statement in this report misleading; and
(3) all opinions expressed in this report have been arrived at after due and
careful consideration and are founded on bases and assumptions that are fair
and reasonable.
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Corporate Profile 2 @&

The Group was founded in 1990 when Prosten Technology Co., Limited, a
wholly-owned subsidiary within the Group was established. It has become a
dominant player in its chosen markets and enjoyed a successful track record
in providing software and value added solutions, IT and networking services,
and large scaled integration services to telecommunication carriers and
enterprises. The holding company of the Group was first listed on GEM
(Stock Code 8026) in March 2000.

The Group currently has 120 employees with 6 branch offices in China with
operating offices in major cities including Beijing, Shanghai and Guangzhou.
Liaison offices are located in various provinces and cities in China to offer
customers on-site technical support.
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Heading into the Wind =
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Leadership is heading into the wind with such
knowledge of oneself and collaborative energy as to

move others who wish to follow.
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Chaiman’s
Statement
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Tough business conditions in China prevailed across of all business units of the Group
during this financial year. Throughout the year, IT and service provider market experienced
an unpredictable downward cycle. The conservative spending pattern by service
providers segment in China and its duration was unexpected by those of us in the
industry. Like many others in the industry, the Group experienced substantial declines in
revenues that adversely affected our results.

Despite the Group’s turnover had dropped in the 2003 financial year, comparing to last
year’s data, it had successfully increased its gross profit margin by 29%. If excluding the
amortization of an intangible asset, the gross profit margin would have been 38% for the
financial year of 20083. In addition, the Group had cut its net loss attributable to its
shareholders by approximately 33%. The Group continued to maintain a healthy financial
position with a current ratio of 5.5 and gearing ratio of 0% as at 31 March 2008.

Faced with continued market uncertainty, the Group has initiated changes in many areas
including financial management, internal control processes, customer management, and
sales and marketing strategy. The Group is going to translate, focus and align its
strategies into employees’ everyday action. The Group will remain customer centric by
focusing completely on helping our customers to improve their businesses, continue to
invest in high margin and recurring businesses, make reserves for new opportunities and
find new sources of revenue.

The Group has implemented strict measures in controlling fixed overhead costs. For
example, the Shanghai and Hong Kong offices were relocated to lower cost office
premises. Employees have agreed to enter new employment contract that links their
compensation directly with their performance. The Directors believe these actions were
necessary to enable the Group to remain competitive and sustainable in the market.

The Directors remain confident that the market will eventually turn around as service
providers strive for new service applications and enhance revenue opportunities. The
Group is well positioned with its application solutions based on KINETic™ products,
service products and expansion into the mobile value added services arena.

Going forward, the Group will continue to align its strategy to match new market realities.
Our first priority is to return to profitability. The Group has the strong foundation of
customer relationships, skilled employees, and sufficient cash to fund its operations. |
would also like to extend my gratitude and appreciation for the support from the board of
Directors and the understanding, resilience to change, loyalty and leadership of our
devoted employees and management staff.

Yip Seng Mun

Chairman

Hong Kong, 25 June 2003
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OPERATING RESULTS

Revenue and Gross Margin

For the financial year ended 31 March 2003, the Group recorded a
turnover of HK$31,692,000. Compared with last year’s turnover of
HK$100,679,000, it represented a decrease of approximately 69%.
During the year, the Group’s revenue from the broadband data
networks and Internet backbone solutions had decreased from
HK$95,644,000 to HK$27,674,000, representing a drop of 71%. The
remaining revenue came from provision of applications software and e-
commerce solutions and related IT consultancy services which amounted
to HK$3,132,000 and HK$886,000 respectively. The overall drop in the
turnover was due to tough economic environment especially in

telecommunications sector and keen competition in China.

Details of the information relating to different business segments of the

Group have been set out in note 4 to the financial statements.

The Group’s gross profit margin was 11.5% for the year under review
compared with that of 8.9% for the last year. The reason why the gross
profit margin could not achieve the Group’s expectation for the year
was because there was HK$8,413,000 amortisation of an intangible
asset included in the cost of sales and such amount represented
approximately 30% of the total cost of sales for the year. It significantly
affected the performance of the gross profit margin. If excluding the
amortisation of the intangible asset from the cost of sales, the Group’s
gross profit margin would have been 38%. The slight increase in gross
profit margin of the Group from 8.9% to 11.5% was attributable to the
increase in application software and service contracts that tend to have
a higher profit margin, when compared with the sales of hardware last
year. The Group will continue to put efforts on the high-margin

application software and service businesses in the foreseeable future.

Management’s Discussion and Analysis BB E & s &k 2
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Loss Attributable to Shareholders and Operating Expenses

The net loss from ordinary activities attributable to shareholders for the
year ended 31 March 2003 amounted to HK$110,538,000, representing
a decrease of approximately 33% compared with that of the previous
year. The decrease was not as much as the percentage drop in
turnover. This is mainly due to the following three reasons. Firstly, the
overall operating expenses, including selling and distribution costs,
general and administrative expenses, other operating expenses and
finance costs, did not decrease in proportion to the decrease in
turnover. Secondly, during the year the Group launched a large-scale
restructuring program, including a redundancy of 32% workforce,
consolidation of various offices and written-off assets as a result of
moving and closure of offices, in order to remain cost competitive.
Thirdly, the Group made provisions of impairment loss for a long-term
investment, an intangible asset and deferred development costs, and
provisions for inventories and doubtful debts for an aggregate amount
of HK$42,380,000.

Impairment Losses of a Long-term Investment, an Intangible
Asset and Deferred Development Costs

In recognition of economic difficulties worldwide and challenges
specifically faced by the telecommunications industry, the Group
adopted a prudent and conservative approach consistent with global
developments in reviewing its investment outlook. The Group made
provisions of impairment loss for a long-term investment, an intangible
asset and deferred development costs for a total amount of
HK$41,861,000.

As at 31 March 2003, an intangible asset was valued by an
independent firm of professional valuers using a discounted cash flow
method and the valuation for the intangible asset was about
RMB7,000,000 (approximately HK$6,600,000). By reference to the
valuation, the Group made a provision on impairment of the intangible
asset of HK$30,024,000 for the year ended 31 March 2003.

9 REMIERARAR —TT=FFH
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The Group also made a provision of impairment loss for a long-term
investment in the amount of HK$10,372,000. Details of the information
are set out under the paragraph headed “Significant Investments and

Disposals” below.

The deferred development costs for products were capitalised and
amortised according to the Group’s accounting policy. Since the
launching of the final developed products was delayed as a result of
changing customer needs and market conditions and no turnover for
the developed products was recognised in the year ended 31 March
2008, the Group provided an impairment loss of deferred development
costs of HK$1,465,000.

Financial Position, Liquidity and Financial Resources and Debt
Ratio

As at 31 March 2003, the Group’s total assets amounted to
HK$142,769,000, representing a decrease of HK$114,626,000 from
the previous year. Total liabilities amounted to HK$23,628,000,
representing a decrease of HK$4,105,000 from the previous year. The
Group had net current assets of HK$105,928,000 compared with that
of HK$159,782,000 as at 31 March 2002. The Group maintained a
healthy liquidity position with a current ratio of 5.5 as at 31 March 2003
(2002: 6.9).

During the year, the Group financed its operations mainly with its
operating revenue, internal resources, balance of proceeds from initial
public offering and banking facilities. The Group’s cash and bank
balances including pledged bank deposits was HK$91,664,000,
compared with last year of HK$133,910,000. The Directors believe that
the Group has adequate financial resources to support its business

objectives in the coming year.

Management’s Discussion and Analysis &2 & 51 # & 2 17
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The Group adheres to a prudent cash and financial management policy.
In order to achieve better cost controls and minimise cost of funds, the
Group’s treasury activities are centralised and the cash is generally
placed on deposits, mostly denominated in United States dollars and

Hong Kong dollars.

As at 31 March 2003, the Group had commitments of HK$5,562,000
(2002: HK$1,422,000) in respect of funding for certain research and
development projects, acquisition of fixed assets and investment in one

of its existing subsidiaries in China.

As at 31 March 2003, the Group was debt free as the full repayment of
bank loan was made during the year. Therefore, the Group’s gearing
ratio, as a ratio of total borrowings to shareholders’ fund was 0% (2002:
1%).

Capital Structure
The shares of the Company were first listed on GEM on 28 March
2000. There has not been any change to the capital structure of the

Company since that date.

Significant Investments and Disposals
The Group has no plans for material investments or acquisition of
capital assets other than those set out in the prospectus of the

Company issued on 21 March 2000 and set out below.

11 REMBRERERAR —TT=FFH

Management’s Discussion and Analysis BB E & &k 24

AEERBBEZRERMHEERE - BK
REHEEHENRAREEREEERAS - K
SEZHERDORTRER MRS —KE
WEFRTAFR LERBOUETRETLA

B o

R-ZTZ=F=A=+—0 AEEHAET
WERBEEARHEES  WEETEE - MU
RAFE R E— R A B A AlffEr 5,562,000
BT (ZETZF 1,422,000 70) 2 AFE ©

RZZEZE=ZF=ZA=+—HB ARAEEER
FREBHEERTER T EEE - At

A
AEBEEHBEL R (REEBERRESZ
HR)BO%(ZZEZT_F : 1%) °

BEXRE
ARABROR-_ZEZF AT \BERE
BIRRET - AARZERREEZAHEL
BEMEE -

EARERUHE
BRARAN-ZETBF=A -+ —-AMHEZ
ERERAMAR TXAEEN  ARELE
BERRESRBEREE ZFHE -



On 28 November 2002, the Group entered into an agreement
(“Agreement”) with an independent third party for the disposal of a 16%
equity interest in a Sino-foreign jointly-controlled entity in the PRC for an
aggregate consideration of HK$9,160,000. The transaction was not
completed in accordance with the terms of the Agreement and
therefore, the Group initiated a legal action against the purchaser for
specific performance and/or damages for breach of the Agreement on
31 March 2003. As at 31 March 2003, the Directors have decided to
make a full provision on impairment loss of HK$10,372,000 on its long-

term investment as the outcome of the court proceedings is uncertain.

Save as disclosed above, there had been no material acquisitions and
disposals of subsidiaries and affiliated companies by the Company

during the year under review.

Foreign Currency Exchange Exposure and Treasury Policies

Most of the Group’s trading transactions, assets and liabilities were
denominated in Hong Kong dollars, United States dollars and Renminbi.
As the exchange rates of United States dollars and the Renminbi to
Hong Kong dollars are fairly stable, the Directors believe that the impact
of the foreign exchange exposure of the Group is minimal and has no

significant adverse effect on the normal operations of the Group.

As at 31 March 2003, the Group had no significant exposures under
foreign exchange contracts, interest or currency swaps or other

financial derivatives.

Contingent Liabilities

As at 31 March 2003, the Group was granted banking facilities of
HK$13,268,000 that were secured by the Group’s bank deposits of
HK$3,909,000. As at 31 March 2003, the banking facilities utilised by
the Group amounted to HK$2,807,000. The Group had no other

material contingent liabilities.

Management’s Discussion and Analysis &2 & 51 # & 2 17
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Employees and Remuneration Policies

The total number of employees in the Group was 120 as at 31 March
2003 (2002: 176). The Group’s remuneration policy is basically
determined by the performance of individual employees. In addition to
salaries, employee benefits included medical scheme, pension

contributions and share option schemes.

BUSINESS DEVELOPMENT

The Group is focusing on higher-margin and recurring businesses
including IT and Networking Services, Application Solutions, and Mobile
Value Added Services (MVAS).

Solution integration has been one of the core competences and
strengths of the Group. The Group has been helping its customers to
maximize the return of their previous infrastructure investment by linking
the Group’s new product including services and application solutions to
their business needs. These new products have been well received by

the Group’s clients.

For the enterprise market, the Group was engaged in a number of
tenders from the China Construction Bank, including 2 high-end
networking and consulting services projects in Beijing and Shanghai.
Moreover, the Group has provided the China Construction Bank —
Hainan, a wireless information services platform aiming to bring mobile
banking services to the public. The Group’s service unit has also been
selected as a service partner by Cisco System and Equant to perform

network services for their customers.

For service provider market, the Group has won numerous contracts
from cable operators and carriers including China Mobile, China
Unicom, China Railcom, China Netcom and China Telecom. Throughout
the year under review, the Group has been increasing its emphasis on
services as a key focus with opportunity to expedite its growth by the
expansion of the Group’s services business and realize the services

opportunities.
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The Group has developed a new software solution for handling
electronic ticketing and distribution business. This is another industry to
which the Group’s extensive experience in e-commerce and mobile

technology can make a significant contribution.

To capture new revenue source, the Group has extended its reach into
the last-mile of the value chain by going into the mobile value added
service business. The Group’s products and services are now being
offered to the public mobile subscribers through the Group’s service

provider partners.

SALES AND MARKETING ACTIVITIES

With recent restructuring effort, the Group has put sales focus on both
national and regional levels in China. This action helps the Group to
better manage the sales target acquisitions and forecasts process. The
senior management has been conducting weekly sales meetings to
review and evaluate all targeted projects and new opportunities.
Numerous progress and financial reports have been generated to reflect
the actual progress, budgeted expenses and quota achievement.
Moreover, a performance-based incentive program was put in place
after careful consideration and design. It targets to improve the gross
margins and puts high yet realistic deliverables in place and aims to

create a culture of accountability within the Group.

To increase efficiency and resource utilisation, the Group has consolidated
the resource pool for three business units namely IT & Networking
Services, Software Solution and Solution Integrations. These business
units are supported by pre-sales professionals that consist of business
analysts, software engineers, network & system engineers and project
managers. Although the Group has consolidated the technical supporting
function across different business units, the Group has to remain
sensitive to the need for continual rebalancing in response to market

conditions.
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The Group has expanded into the Mobile Value Added Service (MVAS)
marketplace that became increasingly sophisticated in China. To cope
with the needs, the Group established dedicated sales, marketing and
technical teams to form a new strategic unit. However, the Group
continued to leverage its existing national and regional sales coverage,

and customer base to nourish the growth of the MVAS business unit.

The Group’s marketing strategy focuses on developing long-term
relationships with the Group’s new and existing customers in China by
providing them with on-going consulting services and related application
solutions to improve their business performance and productivity. The
Group has constantly been engaged in a number of marketing activities

including:

—

) conducting seminars and conferences;

2)  creating product brochures for new services and products;

3) creating advertisements and promotion with business partners;

4) analysing the needs of the Group’s customers and competitive

strategies.
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RESEARCH AND DEVELOPMENT

Due to its recent restructuring, the Group has decided to consolidate
the software development effort in Beijing where is being closer to the
sales team and customers. The new software development center is
now located in Beijing. As a result, the Shenzhen Software Development

Center was closed.

The Group has focused in developing customer-centric software
solutions based on existing kiINETic™ series of software solutions and
planned to selectively expand its research and development efforts

based on opportunities for growth.

