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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 sector or countries in which the
companies operate. Prospective investors should be aware of the potential risks
of investing in such companies and should make the decision to invest only after
due and careful consideration. The greater risk profile and other characteristics
of GEM mean that it is a market more suited to professional and other sophisticated
investors.

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

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

Statement

CEWEE

~

Steve Lau Siu-ying
8 E

Chairman |

Fortune Tele.com Holdings Limited
E3
REBEHEEHERAA

To Our Shareholders

On behalf of the Board of directors of Fortune Tele.com
Holdings Limited (“Fortune Tele.com” or the “Company”),
I am pleased to present the annual results of the Company
and its subsidiaries (the “Group”) for the financial year
ended March 31, 2000. This is the first annual results of
the Group since it was successfully listed on the Growth
Enterprise Market (“GEM”) of The Stock Exchange of
Hong Kong Limited on February 16, 2000.

Results

During the year under review, the Group’s turnover was
HK$1,380 million when compared to last year's figure of
HK$819 million, representing a surge of 68% against the
previous year. Profit attributable to shareholders
amounted to HK$50.8 million, an increase of 128% over
last year. This profit was mainly contributed by our core
operation. It is expected that a significant capital gain on
the investment of PacificNet.com LLC (“PacificNet.com”)
can be recorded in the Group’s first quarter results as at
June 30, 2000.
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Dividends

The directors propose a final dividend of 5 HK cent
per share to be paid to the shareholders on record on
August 28, 2000.

Review and Outlook

The successfully listing on the GEM Board on February
16, 2000 marked the most exciting year for the Group
since our establishment in 1992. With over 10 years’
experience in the telecommunications business,
especially mobile phones in the People’s Republic of
China (“PRC"), we are one of the industry's leading
distributors.

The mobile phone industry in the PRC has been
booming since 1993. The number of mobile phone
users increased 40% and reached 56 million by the
end of 2000. However, the penetration rate is still
relatively low, at 4% against an average of 10% in the
Asia Pacific region, representing even stronger market
potential.

Promising market opportunities stimulate more
competition,brought on by an increase in the number
of mobile phone manufacturers and distributors in the
PRC. A number of local brands also sprang up due to
burgeoning demand. These local brands were
manufactured and sold in the PRC, targetting the lower
end of the market that mainly consists of price
conscious working groups. The local brands offer
mobile phones at a relatively lower price than
international well-known brands and began to put
pressure on the international brands that provide
mobile phones with superior functions. There are signs
that consumption patterns have began to change and
profit margins for existing industry players are likely
to be under pressure.
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The Group is responding to this change. New brands
and models are being introduced to fulfil the needs of
this market segment. In the coming year, the Group
plans to penetrate the different market sectors to
satisfy the various needs of
specific target markets.

Another major reason for the
Group’s success is that the
Group was one of the first movers
in the vast and growing mobile
phone market in the PRC. To
accommodate each province's
specific requirements, the Group
has divided its distribution and
after-sales service networks into
three regions, Northern China,
Eastern China and Southern
China, to cover the entire
country.

Leveraging the technical expertise of PadificNet.com,
the Group is able to start integrating their innovative
and value-added services to existing mobile phone
services in order to provide multimedia products and
services to customers in the PRC.
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This was accomplished through the investment in
PacificNet.com. PacificNet.com is an American and
Hong Kong based leading business-to-business
(“B2B”) e-commerce provider focusing on the trans-
Pacific B2B trade. With the support of PacificNet.com
along with the expertise of the Group’s own technical
team, the Group launched its corporate website www.
fortunetele.com and e-commerce portal www.
telecom-port.com in December 1999. This represents
a significant move for the Group as it diversified into
the booming telecommunications and internet
superhighway business.

Looking ahead, the Group will strengthen its mobile
phone business through the introduction of new
brands targeted at different market segments. In
addition, business diversification into the internet world
will further strengthen the Group’s foothold in the
industry to become a leading wireless multimedia
communications product and service provider.

Appreciation

People are always the key contributor to the Group’s
success. On behalf of the Board of directors, | would
like to extend my deepest appreciation to our
management and staff for their dedication and
commitment.

In addition, | would like to express my sincere thanks
to our business partners for their continued support
over the past years. | look forward to even closer
relationships as we consolidate our business position
while exploring new business opportunities.

Lau Siu-ying, Steve
Chairman

Hong Kong, June 27, 2000
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Management Discussion

and Analysis

ERETHR

Financial Review

During the year under review, the turnover of the Group
increased 68% to HK$1,380 million over the previous
financial year. Profit attributable to shareholders
increased to HK$50.8 million representing a 128%
growth when compared to HK$22.3 million the year
before and which is also 3.7% higher than the forecast
profit of HK$49 million as set out in the Company’s
prospectus, dated February 9, 2000 .

Review of Operations
Mobile phone distribution

Mobile phone distribution continued to be the Group's
focal point in view of the enormous growth in the
number of mobile phone users in the PRC. Building
on its extensive distribution network in the PRC, the
Group is well positioned to benefit from the
tremendous growth in the industry. For the year ended
March 31, 2000, the Group sold over 1 million mobile
phones in the PRC.

During the year under review, the Group distributed
several new models including Nokia's 3210 (dual
band), 7110 (WAP phone), 8850 (dual band) and 8210
(dual band) mobile phones.
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Apart from the introduction of new
brand models, the Group also
emphasizes its technical capabilities
and the provision of comprehensive
after-sales services. The Group entered
an agreement with Telemax Services
Limited (“Telemax”) to acquire a 20%
interest of Telemax at a consideration
of HK$400,000. Telemax is principally
engaged in the provision of repair
services for mobile communication
products and equipment in Hong Kong. With its technical
support, the Group is able to leverage Telemax's
capabilities to strengthen the Group's after-sales
services.