Despite the consolidation, the Group never overlooks the quality
assurance on services and software products. The Group’s five wholly
owned subsidiaries have received ISO9001:2000 certification in January
2002 and March 2008 respectively. The Group has been one of the few
IT companies in the market that obtain these certifications for such
broad IT scope including; software design and development, provision
of network maintenance services, training services, project management,
design and implementation of multimedia data network infrastructure. In
addition, one of Group’s subsidiaries is in the process of obtaining the
re-certification by the Ministry of Information Industry of China for Level

2 Software Industry Certification.
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OUTLOOK

The Group experienced a difficult year of 2002 due to restructuring of
telecom service providers in China and global slowdown of telecom
spending. With the ending of Iragi war and fading out of SARS impacts,
the Chinese market is gaining its momentum of quick rebound in
telecom spending. The Group is confident and determined to grow its
business in the coming year with focus on the following high-margin

and growing business:

e  The Mobile Value-Added Service Unit will continue to expand its
customer base via introducing more value-added applications (e.g.
multimedia messaging system, gaming applications, content
developments, etc.) and cooperating with third-party content and

service providers.

e The Software Solution Unit will launch out customised application

solutions for new and existing client base.

e  The IT and Networking Services Unit will continue to increase its
engagement of network maintenance and optimisation projects

and expand upon its IT outsourcing services.

The Group will continue to strengthen its services as a key focus with
opportunity to expedite its growth by the expansion of its services

business and seizing the services opportunities.

The Group will continue to realign its directions to fulfill customer
demands and the changing market situations. In addition, it will also
continue to focus on streamlining its operations and reducing cash
expenses as well as strengthening its competitive edge and financial

performance.
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Whosoever desires constant success must change

conduct with the times.
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With the increasing convergence of the telecommunication and financial services

PrOd U Ct industries, the Group is well positioned to succeed given its unique competitive position

|_| : h | : ht in both industries. Several new products have been developed to reflect the Group’s new
|g |g S strategy in product development.

Solution products for service providers or operators:

Billing and Customer Care Platform - kiNETic" BillCare 4.0

e As the flagship product of the KINETic" product suite, KINETic™" BillCare has a
dozen installation sites throughout China with applications in broadband, VolP,
WLAN etc. In early 2003, the Group upgraded KINETic™ BillCare for comprehensive
support of WLAN web-based authentication and broadband Ethernet/ADSL access.

e BillCare 4.0 is completely Java-based and has seen enhancements in both
performance and scalability. Another addition to this new version is a tremendously
powerful business rule engine — enabling flexible changes to billing policy, including

promotions, with a consistent and user-friendly interface.

e-commerce operation platform - kiNETic"" Switcher

It is an ideal solution for the enterprises and service providers to create a convergent e-
commerce operation platform. Incorporated with advanced CTI (Computer and Telephony
Integration) and IVRS (Interactive Voice Responding System) technologies, the core
architecture of KINETic'" Switcher lies in its universal switching engine which is capable of
supporting devices-to-applications and application-to-application interconnections. It also
supports various e-commerce business models, such as Business-to-Business, Business-

to-Consumer, Business-to-Business-to-Consumer.

Content Aggregator & Personalization Platform — kiNETic™ Publisher 2.0
KINETic™ Publisher is a carrier-grade content management platform for ICP’s

and large-scale service providers to better manage the issue of content

aggregation and personalization. It provides a robust platform for our customers

b to syndicate, aggregate, and format the contents so that the contents can be

mm delivered to the wireless users using SMS, MMS and WAP.

E
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PrOd UCt Solution products for enterprises:
|_| i g h | i g htS BISP (Banking Information Services Platform)

To cater for the specific needs of financial institutions, the Group has consolidated
several popular products into an all-integrated Banking Information Services
Platform (BISP). The platform has a modular design and can be seamlessly
integrated with our clients’ existing mobile banking and internet banking systems.

The key benefit of using the BISP platform includes:

¢ Lower operating and channel cost due to higher percentage

of self services and a shift from high cost channels (such as

Data Base

-

branches) to lower cost channels (Internet and Mobile

Interface to Banks/
Merchants

Banking)

¢ A scalable communication platform enabling critical information

SMS wAP K-JavalJzME
Gateway Gateway Gateway

to be distributed to customer anytime, anywhere, through any

devices

Unison Security Solution

Since large enterprises and financial institutions continue to leverage IT to boost productivity
and lower cost, it is not uncommon for these enterprises to own and to operate a large
number of applications — sometimes over 400 applications in some major banks. IT officers
have to ensure that all these applications are in compliance of the enterprise security
standards while also making sure that the IT department is providing excellent services to
end users. As a result, this is a tremendous challenge to the IT officers as heightened

security typically compromises user convenience.

To help our clients address these issues, the Group introduced Unison AccessMatrix
(UAM) in early 2003. UAM is a comprehensive enterprise security platform that provides
application access control, single sign-on, powerful security administration and audit

capabilities. Benefits of using UAM includes:

1. Enforcing enterprise-wide security standards

2.  Simplifying user administration for better services and lower operating cost for the IT

department

3. Platform independent for seamless integration into existing IT infrastructure
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P d t e-ticketing system
rO U C The Group has identified that the ticketing and distribution business is another industry to

| | i g h | i g htS which the Group’s extensive experience in e-commerce and mobile technology can make

a significant contribution.

There are two major deficiencies in China’s ticketing business today — labor-intensive and
very little means of electronic settlement. e-ticketing is a state-of-the-art ticketing platform
that contains:

1. Internet booking platform — including internet and mobile phone booking capabilities;
2. Self-service capabilities for the agencies and theatres;

3. Electronic settlement;

4. Paper-less ticket using a SMS-based barcode image;

5. Micro-payment capability where the payment of the ticket will be drawn directly from

the subscriber’s bank account.
Highlights of UniCare service products
In the early days of the telecommunication built-up, the Group worked with its clients to
design and build the network infrastructure. Today, the Group is helping the clients to

maximize the return on their network investment by linking our UniCare service products

to their business needs.
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Product
Highlights

UniCare Network Maintenance Services

UniCare Network Maintenance Services is a high-end service product that is tailor-made
to the specific needs of each client. Clients can choose from a list of well-defined service
modules which includes health check module, trouble-shooting module, spare parts

module, onsite service module, optimization & consulting module and training.

UniCare Outsourcing Services

Many leading companies have chosen the Group as an outsourcing partner to work with
them on delivering a wide variety of IT services to Fortune 500 companies in China.
Leveraging the Group’s extensive experience and scalable UniCare service platform in
China, our clients, including Cisco Systems, Equant, and Shanghai Unicom, are able to

significantly expand the presence and improve service response time.

UniCare Network Consulting and Optimization Services

In the past, carriers typically enhanced the performance and reliability of their networks by
installing new equipments. However, as carriers look for higher return on their investment,
they have begun to look for alternatives. UniCare Network Optimization service provides
a cost-effective solution to upgrade network performance and to improve network

stability.
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Directors and Main Officers EER T ETHAE

Executive Directors

Mr. Yip Seng Mun aged 72, 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 45, 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 lowa 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.

Mr. Yip Heon Wai aged 42, 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 lllinois State University, USA. Mr. Yip is a son of Mr. Yip Seng Mun and a
brother of Mr. Yip Heon Ping and Mr. Yip Heon Keung.

Mr. Yip Heon Keung aged 33, is an executive Director of the Group in
charge of strategic alliances with vendors and business partners. He is a
PMD graduate from Harvard University and 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 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.

Non-executive Director
Mr. Clement Lau aged 44, is the non-executive Director of the Company.

Mr. Lau holds a Ph.D. from Canada and has more than 13 years’ experience

in the information technology industry.
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Directors and Main Officers EER T ETHAE

Independent Non-executive Directors

Mr. James T. Siano aged 43, was appointed as an independent non-
executive Director in March 2000. He holds a master’s degree in business
administration from Pace University, USA and 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 22 years’ experience in sales, marketing and finance, including

twelve years in Hong Kong.

Mr. Au Shing Kwok aged 62, was appointed as an independent 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 and a member of Institute of
Engineers (Australia) since 1969. Mr. Au has worked as a building services
consulting engineer before and involved in the design and project management
of building services for a number of major buildings in Hong Kong, the PRC

and overseas.
Main Officers

Ms. Diana Ling-Fung Jen is the Chief Financial Officer of the Group and is
in charge of the Group’s overall financial matters. Ms. Jen holds a master
degree in taxation and a bachelor’s degree in accounting. She has been with
big four public accounting firms for over 14 years and is an associate
member of the Hong Kong Society of Accountants and American Institute of
Certified Public Accountants. She is also a certified public accountant in
China.

Ms. Cheung Ka Yee is the Financial Controller of the Group and is in charge
of the accounting department in Hong Kong and China. Ms. Cheung holds a
diploma in accountancy from Hong Kong and is a fellow member of The
Chartered Association of Certified Accountants and an associate member of
the Hong Kong Society of Accountants. She has over 11 years’ experience
in accounting, auditing, taxation and finance. Ms. Cheung joined the Group
in April 2002.

Ms. Lo Oi Ling is the Company Secretary of the Group and is in charge of
the Group’s overall company secretarial matters. Ms. Lo holds a master
degree in business administration from the United Kingdom and is a member
of the Institute of Chartered Secretaries and Administrators and the Hong
Kong Institute of Company Secretaries. She has more than 12 years’
experience in the company secretarial field.
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Report of the Directors EEE# %

The Directors present their report and the audited financial statements of the

Company and of the Group for the year ended 31 March 2003.

Principal activities

The principal activity of the Company is investment holding. Details of the
principal activities of the principal subsidiaries are set out in note 19 to the
financial statements. There were no changes in the nature of the Group’s
principal activities during the year.

Results and dividends

The Group’s loss for the year ended 31 March 2003 and the state of affairs
of the Company and of the Group at that date are set out in the financial

statements on pages 45 to 90.

The Directors do not recommend the payment of any dividend for the year
ended 31 March 2008.

Summary financial information

The following is a summary of the published results of the Group for each of

the five years ended 31 March 2003 and the assets and liabilities of the

EXFREUREANARAKEEBE_TZ=F=H
St-RLEFEZHRERKERHBRE -

RARARZEBEBEARERRE - SETENBLRAGIZE
DERFBIANVBERENTI0 - FR - AEBEZ
TEEBUHETETANE -

XERBRE
AEBHE-_ZT=-F=-A=1+—HIEEZEER
RAREAEBEZB 2V BRRAH N EISZEEINE

ZHBHERA

EXTEENBE_FT
FEMBS -

—F=-A=t-HLFEK

BBENEE

AEEBE_ZZ=F-A=t-RALAEFESF
ZERHEAERAKEER_ZE=F=-A=1t—8"

Group as at 31 March 2003, 31 March 2002, 31 March 2001 and 31 March —ZTZ-#=Zf=+—-H  —ZT—F=ZA=+—H
2000. R-EEEE-F=+-ACAERBERENT
RESULTS E¥
Year ended 31 March
BE=-A=t—-HLEE
2003 2002 2001 2000 1999
HK$000  HK$000  HK$000  HK$000  HK$000
TEE-F _EE-F —TT—F —_TTTF —AANE
FiET FAET FAET FET FET
TURNOVER =0 31,692 100,679 186,122 206,766 161,133
PROFIT/(LOSS) BB ADER
BEFORE TAX (&) (112,828)  (165,408) 11,525 34,415 17,496
TAX Fi| 2,290 31) 2,442 (2,179) (2,492)
NET PROFIT/(LOSS) FROM ORDINARY REELBE
ACTIVITIES ATTRIBUTABLE TO S8V )
SHAREHOLDERS (&51#8) BH (110,538)  (165,439) 13,967 32,236 15,004
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Summary financial information (continued)

ASSETS AND LIABILITIES

Fixed assets TEE
Deferred development costs EEREBA
Intangible asset EBREE
Deposits and club debenture FeRemESR
Long term investment REKE
Deposit paid for the proposed acquisition BEWBELTERE
of an unlisted investment BEffzi &
Current assets MEEE
Current liabilties MEBE
Non-current liabilities ERBEE
Total net assets BEFEERE
Issued capital BEIRA
Reserves f#E
Notes:

1. The summary of the Group’s published results for each of the two years ended
31 March 2000 has been prepared on a pro forma basis as if the current

structure of the Group had been in existence throughout these financial years.

2. As the Company was incorporated on 22 November 1999 and became the
ultimate holding company of the companies now comprising the Group on 7
March 2000, the assets and liabilities of only four years of the Group are

presented.

UHERBE @

EEHEE

31 March 31 March 31 March 31 March
2003 2002 2001 2000

HK$000 HK$'000 HK$'000 HK$'000

ZR=+-H=A=t-B=R=+—-B=F=1—H

“E¥zf -$T-F -TT-F -3TTE

TTR

TEL TET TET TET

5,779 11,173 18,813 11,614
- 2175 5,542 -

5,922 44,359 45,889 -
1,512 2,272 3,279 -

- 10,372 - -

- - 3,114 -
120556 187,044 361,794 453266
(23628)  (27,262)  (43296)  (70,608)
- (471) - (457)

119,141 229,662 395,135 393,820

51,125 51,125 51,125 51,125
68,016 178,537 344,010 342,695

119,141 229,662 395,135 393,820

B3

2.

ERRAEERTRABREAE_ZTTF=-A=1+—
ALMEFEE—BEFE  AFER LB 85
EFERAMEERECRBEELERS -

RARBR—AANF+—AZT-HEMKL ¥
N_ZERE=ZALHRAREERKBIRE AR
BEERAR HAKERIIENEFECEERR

f& -

%

b
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Fixed assets

Details of movements in the fixed assets of the Group during the year are set

out in note 13 to the financial statements.
Share capital, share options and warrants

Details of movements in the Company’s share capital, share options and
warrants during the year, together with reasons therefor, are set out in notes

28 and 29 to the financial statements.
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 of the Company

Neither the Company, nor any of its subsidiaries purchased, redeemed or

sold any of the Company’s listed securities during the year.
Reserves

Details of movements in the reserves of the Company and of the Group
during the year are set out in note 30 to the financial statements and in the

consolidated statement of changes in equity, respectively.
Distributable reserves

At 31 March 2003, the Company’s reserves, including the share premium
account, available for distribution, calculated in accordance with the
Companies Law (2001 Revision) of the Cayman Islands, amounted to
HK$65,934,000. Under the laws of the Cayman Islands, the share premium
account is distributable to the shareholders of the Company provided that
immediately following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its debts as and
when they fall due in the ordinary course of business. The share premium

account may also be distributed in the form of fully paid bonus shares.
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Report of the Directors (continued) EEEHRE (@)

Major customers and suppliers

In the year under review, sales to the Group’s five largest customers
accounted for 59% of the total sales for the year and sales to the largest
customer included therein amounted to 33%. Purchases from the Group’s
five largest suppliers accounted for 89% of the total purchases for the year

and purchases from the largest supplier included therein amounted to 62%.

To the best knowledge of the Directors, neither the Directors, their
associates, nor any shareholders who own more than 5% of the Company’s
issued share capital, had any beneficial interest in the Group’s five largest

customers and/or five largest suppliers during the year.
Directors
The Directors of the Company during the year were as follows:

Executive Directors:

Mr. Yip Seng Mun

Mr. Yip Heon Ping

Mr. Yip Heon Wai

Mr. Yip Heon Keung

Ms. Chan Fu Kuen, Gladys (resigned on 8 August 2002)
Non-executive Director:

Mr. Clement Lau*

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

* The position of Mr. Clement Lau in the Company was changed from executive

Director to non-executive Director of the Company with effect from 30 July 2002.

In accordance with article 108 of the Company'’s articles of association,
Messrs. James T. Siano and Au Shing Kwok will retire by rotation and, being
eligible, will offer themselves for re-election at the forthcoming annual general
meeting. The non-executive Director and 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.

IREFRHUER

REBEFA  ARERAREPZHEREAFERH
EHO9% AP RAEF ZHEHRE% - AEER
RUEE 2 REREE A FEARBRE%  Eh&XA
R 2 RAEFI1H62%

BEEMAM SEF REZBEALIHEFLIAF
EBTTRABS%ZBRRRFRNEARERREF R/
IHEEFTREEECAERER -

S

FARABZEEMT

YTES
LR %L
EETFLL
R
EmBmE L
BEELL R=FT=FNANBEHE)

FUTES
AFFELE"

BIUFHTES
James T. Siano %t &
A A

M- -FLA=+tHE BFRELHEELRRD
AZRTESBRAENTES -

BBADR 2 ARABERARAIE108(F - James T.
Sanoft £ R BABLEBTRBESE  EREHN
AR RTZRRBFRAS LBEEME - FRTEER
BUFATERYBEECH  ERFARBEALDE
ZRREBEEMRESR -
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Directors’ service contracts

Except for Mr. Clement Lau, whose position was changed from executive
Director to non-executive Director since 30 July 2002, each executive
Director has a service contract with the Company for an initial term of three
years commenced from 1 March 2000 and expired on 28 February 2003 (the
“Old Service Contract”). Pursuant to the supplement agreements entered
into between each executive Director and the Company on 1 March 2003,
the terms and conditions of the Old Service Contract remained effective for
the period from 1 March 2003 to 31 March 2003. The Company and each
executive Director have been negotiating the new service contract (the “New
Service Contract”) since the expiry of the Old Service Contract. The
negotiation process is expected to be completed not later than 30 June
2003 upon which the New Service Contract will take retrospective effect
from 1 April 2003.

Apart from the foregoing, no Director proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company in respect of his service to the Company in the capacity of a
Director which is not determinable by the Company within one year without

payment, other than statutory compensation.

Directors’ interests in contracts

No Director had a material beneficial interest in any contract of significance to
the business of the Group to which the Company or any of its subsidiaries
was a party during the year.

Management contracts

No contract concerning the management and administration of the whole or

any substantial part of the business of the Group were entered into or

existed during the year.
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Report of the Directors (continued) EEEHRE (@)

Directors’ interests in shares and warrants

At 31 March 2003, the interests of the Directors of the Company in the
issued share capital and warrants of the Company or its associated
corporations (within the meaning of the Securities (Disclosure of Interests)
Ordinance (the “SDI Ordinance”)), as recorded in the register maintained by

the Company pursuant to Section 29 of the SDI Ordinance, were as follows:

Ordinary shares of the Company

EERRORARER 2R

RZFZ=F=F=+—H0 " BXDAREES (&
TiEn) GO ([RBEREEO]) E20 KFEEZER
e EERARRREARZE (EEREEE
@IED) 2 BBITIRARRBIREE RS 2T

ARAEBR

Number of shares held and nature of interest

FERNHERESEME
Name of Director Notes Personal Family Corporate Other
EEps B r @A i NG| Hit
Mr. Yip Heon Ping EmTas (1) - - - 404,280,619
Mr. Yip Seng Mun EBRLE @) - - — 248,349,584
Mr. Clement Lau BFRELE ) - - 20,719,381 -
Notes: (i

(1) These shares were held by Greenford Company 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 were held by Cititrust (Cayman) 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.

(2)  These shares were held by Century Technology Holding Limited and Bakersfield

Global Corporation and were beneficially owned by Mr. Yip Seng Mun.

(8 The 20,719,381 shares were held by First League Investments Limited, a
company of which Mr. Clement Lau was a director and who held 40% of its

equity interest.

(1)  #ZER{HHE Greenford Company Limited  Century
Technology Holding Limited 2 Bakersfield Global

Corporation % Bl JA The Greenford Unit Trust * The

Century Unit Trust & The Bakersfield Unit Trust 2 5 5%
ANFHRE - EFMAEAYA Cititrust (Cayman)Limited

LA The New Millennium Trust 2 LA &M S -
The New Millennium Trust DR EH N ERTLEEAEE

BAEHEMRZREZERET

@ % E 01 A Century Technology Holding Limited &

Bakersfield Global Corporation 34 + i i 88 & % &
ERZHAMmMBES -

@ 120,719,381 Axf%(7 JhEaFirst League Investments Limited
FTis A - 25 % 5% 4 JhFirst League Investments Limited
JEFE BBEHEABZBAER o
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Directors’ interests in shares and warrants (continued)

Warrants of the Company (“2004 Warrants”)

Name of Director

EBnA

Mr. Clement Lau

Note:

Note
i3

ANF=ELE (1)

EERRORAREE 2ES &

ARARRER ((CEENFRRER]

Number of 2004 Warrants held and nature of interest
FE_ZENSEFRAREZHEREZHEE
Personal Family = Corporate Other

18 A EY AT Hit

- 23,860 9,983,750 -

(1) 9,983,750 units of the 2004 Warrants were held by First League Investments (1) 9,983,750 {E & {7 v =T Z I F 2R ## 2 A First League

Limited, a company of which Mr. Clement Lau was a director and who held 40%
of its equity interest. In addition, Mr. Clement Lau and his wife also held an

aggregate of 23,850 units of the 2004 Warrants as at 31 March 2003. Each of

Investments Limited (2| F R ETNZARIEZWHE
HA0%WR A=) sE o It RZTEZZF=A=
T BFRALEREZFMAAFE23850 @E

the unit of the 2004 Warrants entitles the registered holder to subscribe for one iz _ZZNERREE - BE_ZTNFRRESR

ordinary share of the Company at a subscription price of HK$1.43 per share,
payable in cash and subject to adjustment, during the period from 9 January

2001 to 8 January 2004.

BUBTECHEEARN RE-_FT-F—-ANA
E-ZTNE-ANBLESRA - BER143ETLZ
REE A TR URERB - BRARARMN

The interests of the Directors in the share options of the Company are ~ £ERARBIREREZ B S 1T 8B RE I 7E20W

separately disclosed in note 29 to the financial statements.

55 -

In addition to the above, certain Directors have non-beneficial personal Bk Lill&s ATEZAARAFEHEE THELR
equity interests in certain subsidiaries held for the benefit of the Company  AlZ ¥ EmEARAEZ - HHFEREEAFKRE

solely for the purpose of complying with the requirement for the minimum 208 7€ -

number of shareholders.

Save as disclosed above, as at 31 March 2003, none of the Directors of the B EXFIHEZEEN  RZZEZ=F=-A=+—H ' K

Company or their associates had any personal, family, corporate or other

ARBEFARSIHEALBMERN AR REM

—

A

interests in the issued share capital and warrants of the Company or any of ~ 1EVEE (EE R BERED) 2 B BETRAKRR

its associated corporations as defined in the SDI Ordinance.
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Directors’ rights to acquire shares or debentures

Apart from as disclosed under the heading “Directors’ interests in shares and
warrants” above and in the share options disclosed in note 29 to the financial
statements, at no time during the year were rights to acquire benefits by
means of the acquisition of shares in or debentures of the Company or any
other body corporate granted to any Director or their respective spouse or
children under 18 years of age, or were any such rights exercised by them;
or was the Company or any of its subsidiaries a party to any arrangement to
enable the Directors, their spouse or children under 18 years of age to

acquire such rights in any other body corporate.
Share option schemes

Due to the adoption of Hong Kong Statement of Standard Accounting
Practice No. 34 “Employee benefits” during the year, the disclosures relating
to the Company’s share option schemes have been moved to note 29 to the

financial statements.

Concerning the share options granted to the Directors and employees as
detailed in note 29 to the financial statements, the Directors do not consider
it appropriate to disclose a theoretical value of the share options granted,
because in the absence of a readily available market value for share options
on the ordinary shares of the Company, the Directors were unable to arrive at

an accurate assessment of the value of the share options.
Substantial shareholders

At 31 March 2008, the following interests of 10% or more in the issued share
capital of the Company were recorded in the register of interests required to

be kept by the Company pursuant to Section 16(1) of the SDI Ordinance:

=1

Name

Greenford Company Limited
Century Technology Holding Limited
Bakersfield Global Corporation

Greenford Company Limited

Bakersfield Global Corporation

Cititrust (Cayman) Limited (Notes 1 and 2)  Cititrust (Cayman) Limited (Fif £ 1% 2)

Century Technology Holding Limited

EEREROVEFZEN

BREXTEERIRM RABBER s R BHRERM
FE20FT IV ER 2 RE AR SN WA A PO AR ] By P 3 2 R A
EE RERARBIATN\FUTFRRLEESGR
ARSEMEMEEZ RO HEFMER 2N - =X
BERBITEEMLFERN  ARRSELMMER
ANFATAREARETIAIRARRESE  KEX
B2EBH T NABA T FRUEEMEMEARRES
RERNZEMLH -

BT E

HRERRMNB B G ESERFEMREEEH]
At EEAARBRENZZHEEECE AFH RN
TEIRE| M 7E29

ENEMBRRMEOMF AR TEEREEZRE
B EFERRTERBEFACREBEREZER
B RASRADRE R BEEEYL ERE TR
[eME EERERZEBREEEELME -

TERR

RIZE=F=F=+—8  THKRAFEETRA
10%3k A b 7 B2 AR U5 % BE A 25 16 19 B 16(1) IS AL R 0
REETMmA

Percentage of
the Company’s

Number of issued share
ordinary shares capital
HALAEE

EERNHE BITRABMNEL
155,931,035 30.5
155,931,035 30.5
92,418,549 18.1
404,280,619 79.1
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Substantial shareholders (continued)
Notes:

(1) 404,280,619 shares were held through Greenford Company Limited, Century
Technology Holding Limited and Bakersfield Global Corporation as trustee of The
Greenford Unit Trust, The Century Unit Trust and The Bakersfield Unit Trust,
respectively, all of the units of which were held by Cititrust (Cayman) 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.

(2)  Cititrust (Cayman) Limited is a wholly-owned subsidiary of Citibank Overseas

Investment Corporation which in turn is owned by Citibank N.A.

Save as disclosed above, as at 31 March 20083, no person, other than the
Directors of the Company, whose interests are set out under the heading
“Directors’ interests in shares and warrants” above, had registered an
interest in the issued share capital of the Company that was required to be

recorded under Section 16(1) of the SDI Ordinance.
Directors’ interests in competing businesses

None of the Directors, the management shareholders or the substantial
shareholders of the Company, or any of their respective associates, has
engaged in any business that competes or may compete with the business

of the Group, or has any other conflict of interest with the Group.

Board practices and procedures

The Company has complied with the Board Practices and Procedures as set
out in rules 5.28 to 5.39 of the Rules Governing the Listing of Securities on

the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited
(the “GEM Listing Rules of the Exchange”) throughout the year.

4 REMBERERAR —TT=FFR
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Audit committee

The Company set up an audit committee (the “Committee”) on 7 March
2000 with written terms of reference for the purposes of reviewing and
providing supervision over the financial reporting process and internal
controls of the Group. The Committee comprises the two independent non-
executive Directors of the Company, namely Messrs. James T. Siano and Au
Shing Kwok. The Group’s audited financial statements for the year ended 31
March 2003 have been reviewed by the Committee, who are of the opinion
that such statements comply with the applicable accounting standards, the
GEM Listing Rules of the Exchange and legal requirements, and that
adequate disclosures have been made. The Committee has met once during

the year.

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, 25 June 2003

ZE=AtARL—EAERZEES
CRERN RERAEEZMKRERRE
FF R Nab# 6l o ZZ EGH James T. Siano 7t & &
BAB S EMUARBZBELFNTESAN ° K&
EHE_TT=-F=-A=-THUEFEZEEZNHB
BREKEHAEZES AR

e -
%o ZEEER,

MREMA G EA R R A AIRIR LM AR AT
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Report of the Auditors BB ETHRE

Ell ERNST & YOUNG

Z k& F H A

To the members
Prosten Technology Holdings Limited

(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 45 to 90 which have
been prepared in accordance with accounting principles generally accepted

in Hong Kong.
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.

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.
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Report of the Auditors (continued) % BETH#RE (@)

Opinion

In our opinion the financial statements give a true and fair view of the state of
affairs of the Company and of the Group as at 31 March 2003 and of the
loss and cash flows of the Group for the year then ended and have been
properly prepared in accordance with the disclosure requirements of the

Hong Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants

Hong Kong
25 June 2003
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Consolidated Profit and Loss Account #&i8% R
Year ended 31 March 2008 #Z—FEE=#=A=+—HIFE

2003 2002
Notes HK$’000 HK$'000
ZBE=F —TT-F
B & FTAERT FHET
TURNOVER EEE 5 31,692 100,679
Cost of sales $HE AR (28,045) (91,744)
Gross profit E7 3,647 8,935
Other revenue H gz 5 2,527 4,520
Selling and distribution costs HERDHKA (21,036) (25,315)
General and administrative expenses —BERABAX (50,882) (59,107)
Other operating expenses Higgmt (6,393) (12,097)
Impairment of fixed assets EEEMEA - (5,984)
Impairment of a long term investment RERERE (10,372) (39,548)
Impairment of an intangible asset EREERE (30,024) -
Provision for doubtful debts RERE B (188) (36,729)
LOSS FROM OPERATING ACTIVITIES REELER 6 (112,721) (165,325)
Finance costs M%EHR 7 (107) (83)
LOSS BEFORE TAX R AR (112,828) (165,408)
Tax B 10 2,290 (31)
NET LOSS FROM ORDINARY ACTIVITIES REELHEE
ATTRIBUTABLE TO SHAREHOLDERS EREFERFE 11 (110,538) (165,439)
LOSS PER SHARE BREE 12
Basic g HK(21.6) HK(32.4)
centsi il centsy & 1Ll
Diluted #e N/ATER N/AT i A
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Consolidated Balance Sheet ZAEEAGER

31 March 2003 —FE=F#=A=+—H

2003 2002
Notes HK$’000 HK$’'000
—BE=F —ETF
Bt & FER FHEL
NON-CURRENT ASSETS FRBDEE
Fixed assets TEE 13 5,779 11,173
Deferred development costs ELEREER 14 = 2,175
Intangible asset |G E 15 5,922 44,359
Deposits and club debenture e kEMES 16 1,512 2,272
Long term investment RHRE 17 = 10,372
13,213 70,351
CURRENT ASSETS REEE
Inventories "E 20 9,776 12,609
Trade receivables JiE iz B 3k 21 20,552 26,628
Prepayments, deposits and other receivables B 28 « 71 & & £ b fE W 5118 4,346 6,739
Short term investments RHRE 22 3,218 7,158
Pledged bank deposits BHEBRITER 23 3,909 6,814
Cash and cash equivalents ReEhBREEEY 23 87,755 127,096
129,556 187,044
CURRENT LIABILITIES REBEE
Trade payables JE T BR 3K 24 14,204 16,058
Tax payable F& 5 5 78 1,432 2,197
Accrued liabilities, deposits received EirEaE  BEMETER
and other payables H {th fE 1 3R 7,992 7,121
Interest-bearing borrowings, secured BEEBGERER 25 = 1,886
23,628 27,262
NET CURRENT ASSETS REBEEFE 105,928 159,782
TOTAL ASSETS LESS EEHAE
CURRENT LIABILITIES HRBEE 119,141 230,133
NON-CURRENT LIABILITIES FRBEE
Interest-bearing borrowings, secured BEBFEER 25 = 471
119,141 229,662
CAPITAL AND RESERVES EXRRE
Issued capital BEITRA 28 51,125 51,125
Reserves & 30 68,016 178,537
119,141 229,662
Yip Seng Mun Yip Heon Keung
Chairman Director
REER Hma
= EF
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Consolidated Statement of Changes in Equity & #ERSBHRE