Currently the Group has a wide customer base of over
250 customers, including wholesalers, regional
distributors, purchasing agents, PRC importers,
retailers and network operators throughout the PRC.

Complementary marketing and after-sales services
are provided through an extensive network of 80
authorized distributor shops and 85 authorized dealer
shops operating under the Group’s trademark,
spreading in over 50 cities across over 20 provinces
in the PRC.

The Group also provides technical training and
support to some of its authorized distributors and
retailers in order to enhance competent service
delivery and efficient after-sales services to end users
in the PRC. These value-added services include repair
and maintenance, inspection of mobile phones and
replacement of components and accessories.

In addition to its own distribution network, a total of 18
service centres operated by the Group’s authorized
distributors or dealers in the PRC have been certified
by either Nokia or Philips as having achieved the
required technical standards to service their products.
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E-Business Development

Staying one step ahead is always the road to success.
The Group is currently diversifying into the fast
expanding realms of e-commerce through the launch
of its corporate website and portal together with
investment in key technology companies.

The Group is poised to benefit substantially from
increasing mobile phone penetration and the growth
of e-commerce in the PRC, especially today, where
the internet is completely transforming the way
companies conduct their business. The Group took
its first step into this vast market via the assistance
and advice received from PacificNet.com.

The Group launched an e-commerce telecommuni-
cations portal site www.telecom-port.com in December
1999. This telecommunications portal provides
information on telecommunications, especially mobile
phone related content to mobile phone users in Hong
Kong and elsewhere through the internet. Its corporate
website www.fortunetele.com has also been launched,
a major leap forward in the Group’s efforts to become
a leading multimedia product and services provider.

Subsequent to the year ended March 31, 2000, the
Group had successfully built up an in-house specialist
team for managing the Group’s existing e-business
operation and future development.
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Investments

The Group’s investment strategy is a proven success. In
October 1999, the Group acquired a 21% (later adjusted
to 11.67% upon the enlargement of membership units
issued) interest in PacificNet.com at a total consideration
of US$400,001. PacificNet.com is an American and Hong
Kong based e-commerce full solutions provider
specialising in e-commerce application site construction,
hosting, shopping cart application and product database
development and management, call center and live
customer service support as well as back-end order
processing, payment processing and fulfillment. In March
2000, the Company acquired an additional 3% interest
in PacificNet.com for HK$8.8 million.

The Group greatly benefited from PacificNet.com’s
technical expertise in the early stage of the Group’s e-
business development. Although PacificNet.com diminish
in the role of the Group’s e-business solutions provider
following the Group's establishment of its in-house expert
team, the increasing demand in e-business solution
stimulated significant growth of PacificNet.com
subsequent to the Group's initial investment made in
October 1999. The increasing market value of PacificNet.
com, as indicated by the rising membership unit
subscription prices, gives rise to significant expected
capital gain to the Group.

In March 2000 PacificNet.com had entered into a Share
Exchange Agreement with Creative Master Inc (“CMST"),
a company listed in the Nasdaq of USA. Pursuant to the
agreement, the entire equity interest in PacificNet.com
shall be transferred to CMST for exchanging shares in
CMST, representing approximately 80% of the enlarged
issued share capital of CMST. After completion of the
transaction CMST will also change its name to PacificNet.
com. This transaction is essentially a listing of PacificNet.
com in the Nasdag. The prospect of PacificNet.com also
attracted another investor Asia Pulp & Paper Co Ltd
(“APP"), a company listed in the New York Stock
Exchange with net assets of US$15.6 billion. In May 2000
APP had subscribed new membership units in PacificNet.
com representing 10% of the enlarged membership.
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Outlook
Obtain international brand to strengthen market position

The Group has been distributing many international
branded products. In view of the huge market potential,
the Group will continue to distribute the latest and more
functional international brands which have already
captured a substantial market share in the PRC. In May,
the Group obtained the distribution rights for NEC’s
latest models including SB1000 and DB3300.

Further market penetration in the PRC

In the near future, the Group aims to increase the
number of its authorized distribution shops and dealer
shops to 100 and 110 respectively. Additionally, it
will further its market penetration to 2nd and 3rd level
cities such as Jiamushi and Qigihare in Heilongjian
province, Ganzhou in Jiangxi province and Xinhui in
Guangdong province, to duplicate its success as one
of the major players in the telecommunication market
in the PRC. The management believes there is
tremendous market potential in these provinces.

Expansion of retail network in Hong Kong

The Group has entered into an agreement with Top
Success International Holdings Limited (“Top
Success”) which operates a start up retail chain
consisting of four retail outlets in Hong Kong
specializing in retail of mobile phones and
accessories. Top Success is an authorized distributor
of Hutchison Telecom for GSM/ PCS and CDMA
subscriptions. The Group intends to expand the retail
chain to a total of 8 outlets in Hong Kong in 2000 and
diversifies the product mix to include other
telecommunication products.
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A WAP joint venture

The Group is also in the process of
negotiating with a Finnish based — ' _
company to form a 50:50 joint venture i - — - verwas
with a view to provide a full range of SoTTITTETIoY,
WAP solutions and localized AR Sl

applications to the PRC market.

Internet communications business

A business development team has been formed to
explore and identify various business opportunities
that match the Group’s existing business, with
emphasis being placed on internet communication
services and products.

To match the internet communication plan as stated
in the Group’s business objectives to engage in the
provision of IP telephony services to potential
subscribers in Hong Kong, the Group submitted a
formal application for a PNETS (ETS) license to the
Office of the Telecommunications Authority of Hong
Kong in May 2000. Final approval is expected to be
obtained within 2 months. The Group is now
conducting extensive research on IP telephony
equipment and evaluating the establishment of the
overall call system. At the same time, the Group is
also seeking possible co-operation with IP telephony
operators in the PRC and other countries to explore
and establish a strong market presence.

The Group strongly believes that the application of
internet communication technology is definitely the
international communications trend of the future.
Building on its relationships with the PRC's official
telecom operators throughout the country, the
business development team is focusing on the
sourcing of operator-used telecom equipment and
products. In addition, a local sales-engineering team
has been formed at the Group’s offices in Beijing,
Shanghai and Guangzhou.

Currently, the Group has successfully obtained
exclusive distribution rights for the “Multimedia/
Internet Payphone”, “Prepaid Calling-card Payphone”,
“Telephone-card Vending Machine” and “Auto
Payment/Printing Machine” from various suppliers for
operations in the PRC, Hong Kong and Macau.
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Mobile Commerce Development

In view of the substantial growth in the number of
mobile phone users in the PRC and capitalizing on
the technical capabilities of mobile phones, including
the WAP phone and the upcoming third generation
(“3G”) mobiles, the era of wireless internet is an
opportunity for the Group to leverage its strong mobile
phone distribution network and experience to make
an early move into mobile-commerce.

The vision to diversify into internet communications will
integrate the Group’s different areas of expertise to
provide value-added and multimedia communication
products and services to customers. The investment
in the launch of its telecommunications portal and
corporate website marks its critical steps into the
internet industry.

Part of the net proceeds was used to enhance features
at the websites. The second versions of the websites
were launched in April 2000. The upgraded
telecommunication portal is now capable of using
WAP technology while the corporate website will be
able to provide ERP (“Enterprise Resources
Planning™) services which ultimately eliminate
middlemen, thus effectively reducing transaction
costs and enhancing competitiveness.

Conclusion

According to the Institute of Scientific and Technical
Information of China, it is expected that there will be
more than 200 million mobile phone users by 2010.
Looking ahead, the distribution of mobile phones
remains the Group’s major profit contributor while the
contribution from internet businesses will increase
gradually. With vision, technology and its solid
foundations, the management is confident of the
Group’s future.
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Use of Proceeds

The Group raised HK$142.5 million through the initial
public offering. After deducting related expenses, net
proceeds were HK$133.4 million.

The Group will apply the net proceeds from the listing
as stated in the prospectus. With the funds raised,
HK$30 million has been placed as a short term deposit
with a bank in Hong Kong at the prevailing market
rate to be pledged against the Group’s bank
borrowings of RMB28 million at the prevailing market
rate, in the PRC for its mobile phone operations.

As at March 31, 2000, the Group agreed to acquire
an additional 3% interest from an executive director
of PacificNet.com at a total consideration of HK$8.8
million. The acquisition was approved at a special
general meeting in April 2000.

The remaining net proceeds of HK$94.6 million has
been placed with licensed banks in Hong Kong for
future use as identified by the Group’s business plans.
Cash and bank balances as at March 31, 2000 was
HK$166.8 million.

In view of the booming telecommunications and
e-commerce industries, the Group will take advantage
of burgeoning opportunities arising while at the same
time adopting a prudent policy in pursuing profit
maximization and ensuring a strong financial position.

Year 2000 Compliance

The Group successfully made a smooth transition to
2000. All computer systems have been upgraded or
replaced to ensure they are Y2K compliant and are
now functioning normally.
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Biographical Information of

irectors and SE’I’IIOI’

EEREMREEAED

DIRECTORS
Executive Directors

Mr. LAU Siu Ying, Steve, aged 36, is the founder and Chairman of the
Company. He has been working in the telecommunications industry for
over 12 years. His years in the industry gain him extensive experience
and established business contacts in both Hong Kong and the PRC
telecommunications markets, as well as in depth knowledge and
experience in information technology and telecommunication industry.
Mr. Steve Lau has established excellent business contacts with
international leading suppliers of mobile telephony technology and
products. Prior to setting up his own business, Mr. Steve Lau worked for
Hutchison Whampoa Group in Hong Kong and later represented Hutchison
Whampoa China as a consultant providing advice for the development
of members of Hutchison Whampoa Group in the PRC telecommunication
industry. Mr. Steve Lau holds a bachelor degree in business administration

from the Chinese University of Hong Kong.

Mr. LAU Kin Ying, Ricky, aged 28, is the sales director of the Group and
is responsible for monitoring the sales performance of the Group in the
PRC, in particular the northern China region. He also performs product
volume and sales forecast of the Group for both Hong Kong and China
market. He has over six years of experience in the field of China trade
for consumer products and joined the Group in 1995. He has served the

Group for 5 years. He is the youngest brother of Mr. Steve Lau.
Non-executive Directors

Mr. FUNG Oi Ip, Alfonso, aged 42, owns and runs the leading Law Costs
Draftsman firm in Hong Kong which was established in 1986. A pioneer
in his profession, he taught himself computer programming, developed and
published a specialist law costing software in 1986. The software was
subsequently licensed to the Hong Kong Government for use in the Legal
Aid Department. Mr. Fung takes a keen interest in developing Internet-
related business. He is a shareholder and the Vice President for Business
Development for the Asia-Pacific Region of PacificNet.com, LLC. He was

appointed as a non-executive Director of the Company in October 1999.
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Biographical Information of

irectors and senior
EERBARER A

Mr. HUI Wan Sang, Richard, aged 30, is the Group’s information technology
consultant and is responsible for the development of the Group's e-
commerce facilities. He is also the President and co-founder of
PacificNet.com LLC and has over 10 years of experience in information
technology development and e-commerce applications. He holds a
bachelor degree in science majoring in Mathematics and Computer
Science from the University of Minnesota. He was appointed as a non-

executive Director of the Company in October 1999.