Year ended 31 March 2008 #Z=—FE=F=A=+—HIFE

Reserves fi 15
Retained
profits/
Issued Share Exchange (accumul-
share premium fluctuation ated
capital account reserve losses) Sub-total Total
B#T RH ERRS REER
iR 2% a8 iR wE (RtBR) It @5t
HK$'000 HK$000 HK$000 HKE000 HK$000 HK$000
TET TExT TExT TErT TExT TER
At 1 April 2001 RZZEZT-—FMOA—H 51,125 339,275 129 4,606 344,010 395,135
Exchange differences arising BB BN
on consolidation of W& A Fl Bk B i
overseas subsidiaries and EEZ
gains not recognised in the EREBRRR
profit and loss account BHRRERZ W - = (34) = (34) (34)
Net loss for the year FABEFE - - - (165,439) (165,439) (165,439)
At 31 March 2002 and RZEEF
1 April 2002 =A=+—Hk
—ET-FMA—H 51,125 339,275 95 (160,833) 178,637 229,662
Exchange differences arising AN
on consolidation of MEARKEM
overseas subsidiaries and EEZ
gains not recognised in the BE K =8 R AR
profit and loss account BaiRER 2 s - - 17 - 17 17
Net loss for the year FRBEFE - - - (110,538) (110,538) (110,538)
At 31 March 2003 R_ZBZT=F
—A=+—H 51,125 339,275 112 (271,371) 68,016 119,141
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Consolidated Cash Flow Statement ZRERERER

Year ended 31 March 2008 #Z=-FZT=F=A=+—HI-FE

2003 2002
Notes HK$’000 HK$'000
(Restated)
—EB=F —EE-F
i & THT FTHT
(E7)
CASH FLOWS FROM OPERATING ACTIVITIES B2 XK BERE
Loss before tax BRERIEE (112,828) (165,408)
Adjustments for: AR TIEIE
Finance costs HBER 7 107 83
Interest income B A 5 (1,551) (3,734)
Investment income BEWA 5 (71) (501)
Loss on disposal of fixed assets HERTEEECEE 6 387 331
Depreciation e 6 5,426 6,905
Impairment of fixed assets ERERE 6 - 5,084
Amortisation of deferred development costs B & AR 6 709 1,419
Impairment of deferred development costs EERZEERARE 6 1,465 2,324
Amortisation of an intangible asset BT E 6 8,413 1,530
Impairment of an intangible asset B EERE 6 30,024 -
Impairment of a long term investment RE&KERE 6 10,372 39,548
Provision for doubtful debts REREE 6 188 36,729
Provision for inventories TFERME 6 331 =
Operating loss before working capital changes LEECEYN K EEE (57,028) (74,790)
Decrease in deposits and club debenture ekemESFRD 760 467
Decrease in inventories FERL 2,502 4,929
Decrease in trade receivables JFE LT BR FOR 5,888 47,505
Decrease in bills receivable eSS = 755
Decrease/(increase) in prepayments, BRARE T2 kEM
deposits and other receivables JE W R IB R, D (38 h0) 2,393 (1,814)
Decrease/(increase) in short term investments R E R,/ (M) 3,940 (7,158)
Decrease in trade payables & 1 BR RURL (1,854) (5,415)
Decrease in bills payable &1 =B R = (10,262)
Increase/(decrease) in accrued liabilities, BitAE BRI Rk
deposits received and other payables H o e RIBIE 0, R ) 871 (2,252)
Exchange differences arising on RABINNBAREEMEL
consolidation of overseas subsidiaries ZER =R 24 (52)
Cash used in operations NS i (42,504) (48,087)
Interest received B W F & 1,551 4,157
Investment income received B R B s 7 501
Interest paid ENAE (107) (83)
Hong Kong profits tax refunded REBBFGET 1,548 -
Overseas taxes paid B8N B (23) (22)
Net cash outflow from operating activities KEEBZBERHFR (39,464) (43,534)
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Consolidated Cash Flow Statement (continued) ZZSHE

St
i
s
%

Year ended 31 March 2008 #Z=—FE=F=A=+—HIFE

2003 2002
Notes HK$’000 HK$’'000
(Restated)
—EB=F —ZTT -
(2 THR FHET
(E7)
Net cash outflow from operating activities REEB 2R ML FE (39,464) (43,534)
CASH FLOWS FROM INVESTING ACTIVITIES REXBvEEHRE
Purchases of fixed assets BABTEEE 13 (551) (5,038)
Additions of deferred development costs EINEEREER = @371)
Repayment of advances to an independent RY TRYE=ZFE
third party for a proposed investment BREEZZEN — 15,644
Withdrawal of bank deposits REBITER = 38,930
Acquisition of a long term investment WERBIEE - (41,346)
Proceeds from disposal of fixed assets HEBTEEMBREA 126 11
Release/(pledge) of bank deposits BB/ (K8 RITER 2,905 (4,270)
Net cash inflow from investing activities BREEBZRERAFE 2,480 3,560
CASH FLOWS FROM FINANCING ACTIVITIES BEZEH B RE
New bank loans HILRITE R - 2,357
Repayment of bank loans BERITER (2,357) -
Net cash inflow/(outflow) from financing activities ~ B & EB 2 E &R A/ ()
ek (2,357) 2,357
NET DECREASE IN CASH AND RERARESEEY
CASH EQUIVALENTS WD FEE (39,341) (37,617)
Cash and cash equivalents at beginning of year FHzReRASEEY 127,096 164,713
CASH AND CASH EQUIVALENTS FRZAER
AT END OF YEAR REEEY 87,755 127,096
ANALYSIS OF BALANCES OF CASH AND RERARESEEY
CASH EQUIVALENTS RO
Cash and bank balances Be MRTER 23 3,146 17,492
Non-pledged time deposits placed 7 1A B 5 e 7 1R
at financial institutions with original maturity R=EAREEZ
of less than three months £ 45 T BT R 23 46,203 51,267
Other liquid funds Hith ZEE & 23 38,406 58,337
87,755 127,096
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Balance Sheet EE&&X

31 March 2003 —FE=F#=A=+—H

2003 2002
Notes HK$’000 HK$’000
—BE=F —TET 4
Bt 3 FHET FETT
NON-CURRENT ASSETS ERBEE
Interests in subsidiaries REB AR 2R 19 116,951 229,671
CURRENT ASSETS RBEE
Prepayments, deposits and BERAFIE TRk
other receivables H h i U k8 630 627
Cash and bank balances Be RIBITHE S 23 81 83
711 710
CURRENT LIABILITIES nEBAE
Accrued liabilities and other payables EEtAEREMENZRIE 603 719
NET CURRENT ASSETS/(LIABILITIES) RBEE/(BE) FE 108 9)
117,059 229,662
CAPITAL AND RESERVES EXK#E
Issued capital BB TRA 28 51,125 51,125
Reserves f&E 30 65,934 178,537
117,059 229,662
Yip Seng Mun Yip Heon Keung
Chairman Director
EER EmR
FE -

50 PROSTEN TECHNOLOGY HOLDINGS LIMITED ANNUAL REPORT 2003




Notes to Financial Statements Bt#&#R&R Mt

31 March 2003 —FE=F=A=+—H

Corporate Information

At 31 March 2003, the principal place of business of Prosten
Technology Holdings Limited was located at Units 906-910, Dah Sing
Financial Centre, 108 Gloucester Road, Hong Kong. Subsequent to the
balance sheet date, on 12 May 2003, the above principal place of
business was changed to Unit 2402, Bank of America Tower, 12

Harcourt Road, Hong Kong.

During the year, 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, and

investment holding.

Impact of New and Revised Hong Kong Statements of
Standard Accounting Practice

The following new and revised Hong Kong Statements of Standard
Accounting Practice (“SSAPs”) are effective for the first time for the

current year’s financial statements:

SSAP 1 (Revised) “Presentation of financial statements”

SSAP 11 (Revised) : “Foreign currency translation”

SSAP 15 (Revised) : “Cash flow statements”

SSAP 34 “Employee benefits”

51 REMBERERAR —TT=FFH

RREH

RZZZE=F=RA=+—H0 RENEZEKRA
RAOBZEEE BN ES S LITiE1085
RSB L906-910F - REER®% - Fitz
EEWER_ET=FRA+-HEXA
BAEERBE125 EBRITH 02402

/

Nﬁd

FR - AEEZEBARREANBBARE
BATHREASTE BARE EIHER
R RREANRRAB 2 BHBY - KRR
HiER -

HMAIREET2EBEHEBHER 2
2
REEEREBARRNBRIBRE 2HFT R
RETBERSHERER (TS5 EHER)
mE

o BRI EBEREREEF)
[ BHR 2R

o EIHEBERF R (BER)
[SM s |

o EEREBERFE1GR (KEF) :
[FERER]

o S EBERFIMN
[ME B4 7]



Notes to Financial Statements (continued) 81 #83R 3% Kzt @

31 March 2003 —FE=F#=A=+—H

Impact of New and Revised Hong Kong Statements of
Standard Accounting Practice (continued)

These SSAPs prescribe new accounting measurement and disclosure
practices. The major effects on the Group’s accounting policies and on
the amounts disclosed in these financial statements of adopting these

SSAPs are summarised as follows:

SSAP 1 (Revised) prescribes the basis for the presentation of financial
statements and sets out guidelines for their structure and minimum
requirements for the content thereof. The principal impact of the
revision to this SSAP is that a consolidated statement of changes in
equity is now presented in place of the consolidated statement of
recognised gains and losses that was previously required and in place

of the Group’s reserves note.

SSAP 11 (Revised) prescribes the basis for the translation of foreign
currency transactions and the financial statements. The principal impact
of the revision of this SSAP on the consolidated financial statements is
that the profit and loss accounts of overseas subsidiaries are now
translated into Hong Kong dollars at the weighted average exchange
rates for the year, whereas previously they were translated at the
exchange rates ruling at the balance sheet date. The adoption of the

revised SSAP 11 has had no material effect on the financial statements.

2. HARKEIzEBEHERERZ
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Notes to Financial Statements (continued) BT8R R K5t @

31 March 2003 —FE=F=A=+—H

Impact of New and Revised Hong Kong Statements of
Standard Accounting Practice (continued)

SSAP 15 (Revised) prescribes the revised format for the cash flow
statement. The principal impact of the revision of this SSAP is that the
consolidated cash flow statement now presents cash flows under three
headings, cash flows from operating, investing and financing activities,
rather than the five headings previously required. The significant
reclassifications resulting from the change in presentation are that
interest and investment income received, interest paid, taxes refunded
and paid are now included in cash flows from operating activities. The
presentation of the 2001 comparative consolidated cash flow statement
has been changed to accord with the new layout. In addition, cash
flows from overseas subsidiaries arising during the year are now
translated into Hong Kong dollars at the exchange rates at the dates of
the transactions, or at an approximation thereto, previously they were
translated at the exchange rates at the balance sheet date, and the
definition of cash equivalents for the purpose of the consolidated cash
flow statement has been revised. Further details of these changes are
included in the accounting policies for “Cash and cash equivalents” and

“Foreign currencies” in note 3 to the financial statements.

SSAP 34 prescribes the recognition and measurement criteria to apply
to employee benefits, together with the required disclosures in respect
thereof. The adoption of this SSAP has resulted in no change to the
previously adopted accounting treatments for employee benefits. In
addition, disclosures are now required in respect of the Company’s
share option scheme, as detailed in note 29 to the financial statements.
These share option scheme disclosures are similar to the Rules
Governing the Listing of Securities on the Growth Enterprises Market of
The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules of
the Exchange”) disclosures previously included in the Report of the
Directors, which are now required to be included in the notes to the

financial statements as a consequence of the SSAP.
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Notes to Financial Statements (continued) 81 #83R 3% Kzt @

31 March 2003 —FE=F#=A=+—H

Summary of Significant Accounting Policies

Basis of preparation

These financial statements have been prepared in accordance with
SSAPs, accounting principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies Ordinance. They
have been prepared under the historical cost convention except for the
re-measurement of short term investments as explained in the

respective accounting policy below.

Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries for the year ended 31 March 2003.
The results of subsidiaries acquired or disposed of during the year are
consolidated from or to their effective dates of acquisition or disposal,
respectively. All significant intercompany transactions and balances

within the Group are eliminated on consolidation.

Subsidiaries

A subsidiary is a company whose financial and operating policies the
Company controls, directly or indirectly, so as to obtain benefits from its
activities. The Company’s interests in subsidiaries are stated at cost less

any impairment losses.

Negative goodwill

Negative goodwill arising on the acquisition of subsidiaries represents
the excess of the Group’s share of the fair values of the identifiable
assets and liabilities acquired as at the date of acquisition, over the cost

of the acquisition.

To the extent that negative goodwill relates to expectations of future
losses and expenses that are identified in the acquisition plan and that
can be measured reliably, but which do not represent identified liabilities
as at the date of acquisition, that portion of negative goodwill is
recognised as income in the consolidated profit and loss account when

the future losses and expenses are recognised.
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Notes to Financial Statements (continued) BT8R R K5t @

31 March 2003 —FE=F=A=+—H

Summary of Significant Accounting Policies (continued)

Negative goodwill (continued)

To the extent that negative goodwill does not relate to identifiable
expected future losses and expenses as at the date of acquisition,
negative goodwill is recognised in the consolidated profit and loss
account on a systematic basis over the remaining average useful life of
the acquired depreciable/amortisable assets. The amount of any
negative goodwill in excess of the fair values of the acquired non-

monetary assets is recognised as income immediately.

SSAP 30 “Business combinations” was adopted as at 1 April 2001.
Prior to that date, negative goodwill arising on acquisitions was
eliminated against consolidated reserves in the year of acquisition. On
the adoption of SSAP 30, the Group applied the transitional provision of
SSAP 30 that permitted such negative goodwill to remain credited to
consolidated reserves. Negative goodwill on acquisitions subsequent to
1 April 2001 is treated according to the SSAP 30 negative goodwill

accounting policy above.

On disposal of subsidiaries, the gain or loss on disposal is calculated by
reference to the net assets at the date of disposal, including the
attributable amount of negative goodwill which has not been recognised
in the consolidated profit and loss account and any relevant reserves as
appropriate. Any attributable negative goodwill previously credited to
the consolidated reserves at the time of acquisition is written back and

included in the calculation of the gain or loss on disposal.

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.
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Notes to Financial Statements (continued) 81 #83R 3% Kzt @

31 March 2003 —FE=F#=A=+—H

Summary of Significant Accounting Policies (continued)

Impairment of assets

An assessment is made at each balance sheet date of whether there is
any indication of impairment of any asset, or whether there is any
indication that an impairment loss previously recognised for an asset in
prior years may no longer exist or may have decreased. If any such
indication exists, the asset’s recoverable amount is estimated. An
asset’s recoverable amount is calculated as the higher of the asset’s

value in use or its net selling price.

An impairment loss is recognised only if the carrying amount of an asset
exceeds its recoverable amount. An impairment loss is charged to the
profit and loss account in the period in which it arises, unless the asset
is carried at a revalued amount, when the impairment loss is accounted
for in accordance with the relevant accounting policy for that revalued

asset.

A previously recognised impairment loss is reversed only if there has
been a change in the estimates used to determine the recoverable
amount of an asset, however not to an amount higher than the carrying
amount that would have been determined (net of any depreciation/
amortisation), had no impairment loss been recognised for the asset in
prior years. A reversal of an impairment loss is credited to the profit and
loss account in the period in which it arises, unless the asset is carried
at a revalued amount, when the reversal of the impairment loss is
accounted for in accordance with the relevant accounting policy for that

revalued asset.

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation and any
impairment losses. 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
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.
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Notes to Financial Statements (continued) BT8R R K5t @

31 March 2003 —FE=F=A=+—H

Summary of Significant Accounting Policies (continued)

Fixed assets and depreciation (continued)

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.

Deferred development costs

Expenditure incurred on projects to develop new products is capitalised
and deferred only when the projects are clearly defined; the expenditure
is separately identifiable and can be measured reliably; there is
reasonable certainty that the projects are technically feasible; and the
products have commercial value. Product development expenditure

which does not meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less any impairment
losses and are amortised, using the straight-line method, over the
expected useful lives of the underlying products subject to a maximum
period of three years, commencing from the date when the products

are available as to use.

The unamortised balance of development costs is reviewed at the end
of each year and is written off to the extent that the unamortised
balance, taken together with further development and directly related

costs, is no longer likely to be recovered.
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Notes to Financial Statements (continued) 81 #83R 3% Kzt @

31 March 2003 —FE=F#=A=+—H

Summary of Significant Accounting Policies (continued)

Intangible asset

The intangible asset represents the technology know-how over certain
specific software products and operating platforms developed by a
third party, and is stated at cost less accumulated amortisation and any
impairment losses. Amortisation is provided on a straight-line basis over
a period of three years commencing from the date when the technology

know-how of the applicable software products is available as to use.

The unamortised balance of the intangible asset is reviewed at the end
of each year and any impairment is written off to the extent that the

unamortised balance is no longer likely to be recovered.

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.

Long term investment

The long term investment is a non-trading investment in an unlisted
equity security intended to be held on a long term basis. The unlisted
security is stated at cost less any impairment losses that are considered
by the directors to be other than temporary. In situations where the
circumstances and events which led to an impairment cease to exist
and there is persuasive evidence that the new circumstances and
events will persist for the foreseeable future, the amount of the
impairment previously charged is credited to the profit and loss account

to the extent of the amount previously charged.

Short term investments

Short term investments are investments in investment funds held for
trading purposes and are stated at their fair values at the balance sheet
date. The gains or losses arising from changes in the fair values of the
investment funds are credited or charged to the profit and loss account

in the period in which they arise.
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Summary of Significant Accounting Policies (continued)

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 the first-in, first-out basis and in the case of work in
progress comprises direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based on estimated
selling prices less any estimated costs to be incurred to completion and

disposal.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and
cash equivalents comprise cash on hand and demand deposits, and
short term highly liquid investments which are readily convertible into
known amounts of cash and which are subject to an insignificant risk of
changes in value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash management.
For the purpose of the balance sheet, cash and cash equivalents
comprise cash on hand and at financial institutions, including term
deposits, and assets similar in nature to cash, which are not restricted

as to use.

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.

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:

(@ from the sale of goods, when the significant risks and rewards of
ownership have been transferred to the buyer, provided that the
Group maintains neither managerial involvement to the degree
usually associated with ownership, nor effective control over the

goods sold;
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Summary of Significant Accounting Policies (continued)

Revenue recognition (continued)
(b) installation, system development and system design service

income, when the relevant services have been rendered; and

(c) interest income, on a time proportion basis taking into account the

principal outstanding and the effective interest rate applicable.

Employee benefits

Retirement benefits schemes

The Group operates a defined contribution Mandatory Provident Fund
retirement benefits scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for those employees who are
eligible to participate in the MPF Scheme. Contributions are made
based on a percentage of the employees’ basic salaries and are
charged to the profit and loss account as they become payable in
accordance with the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest fully with

the employees when contributed into the MPF Scheme.

The Group has joined a mandatory central pension scheme (the “CP
Scheme”) organised by the government in the People’s Republic of
China excluding Hong Kong (the “PRC”), for the Group’s employees in
the PRC, 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 CP Scheme.
The employer’s contributions vest fully with the employees once they

are made.
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Summary of Significant Accounting Policies (continued)

Employee benefits (continued)

Share option schemes

The Company operates share option schemes for the purpose of
providing incentives and rewards to eligible participants who contribute
to the success of the Group’s operations. The financial impact of share
options granted under the share option schemes is not recorded in the
Company’s or the Group’s balance sheet until such time as the options
are exercised, and no charge is recorded in the profit and loss account
or balance sheet for their cost. Upon the exercise of share options, the
resulting shares issued are recorded by the Company as additional
share capital at the nominal value of the shares, and the excess of the
exercise price per share over the nominal value of the shares is
recorded by the Company in the share premium account. Options
which are cancelled prior to their exercise date, or which have lapsed,

are deleted from the register of outstanding options.

Foreign currencies

Foreign currency transactions are recorded at the applicable exchange
rates ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are
translated at the applicable exchange rates 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 into Hong Kong dollars using the net investment method.
The profit and loss accounts of overseas subsidiaries are translated into
Hong Kong dollars at the weighted average exchange rates for the year,
and their balance sheets are translated into Hong Kong dollars at the
exchange rates ruling at the balance sheet date. The resulting

translation differences are included in the exchange fluctuation reserve.

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

exchange rates for the year.
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Summary of Significant Accounting Policies (continued)

Foreign currencies (continued)

Prior to the adoption of the revised SSAPs 11 and 15 during the year,
as explained in note 2 to the financial statements, the profit and loss
accounts of overseas subsidiaries and the cash flows of overseas
subsidiaries were translated into Hong Kong dollars at the exchange
rates ruling at the balance sheet date. These changes have had no

material effect on the financial statements.

Segment Information

Segment information is presented by way of two segment formats: (i)
on a primary segment reporting basis, by business segment; and (i) on

a secondary segment reporting basis, by geographical segment.

The Group’s operating businesses are organised and managed
separately, according to the nature of their operations and the products
and services they provide. Each of the Group’s business segments
represent a strategic business unit that offers products and services
which are subject to risks and returns that are different from those of
the other business segments. Summary details of the business

segments are as follows:

(@) Provision of broadband data networks and Internet backbone

solutions;

(b)  Provision of applications software; and

(c) Provision of e-commerce solutions and related IT consultancy

services.

In determining the Group’s geographical segments, revenues and
results are attributed to the segments based on the location of the
customers, and assets are attributed to the segments based on the

location of the assets.
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4. Segment Information (continued) 4. HHWEH (&)
(a) Business segments (a) EXKHI
The following tables present revenue, loss and certain asset, TREINAEEEBH 2 iz - BER
liability and expenditure information for the Group’s business HETEE BELRAIER -
segments.
Group rE
Provision of
Provision of e-commerce
broadband solutions
data networks and related IT
and Internet Provision of consultancy services
backbone solutions applications RUEFHE
EHEESERARZR software BATRREEARE Total
ERBEIRERRASE RHERSHG BERZHBARYE @t
2003 2002 2003 2002 2003 2002 2003 2002
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000  HK$000
“EE=f -“TTC-H ZBZ=F —TT-F “BE=f -“TT-F -“BE=F -TT=F
THER FTEL TERT FTEL TRT TET TRT FTEL
Segment revenue: P U
Sales to external £ TN
customers P 27,674 95,644 3,132 1,645 886 3,390 31,692 100,679
Segment results DEEE (16,479) (33,276) (46,814) (34,959) (12,360) (61,916) (75,653) (130,151)
Unallocated expenses AOEER (39,595) (39,694)
Other revenue H U i 2,527 4,520
Loss from operating activities &= £ K &2 (112,721)  (165,325)
Finance costs MK E R (107) (83)
Loss before tax bR B B 18 (112,828)  (165,408)
Tax I8 2,290 (31)
Net loss from ordinary R
activities attributable ARE%
to shareholders BREEE (110,538)  (165,439)
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4. Segment Information (continued) 4. DHEH &)
(a) Business segments (continued) (a) EHK DI (E)
Group (continued) AEE ()
Provision of
Provision of e-commerce
broadband solutions
data networks and related IT
and Internet Provision of consultancy services
backbone solutions applications EHETHE
RUBERABERER software BRAAFRKEEARME  Corporate and Other Total
EBREIRERRATR REUEERRH BH2BARE AAREM )
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
HK$000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HKS000 HK$000 HK$000
BB CEI BB TE S CBECE_TT_F-ER=E_TT_FBE=F_TT-F
TEx THx TExR TEx TEx TEx TEx TExT  TEx  TER
Segment assets PBEE 28,588 39,501 6,005 47,243 3,444 15,148 - - 38,037 101,892
Unallocated assets AOBREE 104,732 155503 104,732 155,503
Total assets BEE 104,732 155503 142,769 257,395
Segment liabilities AHEE 15475 16,209 882 1,085 86 178 - - 16443 17,472
Unallocated liabilities RAREE 7,185 10,261 7,185 10,261
Total liabilities BERE 7,185 10,261 23,628 27,733
Other segment information: Hitn HE#
Depreciation & 2,338 2,572 596 434 16 3,007 2,476 892 5,426 6,905
Amortisation B - 426 9,122 2,528 - - - - 9,122 2,949
Impairment losses ER B
recognised in profit BR
and loss account REERE 124 810 31,003 1,514 10,644 45,532 - = 41,861 47 856
Provision for
doubtful debts REBE 188 7,524 - 26305 - 2,900 - - 188 36,729
Provision for inventories FERE 331 = - = - = - - 331 =
Bad debs written off Z R 31 - - - - 2,890 - - 31 2,890
Capital expenditure BARRX 545 506 - - - 60 6 5,383 551 5,949
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4. Segment Information (continued)

(b) Geographical segments
Over 90% of the Group’s revenue, results, assets and liabilities are
derived from customers and operations based in the PRC and
accordingly, no further analysis of the Group’s geographical

segments is disclosed.

5. Turnover and Revenue
Turnover represents the net invoiced value of goods sold, after
allowances for returns and trade discounts, business tax, where
applicable, and services rendered. All significant intra-group transactions

have been eliminated on consolidation.

An analysis of the Group’s turnover and other revenue is as follows:

7 EHER (@)

(b) &
AR AREO%NA izt - X8 - BER
REREBTEZEPRER QU EE—
TSREAEEME D2 A A

EEBECHERRMARERBEMBESR -
- EEB (HER) RZBRFE- FEE
BARARZEARZEREZA KL -

AEEEXEREMBE 2 MW ¢

2003 2002
HK$’000 HK$'000
—EEZ=H —EE-F
FET FHET
Turnover: B
Sale of goods EmiHE 27,674 93,381
Services rendered R 4,018 7,298
31,692 100,679
Other revenue: H b et
Interest income A B WA 1,551 3,734
Investment income HE WA 71 501
Recovery of bad debts provided BERTEEEZ
for in prior years EIRAE 412 -
Others HAth 493 285
2,527 4,520
Total revenue 4B 2 34,219 105,199
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6. Loss from Operating Activities

The Group’s loss from operating activities is arrived at after charging:

AEBZELXBBREMBETIISERE -

2003 2002
HK$’000 HK$'000
—EE=F —ET_F
THERT FHET
Cost of inventories sold EHTFERA 14,905 82,336
Cost of services provided HE it AR A% AR AR 13,140 9,408
Depreciation e 5,426 6,905
Minimum lease payments under REMRNE
operating leases: HAR R
Land and buildings T REF 7,632 6,833
Auditors’ remuneration ZE A B & 438 660
Staff costs (excluding directors’ EINA(TEREEZEHE
remuneration (note 8)): (KFzE8)) -
Wages and salaries TERE® 24,767 29,414
Pension scheme contributions RIKE 5T B 1,830 1,641
Severance payments B2 1,223 -
27,820 31,055
Research and development costs: Mo KB KA ¢
Current year expenditure™ REFZ ™ 4,179 6,552
Amortisation of deferred
development costs* EEREEREE 709 1,419
Impairment of deferred development costs™ i iE B % & F il (& 1,465 2,324
6,353 10,295
Impairment of an intangible asset B EERE 30,024 -
Amortisation of an intangible asset* B S EH 8,413 1,530
Loss on disposal of fixed assets** HEBRTEEERBE 387 331
Bad debts written off** SRS 31 2,890
Impairment of fixed assets EEERE - 5,984
Impairment of a long term investment REKRERE 10,372 39,548
Provision for doubtful debts REEEE 188 36,729
Provision for inventories™ FERE 331 -

ok

The current year’s expenditure on the amortisation of deferred development
costs in the amount of HK$709,000 (2002: HK$1,419,000) and the
amortisation of an intangible asset in the amount of HK$8,413,000 (2002:
HK$1,530,000) are included in “Cost of services provided” disclosed
above, which is in turn included in “Cost of sales” on the face of the

consolidated profit and loss account.

These items are included in “Other operating expenses” on the face of the

consolidated profit and loss account.

EXHBEZ RERBRA] BEAFEEEREER

3208 700,000/8 T (Z 2T =4 ¢ 1,419,000 7T) &
ST A EEME B 20EE8,413,000/8 T (=T Z =4 : 1,530,000
B MIRRBRER AN EREEREBERT 2
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7. Finance Costs 7. BH¥ER
Group
RE
2003 2002
HK$’000 HK$'000
SLEH A
TR FET
Interest on bank overdrafts and bank EREFRNEZHEEZRITES
loans wholly repayable within five years RBITERF A 107 83
Directors’ Remuneration 8. EEMe

Directors’ remuneration, disclosed pursuant to the GEM Listing Rules of
the Exchange and Section 161 of the Hong Kong Companies

Ordinance, is as follows:

AT RREBIAEIZER ETRARFER
GOIE1OIGRZAERBESME 25715

2003 2002
HK$’000 HK$'000
—EE=F T4
FHET FAT
Fees: we
Executive directors HITES - -
Independent non-executive directors BIYERTES 150 150
Other emoluments of executive directors: HWAIES2HMME
Basic salaries, other allowances BEARFE - Ha=ER R
and benefits in kind EMH = 9,884 9,740
Pension scheme contributions RINEFTEI MR 178 307
10,212 10,197

During the year, there were six executive directors receiving individual
emoluments of HK$2,819,000 (2002: HK$2,663,000), HK$2,172,000
(2002: HK$1,331,000), HK$2,204,000 (2002: HK$1,352,000),
HK$2,204,000 (2002: HK$1,352,000), HK$199,000 (2002: HK$339,000)
and HK$464,000 (2002: HK$1,533,000), respectively. In addition, there
was one executive director who resigned during the year ended 31
March 2002 and received individual emoluments of HK$1,477,000 for
that year.
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Directors’ Remuneration (continued)

During the year, there was one independent non-executive director who
received director’s fees of HK$150,000 (2002: HK$150,000). No

EEME @

FR - —(IBMIEHTTEEWEN50,0007 7T (=
TT—F : 150,000 7T) ZAAEERE - M

]
—BUFRTESHERNESHE (2T
—F &)

director’s fees were paid to the other independent non-executive
director (2002: Nil).