Mr. LO Wing Yat, Kelvin, aged 41, is the Director and Executive Vice
President of CITIC Ka Wah Bank. Concurrently, Mr. Lo also holds
directorships and senior executive positions in various subsidiaries of
CITIC Ka Wah Bank. Mr. Lo graduated from the University of Hong Kong
with a bachelor degree in Law. He was admitted as a Solicitor of the High
Court of Hong Kong in 1984 and a Solicitor of the Supreme Court in England
and Wales in 1989. Prior to joining CITIC Ka Wah Bank, Mr. Lo served
as an in-house counsel of Bank of China Hong Kong-Macau Regional
Office and then became a partner of Messrs. Kao, Lee & Yip and Messrs
Linklaters & Paines. He was appointed as a non-executive Director of

the Company in October 1999.
Independent Non-executive Directors

Mr. CHANG Wing Seng, aged 62, is currently the Managing Director of
Asia Pacific Consulting Group Business Pte. Ltd. in Singapore. Prior to
this job, he was the Managing Director of Singapore Technologies
Telecommunications (Beijing) Pte Ltd. based in Beijing for 3 year. He had
held various senior management positions in his 26 years with the
Singapore Technologies Group. He is a graduate of the Royal Melbourne
Institute of Technology, the Institute of Chartered Accountants in Australia,
the Australian Society of Accountants, Harvard Programme Management
Development and a Certified Public Account of Singapore. He was
appointed as an independent non-executive Director of the Company in
October 1999.

man
g & 9

agement
A

HFEELE R AEEMEEAES B8R
RAREMNS FRRRE - BTARTFBZAR
BRAANERZEFERBA EENHBERE
STHXEAFEEARI0FER - REEHER
ERERBETEN IRHERSUBE - FR
“ANMNETREEARELAFHTES -

EX&EE 4 FETERERTHEZRY
TR@H @A EXETRETERERTER
WEAANESESHTHEN -ELXERERE
BAR HEZASBL2QN ISR -NARF
E-ANLEREEASEIRREARAASNR
BLEEMER ERERNAFERERTHA
TERTEREERIAEA  STERHIRE
NEMmSEHReBA -EXER-AANETRE
ZEAFLAFNTES -

BIEUTES

BB ELE 628 ¢ BAIAFHMEAsia Pacific
Consulting Group Business Pte. Ltd. = A4 Al
£37 A Singapore Technologies Telecommunication
(Beijing) Pte Ltd. #y E= 4432 = & = # 1 Singapore
Technologies Group T #F26F 7 + BIEEFL SEE
EER v « ZFE XK Royal Melbourne Institute of
Technology * BMBFEMIE - AHETIIE
RR#BERAEREER SATMERESHD - &
R—AANTREZERAFTEBNEVEHTE
=



Bioqrahhica| InfFormation of

irectors and senior
EERBEAEEA

Mr. LIU Kwok Fai Alvan, aged 37, is the senior partner of a law firm,
Messrs. Alvan Liu & Partners. Mr. Liu has been appointed the legal adviser
of a number of organizations and associations in Hong Kong, including
the Hong Kong Small and Medium Business Association and Shun Tak
Fraternal Association. Mr. Liu was an appointed member of the Wong Tai
Sin District Board from 1997 to 1999 and is also an appointed member
of a number of Hong Kong governmental committees including the
Contractors Registration Committee of the Hong Kong Building Authority
and Wong Tai Sin District Fight Crime Committee. Mr. Liu has a keen
interest in the protection of intellectual property rights and he has
presented seminars on topics of intellectual property rights from time to
time. Mr. Liu holds a bachelor degree in arts majoring in Political Science
and Economics from the University of Manitoba in Canada. He thereafter
continued to pursue his legal qualification and completed the Law
Society’s Final Examination at Bristol Polytechnic in the United Kingdom
in 1989. He was appointed as an independent non-executive Director of

the Company in October 1999.
SENIOR MANAGEMENT

Mr. YONG Kai Peng, aged 32, is the Group's Financial Controller. Mr. Yong
graduated from the University of Hong Kong with a Bachelor Degree in
Business Administration, and has 10 years experiences in the field of
auditing, accounting, finance and taxation. Prior to his joining the Group
in February 2000, Mr. Yong worked for an international accountancy firm

and a number of Hong Kong and PRC based private and listing companies.

Ms. XIAO Lei, aged 31, is the Group’s Treasurer and is responsible for
managing the Group's business operations and treasury activities in the
PRC. Ms. Xiao received her education in Beijing and has over 10 yeas
of experience in China trade. Ms. Xiao joined the Group in 1993, and is

the wife of Mr. Steve Lau.
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Bioqraﬁmical InfFormation of

irectors and senior
EERRAEEA

Mr. CHEUNG Man Wai, Ellis, aged 33, is the Vice President of Business
Development and is responsible for the Group’s product sourcing and
market development. Mr. Cheung holds a Bachelor Degree in Business
Administration from the Shenzhen University and a Master Degree in
Business Administration from the Greenwich University. Mr. Cheung has
over 8 years of experience in the telecommunication industry and he joined
the Group in April 2000.

Mr. WONG Cheung Ling, Philip, aged 25, is the Vice President of E-
Business and is responsible for the development of the Group’s portal
site “telecom-port.com” and corporate site “fortunetele.com”. Mr. Wong
received his education from different countries and holds an International
Baccalaureate. Mr. Wong has over 6 years of experience in the field of
information technology. Prior to his joining the Group in April 2000, he
served as a senior project manager in charge of a variety of projects
including ERP and Y2K.