The number of directors whose remuneration fell within the following MemMATHEZESAZNET ¢

bands is as follows:

Number of directors

EEAH

2003 2002
—R¥=F  “FTF
Nil to HK$1,000,000 Z —1,000,0007& 7T 4 3
HK$1,000,001 - HK$1,500,000 1,000,001 7T — 1,500,000/ 7T = 4
HK$1,500,001 — HK$2,000,000 1,500,001 7T — 2,000,000/ 7T = 1
HK$2,000,001 — HK$2,500,000 2,000,001 7T — 2,500,000/ 7T 3 =

HK$2,500,001 — HK$3,000,000 2,500,001 7T — 3,000,000/ 7T 1

During the year, 500,000 share options to subscribe for ordinary shares
in the Company were granted to a director in respect of his service to
the Group, further details of which are set out in note 29 to the financial
statements. No value in respect of the above share options granted
during the year has been charged to the profit and loss account, or is

otherwise included in the above directors’ remuneration disclosures.

There was no arrangement under which a director waived or agreed to

waive any remuneration during the year.

During the year, no emoluments were paid by the Group to the directors
as an inducement to join, or upon joining the Group, or as

compensation for loss of office.

FA - — U EERE RSB R M ERX500,000
DARBARAEBRZBRE  BHEFER
REF BRI TE29 o Bt 0 F AP IR B AR 2
BELESABLSR TERALXEZHE
ZHEBEEER

FALBEEBUARRARAEREEAME 2

2o
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9. Five Highest Paid Employees 9. ENGREHFHMES
The five highest paid employees during the year included four (2002: FRRENGEFHEERENNES (2T
five) directors, details of whose remuneration are set out in note 8 F:Rfu) c EFeFBEEHR EXHESs - Fg
above. Details of the remuneration of remaining one (2002: Nil) non- — (ZEE=F B IESHERFTHEEZ
director, highest paid employee are set out below: e BHEINMT
2003 2002
HK$’000 HK$'000
—BE=fF T
FTER FHET
Basic salaries, other allowances EXFHe - Hfn R8s
and benefits in kind REWF = 1,475 -
The remuneration of the one non-director, highest paid employee for REBEEZSET=F=-F=+—HLEFE ' &L
the year ended 31 March 2003 fell within the HK$1,000,001 to FEERSHHES 2B N F1,000,001% T
HK$1,500,000 band. 00,0007 7T 2 fA] °
10. Tax 10. HIE
2003 2002
HK$’000 HK$'000
—EE=F —TECF
FTER FTHET
Group: REE :
Current year provision: ZJSEF B
Hong Kong B - -
Elsewhere H {3t = 19 31
19 31
Hong Kong profits tax refunded REBBFEH (1,548) -
Overprovision in prior years TFREBRERE (761) -
Tax charge/(written back) for the year AFEEzBMEIL/(E#) (2,290) 31

Hong Kong profits tax has not been provided as the Group did not AR AEERERNSESESEBERE SN (=
generate any assessable profits arising in Hong Kong during the year TE—F | WERALEELTEFER 2
(2002: Nil). Taxes on profits assessable elsewhere have been calculated B EME s ERR RN BB AREBL
at the rates of tax prevailing in the countries in which the Group BERMEZBEREM 2 IRTEAA « 2ERE
operates, based on existing legislation, interpretations and practices in Bl S IRITH Rt E B fg o

respect thereof.
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10. Tax (continued)

Deferred tax has not been provided as there were no significant timing
differences which would give rise to a deferred tax liability at the
balance sheet date (2002: Nil).

11. Net Loss from Ordinary Activities Attributable to
Shareholders

The net loss from ordinary activities attributable to shareholders for the
year ended 31 March 2003 dealt with in the financial statements of the
Company was HK$112,603,000 (2002: HK$162,422,000).

10.

11.

BLIE ()

BER ARYENERECHBAGBLZE
REFZ - U BRBRENA(CET_F: H) o

BRREEEEXHBREFHE

FRARARABBEREAREEZHE=
FZR=T-BLFERREEATEBER
F 5 A112,603,0008 L (Z 2T =& :
162,422,000/ 1) °

TE=

12. Loss Per Share 12. BREE
The calculation of basic loss per share for the two years ended 31 BE-_SE=-F-FA=-+—HLRMEFEZS
March 2003 is based on the following data: BREXRERE - Dz FHIEEHE
2003 2002
HK$’000 HK$'000
—EE=F —TT-F
TAERT FHET
Loss: B
Net loss attributable to shareholders IR R FE (L B 18 3 58 (110,538) (165,439)
Shares: R
Weighted average number of shares inissue B %17 i% {7 14 F 35 & 511,250,000 511,250,000
A diluted loss per share amount for each of the year ended 31 March BEZZZT=FfK-TT-_F=A=+—HLt
2003 and 2002 has not been disclosed, as the share options and FESF2EREIBRUSBERE - AR

warrants outstanding had an anti-dilutive effect on the basic loss per

share for these years.

EZERERREEEHREFEZERER
BEREREEYE

70 PROSTEN TECHNOLOGY HOLDINGS LIMITED ANNUAL REPORT 2003



Notes to Financial Statements (continued) BT8R R K5t @

31 March 2003 —FE=F=A=+—H

13. Fixed Assets 13. BEEE
Group rK
Office and
computer
equipment,
furniture
Leasehold and fixtures
improvements WAEHE K Motor
HE = KM vehicles Total
ESLS S HEERE AE &5t
HK$’'000 HK$’000 HK$ 000 HK$’'000
TAT TAT FTAT TAT
Cost: NI
At beginning of year F 5 3,353 24,885 1,340 29,578
Additions NE 210 341 - 551
Disposals HE (1,047) (447) - (1,494)
Exchange realignment BE 3 & @) 6) @) (10)
At 31 March 2003 RZTE=
=A=+—8 2,514 24,773 1,338 28,625
Accumulated depreciation RETHER
and impairment: A
At beginning of year F1 1,671 16,127 607 18,405
Provided during the year FREE 1,033 4,050 343 5,426
Disposals HE (659) (322) = (981)
Exchange realignment bE (1) @) (1) (4)
At 31 March 2003 RZTT=F
=A=1+—8 2,044 19,853 949 22,846
Net book value: REFE
At 31 March 2003 RZTT=F
—A=1+—8 470 4,920 389 5,779
At 31 March 2002 RZZEZE=F
=A=1+—8 1,682 8,758 733 11,173
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14. Deferred Development Costs

14, EERZER

Group
rEE
HK$’'000
FHET
Cost: A E
At beginning of year F9 6,422
Exchange realignment [ 5, A% @)
At 31 March 2003 R-ZEE=F=A=+—H 6,420
Accumulated amortisation
and impairment: B EHERRE
At beginning of year E4) 4,247
Amortisation provided
during the year FRRE 2B H 709
Impairment during the year
recognised in the profit EREREERZ
and loss account FERRE 1,465
Exchange realignment B X (1)
At 31 March 2003 RZET=F=A=1+—H 6,420
Net book value: REFE
At 31 March 2003 R-_EE=F=A=+—H -
At 31 March 2002 R-ZZEE-F=A=+—H 2,175
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15. Intangible Asset

15. B EE

Group
rEH
HK$’'000
FAET
Cost: XA {E :
At beginning of year and RENER-ZTET=F
at 31 March 2003 =A=+—H 45,889
Accumulated amortisation
and impairment: R EEERE
At beginning of year &3] 1,530
Amortisation provided FRRE 2
during the year 8,413
Impairment during the year ERERIRER
recognised in the profit FRRE
and loss account 30,024
At 31 March 2003 RZTE=F=A=+—H 39,967
Net book value: BREDFE
At 31 March 2003 R_ZEZE=F=ZRA=+—H 5,922
At 31 March 2002 R-ZEE_F=A=+—H 44 359

At 31 March 2003, the Group undertook a review of the carrying value

of the intangible asset. Based on the directors’ assessment, after taking

into consideration of the current market environment and other related

factors, a provision for impairment of HK$30,024,000 was made for the

intangible asset. The provision for impairment was made by reference

to a valuation performed by Grant Sherman Appraisal Limited (“Grant

Sherman”), an independent firm of professional valuers, on the fair

market value of the intangible asset, using a discounted estimated

future cash flows model.

16. Deposits and Club Debenture

R-BE=F=A=1—

A AKREHEVE

EZEREEETRY - REEFLZERMSE
AREMBBARRREEL 25 - DHERE
EE 1B (B B 4530,024,000 7T o MERE 2 E
P 857 5 2 A {E A Grant Sherman Appraisal Limited
([Grant Sherman]) BRA R AR KRR SR EE
AUEFEELATTEMET 2 EETE

16. T EREHES

Group

KE
2003 2002
HK$’000 HK$'000
—EE=F —TECF
TAERT FTHET
Rental deposits BHT & 1,044 1,852
Deposits for purchases of fixed assets BERETEES 48 -
Club debenture EHES 420 420
1,512 2,272
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17. Long Term Investment 17. REBRE
Group
rEE
2003 2002
HK$’000 HK$'000
—g®=f  -TT-%
FTER FHET
Unlisted equity investment, at cost FEMBRAZE ZHKA 49,920 49,920
Provision for impairment BEEE (49,920) (39,548)
- 10,372

18.

The unlisted equity investment represents the Group’s 16% equity
interest in a Sino-foreign jointly-controlled entity in the PRC (the
“Investment”). In the opinion of the directors, the Group does not have
any significant influence over the financial and operating policies of the
Investment and accordingly, it has been carried at cost less any

impairment losses.

Negative Goodwill

As detailed in note 3 to the financial statements, on the adoption of
SSAP 30, the Group applied the transitional provision of SSAP 30 that
permitted negative goodwill in respect of acquisition of subsidiaries prior
to the Group’s accounting period beginning 1 April 2001, to remain

eliminated against consolidated reserves.

The amount of the negative goodwill remaining in consolidated reserves
as at 31 March 20083, arising from the acquisition of subsidiaries prior to
the Group’s accounting period beginning 1 April 2001 was
HK$27,445,000 (2002: HK$27,245,000).

18.

FETRAREEARERFE—FKFIAR
EH DR Z16%BAES ([ZRE]) - EFR
R AEBHRREZMBEREEHRL A
BENEATE Rt ZRECERAARE
AR E R R FIR -

EHE

Ti%

ME B RAN S - ARMEH BB ER
£305% - AEERA G ERKERFEI0N 2B
B  ZREATAEER G BB 28
—FNA-BARKEBERBARESZ
BRBNRGAREBETHE -

—77

_E(,

SEREHHBMZ B _ST-FNA—AA
WENBARIMELAZ BFEBNREBE=Z
EZR=t+—RzRAHEET BEA
445,000 7T (ZZ T4 : 27,245,00047T)

33|

A
[l

I\)
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19. Interests in Subsidiaries 19. RIHB AR 2R
Company
NN
2003 2002
HK$’000 HK$’000
—EE=F —TT-F
THET FTHET
Unlisted shares, at cost JEEWRMHD 2 A 27,445 27,445
Due from subsidiaries JEE T B B 12 m) ZRIB 360,648 362,168
388,093 389,613
Provision B (271,142) (159,942)
116,951 229,671
The amounts due from subsidiaries are unsecured, interest-free and MBARGERZABELERBERESE  BE
have no fixed terms of repayment. EERE -
Particulars of the principal subsidiaries are as follows: MBARZFEBHINNWT
Nominal
Place of value of Percentage of
incorporation/ paid-up/ equity interest
establishment and registered attributable to
operations share capital the Company
HMAEL B&/ AEEENG
Company BIK & i [N Principal activities
YN EEME BRAEE Bak TEEK
Prosten (BVI) Limited British Virgin US$21,025 100 Investment holding
Islands 21,025% 7T REER
KBRS
Prosten Technology Co., Hong Kong Ordinary 100 Trading of computer
Limited BB HK$1,000,000 equipment, software
RERMEBRAA AR development, system
1,000,000/ 7T integration and system
development
consulting

BEEEMRE &
M ZREBA

R B

Prolink Technology Hong Kong Ordinary 100 Investment holding

Limited Bk HK$5 REZER
&R
BB TT

Worldly Limited Hong Kong Ordinary 100 Investment holding

B HK$10,000 and provision of

AR consultancy services

10,0007% 7T REZERRAR 5 AR
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19. Interests in Subsidiaries (continued)

19. R BBz E S (&)

Nominal

Place of value of Percentage of

incorporation/ paid-up/ equity interest

establishment and registered attributable to

operations share capital the Company

EMRYL ¥ V4 rEBEEMN
Company BRIR = R 7 #E 22 Principal activities
YN EEME BRAEE B TEXEK
Worldly Computer PRC US$1,500,000 100 Trading of computer
(Beijing) Co., Ltd. H 1,500,000% 7© equipment, software
A ﬁﬁ#& (Jt =) development, system
BRA integration and system
development
consulting
BEEMEE - $M¢

i éﬁ ? \/LI l:l
R
Prosten Technology (Shanghai) PRC US$3,500,000 100 Trading of computer
Company Limited H 3,500,000 7T equipment, software
LEERTE# development, system
RirER R A integration and system
development
consulting
EESMER B4
HE - ZHREBEER
R

Broadband Internet Hong Kong Ordinary 100 Provision of broadband
Company Limited &8 HK$20 Internet services
TR AR and solutions
207 7T 1R F 5R B B A
KRR TR
R %
Unison Networking Services PRC US$1,500,000 100 Provision of network
(Shanghai) Co., Ltd. H 1,500,000% 7& engineering,
maintenance,
management,

assessment services
and related e-business
consulting services

RENKTRE -
1 AR 75 K2 4H
BETEEH

BE

i

% & AR 75
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19. Interests in Subsidiaries (continued)

Other than Prosten (BVI) Limited, all other subsidiaries are indirectly held

by the Company.

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

in particulars of excessive length.

19. R BBz E S (&)

B Prosten (BVI) Limited4h + BT £ 4 i B 2 &
BBARNAREREE

EEZRR - LRAIARAZHBARTIER
EAFEZRBELABRASEEEFEZER
Bn EFZRR JHAMMBARZFES
SREBRITE -

20. Inventories 20. 78
Group
e
2003 2002
HK$’000 HK$'000
—EE=F —TT-F
TAERT FHET
Work in progress T2 5,651 -
Finished goods Rk 4,125 12,609
9,776 12,609

The carrying amount of inventories carried at net realisable value
included in the above was HK$625,000 as at the balance sheet date
(2002: Nil).
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21. Trade Receivables

Trade receivables, which generally have credit terms pursuant to the
provisions of the relevant contracts, are recognised and carried at
original invoice amount, and an estimate for doubtful debts is made and
deducted when collection of the full amount is no longer probable. Bad

debts are written off as incurred.