Mr. WONG Chi Tat, Terence, aged 39, is the Vice President of Operation
and is responsible for development of the Group's logistics and Enterprise
Resources Planning system. Mr. Wong graduated from the Hong Kong
Polytechnics University with major study in Civil Engineering, and has over
10 years of experience in the industry of information system. Mr. Wong
joined the Group in May 2000.

Mr. LUO Zhi Xi, Peter, aged 42, is the Financial Controller for Group's
operations in the PRC. Mr. Luo holds a Bachelor Degree in Accounting
from the Finance Academy of Jiangxi Province and was a certified public
accountant in the PRC. Mr. Luo has over 19 years of experience in the
field of accounting and finance. Prior to his joining the Group in 1995,

Mr. Luo was the chief accountant for Zhaoging Sz Di Telecom Co., Ltd.
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Bioqrahhica| InfFormation of

irectors and senior
EERBEAEEA

Mr. NG Kai Cheung, Martin, aged 30, is the Finance Manager and Company
Secretary of the Group. Mr. Ng graduated from the Lingnan University
with major study in Finance and Banking. Mr. Ng has over 5 years of
experience in the field of accounting and auditing, and is a member of
the American Institute of Certified Public Accountants. He joined the Group
in June 2000.

Mr. YIP Yeung Lam, David, aged 37, is the General Manager of the Group’s
retail operation in Hong Kong. Mr. Yip graduated from the Southern
University, Washington D.C. with a Master Degree in Business
Administration, and had over 15 years of experience in retail of
telecommunication products. Mr. Yip was a founder of Top Success
International Holdings Limited (“Top Success”), and he joined the Group
in June 2000 following the Group's acquisition of Top Success. Prior to
his founding of Top Success, he served as a senior manager in New World

Telephone Ltd responsible for the retail operation.

Mr. CHOW Wing Cheung, Charles, aged 36, is the regional manager of
the Group and is responsible for the Group’s business operations and
management in the southern PRC. Mr. Chow holds a Master Degree in
Business Administration from the University of Portsmouth and has over
10 years of experience in sales and marketing. Prior to his joining the
Group in April 1999, he worked for NEC (HK) Ltd and was in charge of

its Shenzhen representation office in PRC.

Mr. HUI Wing Fai, Ivan, aged 26, is the regional manager of the Group
and is responsible for the Group’s business operations and management
in eastern PRC. He holds a Bachelor Degree in Business Administration
from the Hong Kong Baptist University with major study in China business.
Mr. Hui joined the Group in July 1997.
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Mr. LEE Wai, Timothy, aged 36, is the Group’s Customer Service Manager FE%4% @ 368 ' 2 EEEFREBEERRTERE
and head of Logistics & Support of the Group and is responsible for EEIEHFE SELEEZTEREH I
delivery and logistics functions of the Group. He joined the Group in April ®R—AAZFHAMALER - ZLENATE
1993. Prior to his joining the Group, Mr. Lee has over 8 years of experience EAZEFTHESEFEREREFRERSFE

in China trade of customer products and services. i o

Ms. LI Yin Mui, Josephine, aged 36, is the Group’s Accounting Manager FEWExzL 368K ' FEREGERE BEEEEE
and is responsible for managing the Group’s accounting operation in Hong HEEEZREZEHER - TL TS FEEDRI6
Kong. Ms. Li has over 16 years of experience in accounting and is a  F#5 ' AAssociation of Accounting Technicians&
member of the Association of Accounting Technicians. Prior to her joining £ ZZt W -ZZEEWMEMALEEH Bk
the Group in April 2000, Ms. Li worked for a variety of sizeable listed and ZEZXRFAERARB s TOREHALTIHE

private companies in Hong Kong.
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EECHE

The directors present their first report and the audited financial statements
of the Company for the period from 22nd October, 1999 (date of
incorporation) to 31st March, 2000 and of the Group for the year ended
31st March, 2000.

REORGANISATION AND LISTING ON THE GROWTH ENTERPRISE MARKET
(THE “GEM”) OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE
“STOCK EXCHANGE")

The Company was incorporated in Bermuda on 22nd October, 1999 as an
exempted company with limited liability under the Companies Act 1981

of Bermuda (as amended).

Pursuant to a group reorganisation to rationalise the structure of the Group
in preparation for the listing of the Company’s shares on the GEM, the
Company became the holding company of the Group on 10th December,
1999.

Details of the group reorganisation are set out in the paragraph headed
“Corporate Reorganisation” in appendix V of the prospectus issued by
the Company dated 9th February, 2000 and a summary is set out in note

1 to the financial statements.

The shares of the Company have been listed on the GEM since 16th
February, 2000.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities
of its subsidiaries are distribution and trading of mobile phones and related
accessories and the development of marketing and after-sales service

network.
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EETHE

SEGMENTAL INFORMATION

An analysis of the Group’s turnover and contribution to profit from
operations by geographical markets for the year ended 31st March, 2000

is as follows:

People’s Republic of China other than
Hong Kong (“PRC”) FZEAREAE (FEBKRN ) ([HE])
Hong Kong &8

Deficit on revaluation of investment property & & ¥ % 2 & {fi 5 4
Finance costs R& A

Investment income RE WA

Share of result of an associate Bt —KHE R A2 X &

Profit before taxation BR%t A1 &7

No activity analysis is provided as substantially all the Group’s turnover
and contribution to profit from operations were derived from the
distribution and trading of mobile phones for the year ended 31st March,
2000.
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Directors Rexgoré

EESHRE

RESULTS

The results of the Group for the year ended 31st March, 2000 are set out

in the consolidated income statement on page 40 of the annual report.

The directors now recommend the payment of a final dividend of HK5
cents per share amounting to HK$15 million, be paid to the shareholders
recorded on the register of members on 28th August, 2000 and the

retention of the remaining profit for the year.
FINANCIAL SUMMARY

A summary of the results of the Group for each of three years ended 31st

March, 2000 is set out on page 85 of the annual report.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the authorised and issued share capital of the
Company during the period are set out in note 20 to the financial

statements.

Details of the Company’s share option scheme are set out in note 21 to

the financial statements.
RESERVES

Details of movements in the reserves of the Group and the Company during

the year are set out in note 22 to the financial statements.
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Directors’ Rexgorj(%

EECHRE

INVESTMENT PROPERTY

The Group's investment property was revalued at 31st March, 2000. The
revaluation resulted in a deficit of HK$200,000 which has been charged
to the income statement. Further details are set out in note 10 to the
financial statements.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and equipment

amounting to approximately HK$423,000.

Details of these and other movements in property, plant and equipment
of the Group during the year are set out in note 11 to the financial
statements.

BORROWINGS AND INTEREST CAPITALISED

Details of the bank borrowings of the Group are set out in note 23 to the

financial statements.
No interest was capitalised by the Group during the year.
SUBSIDIARIES

Details of the Company’s subsidiaries at 31st March, 2000 are set out in

note 33 to the financial statements.
ASSOCIATE

Details of the Group’s associate at 31st March, 2000 are set out in note

14 to the financial statements.
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Directors Rexgoré

EESHRE

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The directors of the Company during the period from incorporation to the

date of this report, who are all appointed on 26th October, 1999, were:

Executive directors:

Mr. Lau Siu Ying, Steve (Chairman)
Mr. Lau Kin Ying, Ricky
Ms. Ng Siu Hing, Shirley (resigned on 30th April, 2000)

Non-executive directors:

Mr. Fung Qi Ip, Alfonso
Mr. Hui Wan Sang, Richard
Mr. Lo Wing Yat, Kelvin

Independent non-executive directors:

Mr. Chang Wing Seng, Victor
Mr. Liu Kwok Fai, Alvan

In accordance with clauses 86(2) and 87 of the Company's bye-laws,
Messrs. Fung Oi Ip, Alfonso and Chang Wing Seng, Victor retire and, being

eligible, offer themselves for re-election.

Messrs. Lau Siu Ying, Steve and Lau Kin Ying, Ricky entered into service
contracts with the Company commencing on 1st November, 1999 and will
continue thereafter unless and until terminated by either party by not less
than three months’ prior written notice. Ms. Ng Siu Hing, Shirley entered
into a service contract with the Company commencing on 1st November,
1999 which was terminated on 30th April, 2000 upon her resignation as

a director.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS (Continued) EEREECREEN (&)

Save as disclosed above, none of the directors proposed for re-election BREXHEEN  ERREERFREFASLEE
at the forthcoming annual general meeting has a service contract with EEZEESHBERQATREEMMB L AT LR
the Company or any of its subsidiaries which is not determinable by the —SRFAAHAKEZEHE GEEBERN )W
Group within one year without payment of compensation, other than FUARLEZREESH o

statutory compensation.

The terms of office of each of the non-executive directors and independent BUFHTESRBUFHTES2AHIRER
non-executive directors are subject to retirement by rotation in  ARZARMARBESE

accordance with the Company’s bye-laws.

DIRECTORS’ AND EMPLOYEES' EMOLUMENTS EEREEZHE
(a) Directors’ emoluments (a) EEME
2000 1999
“EZEF - AARE
HK$'000 HK$'000
THETT THETT
Non-executive directors F¥HTES
Fees #8% _ _
Independent non-executive directors BYFHTES
Fees 182 _ _
Executive directors H{TESE
Fees 182 _ _
Other emoluments EfIE{ €
Salaries and allowances & K28 1,497 1,304
Bonuses f&4L 97 500
1,594 1,804

28



Directors Rejﬁ?m;

EEQHE

DIRECTORS’ AND EMPLOYEES' EMOLUMENTS (Continued) EEREEZHME (&)
(a) Directors’ emoluments (Continued) (a) EEZMe (£)
The emoluments of the directors were within the following bands: BRUTHEEBEZESAY :
2000 1999
—EEEF —-AANE
Number of Number of
directors directors
EEYN | EEIN |
Up to HK$1,000,000 & %1,000,000/% 7t 8 1
HK$1,000,001 to HK$1,500,000 1,000,001 7t £ 1,500,000/ 7T — 1
There were three directors who received emoluments of ARRAHA=ZEEREE_SEEF=-F=
approximately HK$924,000, HK$360,000 and HK$310,000 respectively +— B EFE2 BIWKE#924,000% 7T ~ 360,000
for the year ended 31st March, 2000 and two directors who received BTR3N00ETZME  MEFRBEESR
emoluments of approximately HK$1,123,000 and HK$681,000 BE-AANFZA=+T-HLFESAIWER
respectively for the year ended 31st March, 1999. The other directors #11,123,00058 7t 2 6810008 T 2B & - HEfESE
did not receive any emoluments during the two years ended 31st REZ-_ZZZE=A=+-ALMBEFEH
March, 2000. BhRAEM#ME
During the year, no emoluments were paid by the Group to any of RERN > AEERERENESIAME UL
the directors as an inducement to join or upon joining the Group or RalEEMAXAEESERMARSER 2 R
as compensation for loss of office. None of the directors has waived BSfEALXERUZEE SEESREFAME
any emoluments during the year. RWEAHE
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Directors’ Reﬁgoré

EEEWE

DIRECTORS’ AND EMPLOYEES' EMOLUMENTS (Continued)

(b) Employees’ emoluments

30

The five highest paid individuals of the Group included three (7999:

two) directors for the year ended 31st March, 2000, details of whose
emoluments are set out in (a) above. The emoluments of the remaining

two (7999: three) individuals are as follows:

Salaries and allowances # & K28
Bonus fE4

The aggregate emoluments of each of the highest paid individuals
were less than HK$1,000,000 for each of the two years ended 31st
March, 2000.