An aged analysis of the Group’s trade receivables as at the balance

sheet date, net of provisions, is as follows:

21. EWER

BREFBAOZATE  BUEF-—KREEEE
5o BFURFRREEZSR T UERRIE
WA g @ A 2 B e W E R A
AR AR B B o

AEEREER ZEWER GIRBER) 2
BT

Group

rEH
2003 2002
HK$’000 HK$'000
—EE=F —ET-F
FTAERT FHET
0-90 days 0£90H 5,557 7,805
91 — 180 days 91£180H 3,670 7,076
181 — 365 days 1812 365H 2,208 17
Over 365 days A 365H 9,117 11,730
20,552 26,628

22. Short Term Investments 22. BHRE

Group

rEH
2003 2002
HK$’000 HK$’'000
—EE=F —ET-F
FTERT FHET

Investment funds outside Hong Kong, BEUIINZIREES

at fair value ZRFEE 3,218 7,158
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23. Cash and Cash Equivalents and Pledged Deposits

)

23. BERASEENUARBERER

Group Company
rE PN
2003 2002 2003 2002
Note HK$’000 HK$’000 HK$’000 HK$'000
Bt 55 —EE=F —EE-F —EE=F —ERE-F
TERT FHBT TAERT FHET
Cash and bank balances W& MIRTTEE 5 3,146 17,492 81 83
Time deposits placed at TR BE
financial institutions ZEHFR 50,112 58,081 - -
Other liquid funds HEthRHEE 38,406 58,337 - -
91,664 133,910 81 83
Less: Pledged deposits for i : $B{TEE 2
banking facilities BERMAER 26 (3,909) (6,814) - =
87,755 127,096 81 83

At the balance sheet date, the cash and bank balances of the Group
denominated in Renminbi (“RMB”) amounted to approximately
HK$5,200,000 (2002: HK$2,824,000). The RMB is not freely convertible
into other currencies, however, under the PRC Foreign Exchange
Control Regulations and Administration of Settlement, Sale and

Payment of Foreign Exchange Regulations, the Group is permitted to

exchange RMB for other currencies through banks authorised to

conduct foreign exchange business.

REFH  AEENUARBEZE 2R E RRT
FEER)3£5,200,000/8 7T (ZFE 4 : 2,824,000
BT c ARBETAERABAEMEY - AW
REFEIEEHEIIREE SERNEE
B AEEEEERETINERB R
BRIRARBLBASEMLER -

Other liquid funds included investments in money market instruments HEHEeBRERMEEE 2 E¥mIET

placed at financial institutions.
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24. Trade Payables 24. BHERR

An aged analysis of the Group’s trade payables as at the balance sheet AEEREER ZENBERZERATAOT ¢

date is as follows:

Group
E
2003 2002
HK$’000 HK$’'000
—EE=F —ET-F
FTAERT FHET
0-90 days 0£90H 4,004 4,521
91 — 180 days 91£180H 13 25
181 — 365 days 1812 365H 76 1,997
Over 365 days A 365H 10,111 9,515
14,204 16,058
25. Interest-bearing Borrowings, Secured 25. BEAFEER
Group
RE
2003 2002
HK$’000 HK$’'000
—EE=F —ET-F
TERT FHET
Bank loans, secured EHBIETER - 2,357
Bank loans payable: JERERITER
Within one year —FR - 1,886
In the second year E-ER - 471
- 2,357
Portion classified as current liabilities GFERBEE N - (1,886)
Non-current portion R B R - 471
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26. Banking Facilities 26. RITEE
As at 31 March 2003, the Group’s banking facilities were secured by AEERZZT=F=A=T—H2ZRITEE
bank deposits in the aggregate amount of HK$3,909,000 (2002: TLA#B%E £3,909,000/8 7T (ZZTZ =4 : 6,814,000
HK$6,814,000) and corporate guarantees to the extent of PBIT) ZIRITE R AEE R R A A A B E A T
HK$32,756,000 (2002: HK$99,242,000) executed by the Company B A AE 2 R HER32,756,0008 T (Z T T =
and certain subsidiaries of the Company. F 1 99,242,000/ 7T) & BN /5 °
At 31 March 2003, the banking facilities utilised by the Group amounted RZZEZE=F=A=+—0 ' A5EBEHAZ
to approximately HK$2,807,000 (2002: HK$4,466,000). RITEEHN A2807,0008TC (T _F :
4,466,000/ 7T) °
27. Deferred Tax 27. EELEBIE
The Group and the Company did not have any significant timing AEERADNBNGEE B I & E ] BEELT
differences which would give rise to a deferred tax liability at the BRBEEE(ZEEF: E)2EARE °
balance sheet date (2002: Nil).
The principal components of the Group’s deferred tax assets not AEBEARUBREBRAZELCHBEELZ £
recognised in the financial statements are as follows: EHHWT
Group
rEE
2003 2002
HK$’000 HK$'000
—EE=F —TT-F
FTER FHET
Tax losses carried forward MBEEEE 5,106 4,358
Accelerated depreciation allowances AN & 3R (166) 372)
4,940 3,986
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28. Share Capital 28. IR
Shares % 2
2003 2002
HK$’000 HK$’000
—EE=F —TE-F
FTET FHL
Authorised: ETERA -
2,500,000,000 shares of HK$0.10 each 2,500,000,0008% & %
E{E0.10% T 2 & 13 250,000 250,000
Issued and fully paid: BETRBRBKRA
511,250,000 shares of HK$0.10 each 511,250,0000% & X E{E0.107% 7T
Z &5 51,125 51,125

Share options
Details of the Company’s share option schemes and the share options
granted under the schemes are included in note 29 to the financial

statements.

Warrants

On 5 January 2001, a bonus issue of warrants (the “2004 Warrants”)
was made in the proportion of one warrant for every ten ordinary shares
then taken up. 51,125,000 units of the 2004 Warrants were issued
pursuant to the bonus issue. Each of the 2004 Warrants entitles the
registered holder to subscribe for one ordinary share of the Company at
a subscription price of HK$1.43 per share, payable in cash and subject
to adjustment, at any time during the period from 9 January 2001 to 8
January 2004. Any shares falling to be issued upon the exercise of the
subscription rights attaching to the 2004 Warrants rank pari passu in all
respects with the existing fully paid ordinary shares on the relevant

subscription date.

At the balance sheet date, the Company had 51,125,000 (2002:
51,125,000) units of the 2004 Warrants outstanding. The exercise in full
of such warrants would, under the present capital structure of the
Company, result in the issue of 51,125,000 additional ordinary shares
and additional share capital of HK$5,112,500 and share premium of
HK$67,996,250 before the related share issue expenses.

ke
ARBZBBRES B RREBEZFEAREZBR
BZHFRHANMBREHMZT29 -

ARER

—TT—F—FHAB  ARARRERSEET
RERIRER —HRREE 2 L OIAFIBTR
BREE (T TNFERREE]) - RIBAF 2
1178 A B2 %4751,125,0000 — 2T M0 & Rk HE
F-BH_ZSTHFRAREZHE T ELHAA
BF IR T -—F-ANBE-_TTNEF
— AN\ BHE R IR B AR 1435 T 2 SREE (7]
FHE)UREBBEADR—REBR - 175
TTNFRREBMM 2 REEME THITZ
Ry - ESFEEEHERERBAREH
BRRBRAZERRZR TSk -

REER - AA7)H51,125000(ZFF =F :
51,125,000) 7 HARATE 2 — ST MFRIREHE o
BEADRAZATERER  BBITEEBER
PR AR 35 198 SR A B BB S1NEE 1751,125,0008% & i
R R IEBEBINRAS,112,50078 7T + W B (R K
st AR 1D 8177 < Al IR 19 % 867,996,250

JC °
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29. Share Option Schemes 29. BRR#EE

SSAP 34 was adopted during the year, as explained in note 2 and
under the heading “Employee benefits” in note 3 to the financial
statements. As a result, the following detailed disclosures relating to the
Company’s share option schemes are now included in the notes to the
financial statements. In the prior year, these disclosures were included
in the Report of the Directors, as their disclosure is also a requirement
of the GEM Listing Rules of the Exchange.

The Company’s share option scheme which was adopted on 7 March
2000 (the “Old Scheme”) was terminated and replaced by a new share
option scheme approved by the shareholders at the extraordinary
general meeting of the Company held on 9 April 2002 (the “New
Scheme”). The options granted under the Old Scheme remain

exercisable within their respective exercise periods.

A summary of the Old Scheme and the New Scheme is set out below:

(@) Old Scheme

The Company operates a share option scheme for the purpose of
providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Eligible
participants include the Company’s directors and employees of the
Group. Under the Old Scheme, the board was authorised, at its
absolute discretion, to grant options to the Company’s directors
and employees of the Group, to take up options to subscribe for
ordinary shares of the Company. The Old Scheme became
effective for a period of 10 years commencing on the listing of the
Company’s shares on the Growth Enterprises Market (the “GEM”)
of The Stock Exchange of Hong Kong Limited (the “Exchange”) on
28 March 2000.
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29. Share Option Schemes (continued) 29. BIRAEE (|

(b) New Scheme (b) HistE

The New Scheme became effective for a period of 10 years
commencing on 23 April 2002. Under the New Scheme, the
directors may, at their sole discretion, grant to any eligible
participants options to subscribe for ordinary shares of the
Company at the higher of (i) the closing price of shares of the
Company on the GEM as stated in the Exchange’s daily quotation
sheet on the date of the offer of grant; or (ii) the average closing
price of the shares of the Company on the GEM as stated in the
Exchange’s daily quotation sheets for the five trading days
immediately preceding the date of the offer of grant; and (iii) the
nominal value of the share. The offer of a grant of options may be
accepted within 21 days from the date of the offer. A nominal
consideration of HK$1 is payable on acceptance of the grant of an
option. The exercise period of the options granted is determinable
by the directors, and commences after certain vesting period and
ends in any event not later than 10 years from the date of the offer
on which the offer for grant of the option is made, subject to the

provisions for early termination thereof.

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

time.

The total number of shares which may be allotted and issued upon
exercise of all options to be granted under the New Scheme is an
amount equivalent to 10% of the shares of the Company in issue
as at the date of the extraordinary general meeting held on 9 April
2002.

e BB ARRAREHAEN_FFT_F
A T=RARBER  RE0F - RIE
#itd EENEENBERERNSERS
BAEREBRE  URIRENE LB S
BT HREE LMD RRNES
ERzZWHE - HOBEBHR LB SR
LR 5 RBRAEEREE LMIAL
Al ERI AR 2 FIPURTE ¢ R in
HEARSERE) ZERABARA L
TRR - ERBREZENZHRBEN
REIE21H - ZEMBRER AN REN
REVET - MRBREZTENREES
BET UNKESBHERG  REE
BN TARE AR b2 16T H BB A
2HBHBHEADT0F =R °

EREH 8 RS E 2 H o FE B st 2
FRE RS TITREZAA HRETE
BRERETEMS FTEERBETIESRS
HE  UASKTBBETHEETZAR
Al BB RIE 5 230% °

FRIR 3T T 8 SR 2 e B AR R 1T
MA R RETzRDEE  HHBHASE
REZERREIAERITEH_TT=
WMANBZAREEETRG 210%
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29. Share Option Schemes (continued)

29. BBRESTE (@)

The following share options were outstanding under the Old Scheme FRENE AR KRETECEBRENT

during the year:

Number of share options Price of Company's shares**
ERERA Exercise period of Exercise price of KDARAER™
At31  Dateofshare  shareoptions  share options At re-grant At exercise
Name or category of At1 April 2002 Transferred Exercised Lapsed March 2003 options re-granted* re-granted re-granted**  date of options  date of options
participant W=2BZE  duingtheyear duringtheyear durngtheyear ~ H=FF=f BRE  ERCERE  ERERE HERE HERE
SEANLIEN mA-A EhER ERfif ER&¥  ZA=t-H ERRH* i PAiLd ERRE fiERy
HKS HKS HKS
AT AT AT
Directors
gz
M. Yip Seng Mun 6,000,000 - - - 6000000 22 August2001 22 August 2001 to 040 040 NA
EERRE “35-F 21Augus 2011 TR
NAZtZH BIEE-E
MNRZ + A
i‘J 5--f
NAZt-A
M. Yip Heon Ping 6,300,000 - - - 6,300,000 22 August 2001 22Augus 2001 to 040 040 NA
Eqint “EE-F )1 August 2011 FER
NBZtzH B2%5-£
MNRZ + A
E‘J —F
NAZt-A
M. Yip Heon Wal 5,300,000 - - - 5300000 22 August 2001 22Augus 2001 to 040 040 NA
Lkt “EE-E 01 August 201 TR
NAZtZH BI3%-
MNAZt=R
I-%--%
NAZt-A
M. Yip Heon Keung 5,300,000 - - - 5300000 22 August 2001 22Augus 2001 to 040 040 NA
Rt “EE-F )1 August 2011 FER
NAZtZH BI3%-
MNAZt=R
I3
JAV:
. Chen Fu Kuen, Gladys # 4300000 (4,300,000 - - - 2 August2001 22 August 200t to 040 040 NA
RERLL “EE-F )1 August 2011 FER
NE=t-A BI5T-%
MNAZt=R
I-%--%
NAZt-A
M. Clerment Lau 1,600,000 - - - 1600000 22 August 2001 22Augus 2001 to 040 040 NA
Yrrik “EE-F )l August20M TR
NAZtZA H-3T-%
MNAZt=R
I3
NB=t-H
28,800,000 (4,300,000 ) - - 24,500,000
Other employees
AR
In aggregate 3,525,000 4,300,000 - (2,150,000 5675000 22 August2001 22 August 2001 to 040 040 NA
A “EE-E )1 August 20t TR
NAZ+ZH BIET-E
MNAZTZH
-3¢
[‘\ﬂ:*_a

32,325,000 - = (2:150,000)

30,175,000
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31 March 2003 —FE=F#=A=+—H

29. Share Option Schemes (continued) 29. BIRAEE (|

The following share options were outstanding under the New Scheme

during the year:

FAHFEARRETEZBBRENT

Number of share options Price of Company's shares**
EREgA Exercise period of Exercise price of KRARAER™
At31  Dateofshare shareoptions share options At grant At exercise
Name or category of At1 April 2002 Granted Exercised Lapsed March 2003 options granted* granted granted*  date of options  date of options
participant W-ZEZE  duringtheyear duringtheyear duringtheyear  W-EF=E BhRE REBRE  RUBRE HERE HERE
SEEREIRA BA-R ERRH ERif Epgk  ZR=1-H REAg LiESR LiEE REAg fiERg
HKS HKS HKS
AT AT AT
Director
£z
Mr. Au Shing Kiwok - 500000 - - 500000 2May2002  22May2002to 026 026 NA
BRERLE kS ol 21 May 2012 T8H
il oy BI%3C
il
3-%-2f
A=t-8
Other employees
AtRE
In aggregate - 20,130,000 - (3,680,000 16200000  2May202  22May2002t0 026 026 NA
aif Z%5C 21 May 2012 T
il o TEECE
il
3-%-2f
A=t-8
- 20630000 - (3,680,000 16,750,000
#  Ms. Chan Fu Kuen, Gladys resigned as a director of the Company, but # H_ZEZ-_FN\ANBR BEEZIHIAK

remained as an employee of the Group with effect from 8 August 2002.
Pursuant to the Old Scheme, Ms. Chan Fu Kuen, Gladys is still entitled to
the share options granted in prior year to subscribe for 4,300,000 ordinary
shares in her capacity as an employee of the Group.