ESrEEZME (&)

(b) EEMSE

REZ-ZZZF-A=+-ALFE XK
BLEBREHFATBRE=ZE (- AANE '
£)EE RELMEFRR L (2R - HEf
WE (—AARE: ZF ) ALTzHMeEmT :

2000 1999
—22EF —hAARF
HK$'000 HK$'000
TER TER

423 878

120 =

543 878

EZE-A-T-HLMEFERE
ATz AT 71,000,000 7T o

Al

554
PO
H

i
=
o
ok ||
e



Directors Rexgoré

EEEWE

DIRECTORS’ INTERESTS IN SECURITIES

At 31st March, 2000, the interests of the directors and their associates
in the share capital of the Company and its associated corporations as
recorded in the register maintained by the Company pursuant to Section
29 of the Hong Kong's Securities (Disclosure of Interests) Ordinance (“SDI

Ordinance”) were as follows:

Lau Siu Ying, Steve 2/MNE

These shares are held by Fortune 2000 Limited, a company incorporated
in the British Virgin Islands which in turn is held by a trustee. The
beneficiaries of the discretionary trust include Mr. Lau Siu Ying, Steve,

his spouse and his children.

Save as disclosed above and other than certain nominee shares in the
subsidiaries held by certain directors in trust for the Company, none of
the directors or their associates, had any interests in any securities of
the Company or any of its associated corporations as defined in the SDI
Ordinance at 31st March, 2000.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Apart from the share option scheme as detailed in note 21 to the financial
statements, at no time during the period was the Company or its holding
company or any of its subsidiaries, a party to any arrangements to enable
the directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other body
corporate. None of the directors, their spouses or children under the age
of 18, had any rights to subscribe for the securities of the Company or

had exercised any such rights during the year.

EEREHF 2 ER
R-ZZZF-A=1-0 BREFDAKEER
#r (WEEE ) KO (TREBERA] ) F29%

FiFaMes EERREZHEALERSE
RAREBBERARS ZEZNMT -

Number of ordinary shares
held as other interest

UE R
BEZEBREA

211,500,013

ZERDHREEE LB S L2 2 FFortune
2000 Limited$5 8 » MZ A AA—FEEAKE - B
PREREZZBABRIIEEL HEBRET
7o

BREXKEERE TESUGRFARKAARKE
WEBRAAZETREARGH  ESARE2H
ARZZZZE-A=-+-AREERF QAR
HEMBERR (ERRRERERY ) EARS
2B o

EEREROAGES 2ER

BREBREWENAF Lz BREER  REA
EABEARAREERAAREAMHEE D AH
BSRAMZYE  HEALAESTEBALLT
FEMHEEABEZ R AESNERZ - EF
BEZRBIARMIRZ FEAREFRABERF AN
IRBARARF 2 ENAETEREMZSEN o
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Directors Report
EECHREE

CONNECTED TRANSACTIONS

(a) Relationship of the Group with Guangzhou Fortune

32

Guangzhou Fortune Telecom Development Co., Ltd. (“Guangzhou
Fortune”), a limited liability company established in the PRC, is
currently owned as to 99% by Mr. Lau Ye Buo and as to 1% by an
independent PRC party who is not connected to any of the directors,
chief executive or substantial shareholders of the Company or their
respective associates (as defined in the Rules Governing the Listing
of Securities on the GEM of the Stock Exchange (“the GEM Listing
Rules”)). Mr. Lau Ye Buo is a cousin of Mr. Lau Siu Ying, Steve, and
Lau Kin Ying, Ricky. Other than this family relationship, Mr. Lau Ye
Buo confirms that he does not have any shareholding interests in
the Company or any of its subsidiaries. Mr. Lau Ye Buo has been
categorised as a connected person of the Company under the GEM
Listing Rules and any transactions between the Company and Mr.
Lau Ye Buo subsequent to the listing of the shares on GEM may
constitute connected transactions for the purposes of the GEM Listing

Rules.

Reasons for the connected party transactions

When the Group began to develop its distribution network in the
southern part of the PRC, the Group had not yet built up strong
business relationships with many distributors in the region. In April
1998, the Group helped Guangzhou Fortune to secure distribution
agreements for mobile phones with the joint ventures of Nokia Mobile
Phones Limited (“Nokia”) in the PRC. In return, the Group indirectly
benefited from the introduction of Guangzhou Fortune to Nokia as
such was taken into account in the negotiation of the terms of trade
between the Group and Nokia. Upon the set up of Fortune (Shanghai)
International Trading Co., Ltd. (“FSH") by the Group, Guangzhou
Fortune ceased to source from Nokia and started to source from the
Group. Since then, Guangzhou Fortune became the Group’s major

customer in the southern region of the PRC.