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

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

***  The price of the Company’s shares disclosed as at the date of the grant of
the share options was the Exchange’s closing price on the trading day on
the date of the grant of the share options.

*ohok

RAEE—BEBEELAEEZES - BREE
HE RERLTMANAEBEREZENE
B _EFE R AT 758 4,300,0008% L@ 2 8
PR #E o

BREZEARERAERBEEROREIARA
RIEARBRESBZRE AR BRE
RETR2LEEEHNMZ TR EBAMRR

BRELTEBEARRIARETRALFMR
AEEBRUEDEATRE -

R RRER T BN E 2 AR RARE TIN B
BRERHEB RS AERIMKTE -
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29.

30.

Share Option Schemes (continued)

At the balance sheet date, the Company had 30,175,000 and
16,750,000 share options outstanding under the Old Scheme and the
New Scheme, respectively. The exercise in full of these options would,
under the present capital structure of the Company, result in the issue
of 46,925,000 additional ordinary shares of the Company, additional
share capital of HK$4,692,500, and share premium of HK$11,732,500,

respectively, before related share issue expenses.

Subsequent to the balance sheet date, a total of 260,000 and 340,000
share options lapsed under the Old Scheme and the New Scheme,

respectively following the resignation of certain employees of the Group.

Share options granted under the Old Scheme and the New Scheme do
not confer rights on the holders to dividends or to vote at shareholders’

meetings.

Reserves

Group
The amounts of the Group’s reserves and the movements therein for
the current and prior years are presented in the consolidated statement

of changes in equity of the financial statements.

29.

30.

BRESE @

REER  REEFERFTE  KNAAH 5
30,175,000 16,750,00013 i A 1T 2 B AAE -
BEAABZHATERER  BETERKRT
1 2 B AR 148 B 1 R B8 1V 17 46,925,0008%
RRR) 2 E Bk REGFEINRA4,692,500/8 T
W (R AREHE B G E1TH XA R % E
11,732,500/ T

REBER®R  REBEEABARFFIARAREE
TLfE BB R R BB 8 2 B /260,000
% 340,0007 °

RIBES B R IR N 2 BRAEY T T

BAERBEESINBRAE LRRZERN -

W

N

AEERFARBEFELRAECEREED
BRIINMBERRZGARGEHRERA -

Company ENA
Retained
profits/
Share (accumulated
premium losses)
account REEF Total
1% 47 5 12 iR (BRstE8R) wm
HK$’000 HK$’000 HK$'000
FATT FHET FHEIT
At 31 March 2001 R_ZEZE—F=A=+—H 339,275 1,684 340,959
Net loss for the year FARBEFE - (162,422) (162,422)
At 31 March 2002 and RZBE-_F=F=+—HEK
1 April 2002 “ZZE-_FMA—H 339,275 (160,738) 178,537
Net loss for the year FREEFE - (112,603) (112,603)
At 31 March 2003 R-ZEE=F=F=+—H 339,275 (273,341) 65,934
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30. Reserves (continued)

@)

The share premium account of the Company includes (i) shares
issued at premium; and (i) 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 at the time of the Group reorganisation
in preparation for the listing of the Company’s shares in 2000.
Under the Companies Law (2001 Revision) of the Cayman Islands,
the share premium account is distributable to the shareholders of
the Company provided that immediately following the date on
which the dividend is proposed to be distributed, the Company will
be in a position to pay off its debts as and when they fall due in the
ordinary course of business. The share premium account may also

be distributed in the form of fully paid bonus shares.

The Company’s reserves available for the distribution comprise the
share premium account after the deduction of accumulated
losses. At 31 March 2003, in the opinion of the directors, the
reserves of the Company available for distribution to shareholders
amounted to HK$65,934,000 (2002: HK$178,537,000) subject to

the restrictions stated in note 30(a) above.

31. Note to the Consolidated Cash Flow Statement

Major non-cash transaction

During the year ended 31 March 2002, part of the consideration of the

acquisition of the long term investment, in the amount of HK$5,460,000,

was discharged through settlement of the amount due from a trade

debtor of the Group.

30. f#fh (@)

31.

(@)

NN ol il
B ROARARRZSTTFHITAE
B S A A B E AR D RIRR D b T B A AR
BARIZBETRAMETZRG ZEHE
HBHBARARDRMNE 2B ZHEBE
EFEMEZASE - REASHESARZE
(ZZZ—FBIAX) ROBEREATHRS
ETARRZIRE  ERBERZDER
B2 BHEARARNARRBREELBE
REEIRREELEE - RIVEERN
AR RAKR 2 ANETDIR °

(b) AR A DR 2 & B R0 R B R
BREFTBEERENK -R=ZTE=F=/=
+—B BEERAAQFAHS K TR
2 5265,934,0008 T (ZEE & :
178,537,000/ 7T) @ MEZAX £ 7 30()
Pt 2 BR i 45 PR o

SERERERMT

TEXBERS

BE_TT_F-A=1+-HLEFER KE

KB ZH
AEHE

AR B =5,460,000 TE BB
—WEBESEBAMRFBZAAI -
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32. Operating Lease Arrangements 32. KEMNZTH
The Group leases certain of its office properties under operating lease AEERBLEEHORHEHEES T - £
arrangements. Leases for properties are negotiated for terms ranging EREBYELHERNE —ENERE -
from one to four years.
At 31 March 2003, the Group had total future minimum lease payments RZZEZE=F=RA=+—0 ' 25BREHNH
under non-cancellable operating leases falling due as follows: [ERAAAHELCEEANA R 2R ERONRK
BT
Group
K&
2003 2002
HK$’000 HK$'000
—EE=F —TT-F
FTER FHET
Within one year —FR 5,629 7,020
In the second to fifth years, inclusive E_EZFERF(BEEREMSF) 7,458 2,274
13,087 9,294
The Company did not have any significant commitment under non- RNEER - AREWEER AR HELEHL
cancellable operating leases at the balance sheet date (2002: Nil). CEAEE(CET_F &) o
33. Commitments 33. &IE
()  Capital commitments contracted for () BATEETR 2 ERERE

Group
RE
2003 2002
HK$’000 HK$’000
—EEZ=H —EE-F
FTET FHET
Acquisition of fixed assets WEEEEE 351 111
Investment in a subsidiary in the PRC BRER—EHPEHE AR 3,900 -
4,251 111
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33.

34.

35.

36.

Commitments (continued)

(i) At the balance sheet date, the Group had outstanding commitments
to provide funding amounting to HK$1,311,000 (2002:
HK$1,311,000) for certain research and development projects
undertaken by an independent third party in respect of the Group’s

products.

The Company had no significant commitment at the balance sheet date
(2002: Nil).

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$32,756,000 (2002: HK$99,214,000) in
respect of banking facilities granted to certain subsidiaries of the

Company.

As at 31 March 2003, the banking facilities granted to the subsidiaries
subject to these guarantees given to the banks by the Company were
utilised to the extent of approximately HK$2,807,000 (2002:
HK$4,466,000).

Comparative Amounts

As further explained in note 2 to the financial statements, due to the
adoption of certain new and revised SSAPs during the current year, the
accounting treatment and presentation of certain items and balances in
the financial statements have been revised to comply with the new
requirements. Accordingly, certain comparative amounts have been

reclassified to conform with the current year’s presentation.

Approval of the Financial Statements

The financial statements were approved and authorised for issue by the
board of directors on 25 June 2003.

34.

35.

36.

(i) HER AEERBUFE=FAAEH
ZEMFMETZETHELFAZRBEBEER
SERK 2 AJE - AR IR E £31,311,000

BIL(ZZEZ 4 : 1,311,000 )

IIE

ADFREH AL EEARE (=

Tz

ZF fE) o

FAREE

R&EER  AEBYEEFAERNIRERE

AREAMBEFARARETHBERAZRITHE
A& TR 17 i 4t A BUE32,756,0008 75 (= F
T —4F : 99,214,000 7T) Z A Al &R ©

R-_ZBE=F=ZA=+—8 ' BEAQXFRRE
TREZERMRTHERARZRITRES
Fi 492,807,000/ 7T (ZZZ =4 : 4,466,000/

L) e

EHEEF

M EHRM E2 2 E— FRE - AN F AR

ETHARBEIT G EBEL  MBER

NETHEREHRZEHRETEZREZRATRA
EREERT  UHAHMAE - Bt ETHEE

FETEY  UNEAEE2HAA -

BB HmR 2R

MBBRN-_ZSZR=F A-_tLAEESE
kR ER M
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Notice of Annual General Meeting RREBEARSEE

NOTICE IS HEREBY GIVEN that an Annual General Meeting (the
“Meeting”) of the members of Prosten Technology Holdings Limited (the
“Company”) will be held at Unit 2402 Bank of America Tower, 12 Harcourt
Road, Hong Kong on Thursday, 24 July 2003 at 10:30 a.m. for the following

purposes:

1. To receive and consider the audited consolidated financial statements
and the reports of the directors and auditors for the year ended 31
March 20083;

2. To re-elect Directors and to authorise the board of directors (“Board”) to

fix the Directors’ remuneration;

3. To re-appoint auditors and to authorise the Board to fix their

remuneration;

4. As special business to consider and, if thought fit, pass the following

resolution as an Ordinary Resolution:
“THAT

(@) subject to paragraph (b) of this Resolution, the exercise by the
Directors during the Relevant Period (as hereinafter defined) of all
the powers of the Company to purchase ordinary shares and 2004
Warrants in the capital of the Company on the Growth Enterprise
Market (the “GEM”) of The Stock Exchange of Hong Kong Limited
(the “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 of Hong Kong (“Securities and
Futures Commission”) and the Exchange for this purpose, subject
to and in accordance with all applicable laws and the requirements
of the Securities and Futures Commission and the Exchange or
any other stock exchange as amended from time to time and all
applicable laws in this regard, be and is hereby generally and

unconditionally approved;
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Notice of Annual General Meeting (continued) IRRBEXEEE @

()

the total nominal amount of shares of the Company to be
purchased pursuant to the approval in paragraph (a) above during
the Relevant Period shall not exceed 10 per cent. of the total
nominal amount of the share capital of the Company in issue on
the date of this Resolution, and the subscription rights attached to
2004 Warrants to be purchased pursuant to such approval during
the Relevant Period shall not exceed 10 per cent. of the total
subscription rights attached to 2004 Warrants outstanding on

such date, 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;

(i)  the revocation or variation of the authority given under this
Resolution by ordinary resolution of the shareholders in

general meetings; or

(i) 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 of

Cayman Islands to be held.”;

As special business to consider and, if thought fit, pass the following

resolution as an Ordinary Resolution:

“THAT

@)

subject to the following provisions of this Resolution and pursuant
to the Rules Governing the Listing of Securities on the GEM of the
Exchange, the exercise by the Directors during the Relevant
Period (as hereinafter defined) of all the powers of the Company to
allot, issue and deal with additional shares in the share 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;

RiIE EX(@BRZIERBRAHEZTBEA
ARBZBEHEAEREISBBAARR
FRZRERBZABETRAZEER
F10% » A RIRBEIA EHER B REHE K
TEAZ —ZZNFERREE I REE
TRBBARZREBBZARHARITES
TRPUERIRIER T R ETE10% -
L $E RIS - R

RARZEMES @ [FAHREIERRAZER
BRZABETI =R 2BEAMIEY
HAR

) ARATERRBFASHERE

i) ARFABRNBRAE LEBBERR
ERHMEAEIRBEARBRREEZ
BHZH &

iy AREZHEBERMASHSHSHE
MEREPIREARARARBBH TER
REFAREZHRERE |

5. ERBHEE ZRERKNBARBUATRERR

FRRER
LE
@ ERRERTHRXZART - RIEHR

FrEIRRE S EMRA - —RREHTH
EEENERAR (BRRNT) TEAAT
—ENNEE - BT REERDBBRA
RZEIMNEAD  WEHBIREF R KA
REIERSRNZERER  HERE
PR
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(B)

the approval in paragraph (a) of this Resolution shall be in addition
to any other authorisation given to the Directors and shall
authorise the Directors 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) and issued by the Directors pursuant to
the approval in paragraph (a) of this Resolution, otherwise than
pursuant to (i) a rights issue where shares are offered to
shareholders of the Company or any class thereof on a fixed
record date in proportion to their then holdings of shares or any
class thereof (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) the exercise of any options granted
under any option scheme or similar arrangement for the time being
adopted by the Company for the grant or issue to eligible
participants thereunder or rights to acquire shares in 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 in force from time to time,
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;
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(i) the revocation or variation of the authority given under this
Resolution by ordinary resolution of the shareholders in

general meetings; or

(i) 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 of

Cayman Islands to be held.”;

As special business to consider and, if thought fit, pass the following

resolution as an Ordinary Resolution:

“THAT conditional upon Resolution 5 above being passed, the general
mandate granted to the Directors to exercise the powers of the
Company to allot, issue and deal with shares and to make or grant
offers, agreements and options which would or 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 to
exercise the powers of the Company to purchase such shares,
provided that such amount shall not exceed 10 per cent. of the total
nominal amount of the share capital of the Company in issue on the

date of this Resolution.”

Notice of Annual General Meeting (continued) IRRBEXEEE @
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By Order of the Board REZEMm

Yip Heon Keung EE

Director AL

Hong Kong, 27 June 2003 B ZET=FA=ZT+EH
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Head office and principal place of business:

Unit 2402 Bank of America Tower
12 Harcourt Road
Hong Kong

Notes:

1. The Register of Members of the Company will be closed from Tuesday, 22 July
2008 to Thursday, 24 July 2003, both days inclusive, during which period no

BWERRFELEME

ERE12%
EBRITHO2402F

>
51

AR -_EE=Ft+tA-_t+-H(EH ) EE_

ZN
ZE=F+A-+WA(RHM) L (BREEERA) B

4H|
|11

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 and transfer forms and in case of warrantholders, all duly completed
subscription forms accompanied by the relevant warrant certificates and the
appropriate subscription monies must be lodged with the Company’s branch
share registrar in Hong Kong, Tengis Limited at 28th Floor, Bank of East Asia
Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong not later than
4:30 p.m. on Monday, 21 July 2003.

A member of the Company entitled to attend and vote at the Meeting is entitled
to appoint a proxy to attend and on a poll, vote in his stead at the Meeting and
that the appointment shall specify the number and class of shares in respect of
which such proxy is so appointed. A proxy need not be a member of the

Company.

The instrument appointing a proxy and the power of attorney or other authority, if
any, under which it is signed, or a notarially certified copy of such power or
authority, must be lodged with the Company’s branch share registrar in Hong
Kong, Tengis Limited at 28th Floor, Bank of East Asia Harbour View Centre, 56
Gloucester Road, Wanchai, Hong Kong not less than 48 hours before the time

appointed for holding the Meeting or any adjournment thereof.
Explanatory statements setting out further information regarding Resolutions 4 to

6 above will be despatched to members of the Company and for information

only, warrantholders together with the 2003 Annual Report.
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Prosten Technology Holdings Limited
Unit 2402 Bank of America Tower
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