BER S

(a)

FEEHEENREZBF

ENTREEGRRARLA ([ENRE])
N—ZRABERL2BEREMELT > BAIAE
ERELEFERINES R 1YHEARAE
2 IRTBAERIERRAMESAZH
BAT (EERBXFAIERzES LHAA
(TRIFHRETRA]) ) BEBE2RP A
BUIATHR - SERELERSPIERERS
BEEEZRR/F BRERKERD - 8
ERELRIERADAFEAMME QDG
BERAMRE -REAXZRLETREY - 85
BEEBHRIIRADAZBEAL - MREA
EREDHRI  ARFARYERELETZR
GREDERAERETRTRERBERS

ETBEALXZZEH

ERSERBRRTERADRREIHAEE I
AEZESRIHHRURRERBAGR - — N1
ANERR  AEEGHENRERFEE
Nokia Mobile Phones Limited ( [#£E] ) 2&
ECETUBDEFDHINE - ARBERM
HESE REEZERE-SHITEIHRN
BEAEBOZESENENRERIAZRE
B -ARERIRE (L& )EBEZERLD
B ([RELE]) & BNREFBARES
REER MEAROAKERE - BUtUE
ENREERAXEEERHEZIERF -



Directors Reﬁgor;_

EEEHE

CONNECTED TRANSACTIONS (Continued)

Sales agreement with Guangzhou Fortune

On 1st October, 1999, the Group entered into a sales agreement (the
“Agreement”) with Guangzhou Fortune for the period commencing
from 1st October, 1999 to 31st March, 2001. Pursuant to the
Agreement, Guangzhou Fortune agreed to purchase mobhile phones
from FSH from time to time at price in accordance with the prevailing
reasonable market price as at the time of supply of goods and that
such price should not be less than the price charged by FSH in

supplying such goods to its other customers during the same period.

Sales to Guangzhou Fortune

After the establishment of FSH in September 1998, the Group's sale
of mobile phones and related accessories in the PRC had been mainly
conducted through FSH, a wholly foreign-owned enterprise
established in the Waigaogiao Zone, the PRC. The trading activities
of FSH were conducted through an enterprise in the secondary market
which possesses the requisite import and export licence to export

goods to the Group’s customers in the PRC, including Guangzhou

Fortune, outside the Waigaogiao Zone in the PRC.

For the year ended 31st March, 2000, sales made by the Group to

Guangzhou Fortune accounted for approximately HK$317 million,

representing approximately 22.9% of the Group’s total turnover.

BERS (&)

BENRETLZHE &

R-AANFE+A-R  AREEENRE]
V-BEEHE ([ZHE])  ZHBEZFH
H-AANE+R-REZEE2-$=ZA=+
— Bl KEZHRE BNREFEOREL
BIRRUEEERK BT ERBEDE
woMEABETERERRELSRABUESR
mTRBEFHARRZER

HETRMRE

ERELBR-AANEABRLE  A&HE
FEEBRELE (-FETENSHERYL
ZHBBELE ) AT EHELDELREE
Bt - RELBEBEF-mH-REEET-
NESEE - ZEXBERTENSREN S
HERTFAREENEF (BERMNRE ) B
FrEcEHARARE -

BE-ZZZF-A=1+-ALEE X5E
e N R B AR i iz 88 E 88 49 317,000,000/ 7t -
REASEEERE2229%
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Directors Report
EESHREE

CONNECTED TRANSACTIONS (Continued)

(b)

The independent non-executive directors have reviewed the
connected transactions set out above and in their opinion, these

transactions entered into by the Group were:

(i) in the ordinary and usual course of business of the Group,

(ii) on normal commercial terms or on terms no less favourable to
the Company than terms available to or from independent third

parties, and

(iii) in accordance with the terms of the agreement governing them
on terms that are fair and reasonable and in the interests of the

shareholders of the Company as a whole.

Acquisition of 3% equity interest in PacificNet.com LLC from Mr. Hui
Wan Sang, Richard

On 9th March, 2000, the Group entered into an acquisition agreement
(the “Acquisition Agreement”) with Mr. Richard Hui to acquire from
him 270,000 shares of PacificNet.com LLC, representing 3% of the
issued share capital of PacificNet.com LLC for an aggregate
consideration of HK$8,800,000, of which HK$4,400,000 had been paid

to him, as a refundable down payment as at 31st March, 2000.

As Mr. Richard Hui held at that time 11.11% of the membership interest
of PacificNet.com LLC and is a non-executive director of the Company,
he is a connected person to the Company as defined under the GEM

Listing Rules.

A special general meeting was held on 7th April, 2000 at which the

shareholders of the Company approved the Acquisition Agreement.

Save as disclosed therein, there were no other transactions which need

(b)

BERS (&)
BUFHTESCERNLXAACBERS
MKERBAEMARETLZRE])

() EAKEHER-REBBRPITL,
i) BE-—REXKIIREEQAMEFER

BURZEMERAMG T 2HRRETL

BRI - i
EHARARARR

(iii)

&

S

Bg

L 14
i\lét

HF

st

Sm

o> N

[FELELUBERTFEBRBAERAAZ
3% A i

R-ZZZZF-ANA  AREEFELELE
Ai-EREGE ([WEHE] )  mEKE
ATFFHERZER2TRH 2700008 @ 5K
FTHERAZBRAACBTRAZ3% AR
18 758,800,000/ 7T+ EH4,4000008 TER=F
EEFE-AZ+H-HXMATFHELERL A
REEHRE o

HRFELE AL EHBEEATERERALS
RABZNNWEEREZ  MEFAXARZ
FUTES  BURBAERLTRAZER
BARDRAZEEAL

ERARRNR-ZZZTEMALARTZRR
RRAE LM EYRBGE -

BRAXBEEN  REAERETRAZAE ¥

to be disclosed as connected transactions in accordance with the

requirements of the GEM Listing Rules.
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Directors Rezgor;

EETHE

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the section headed “Connected Transactions” above,
there were no contracts of significance to which the Company or any
of its subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, which subsisted

at the end of the year or at any time during the year.
SUBSTANTIAL SHAREHOLDERS

At 31st March, 2000, other than the interests disclosed in the section
headed “Directors’ interests in securities” above, the Company has not
been notified of any other interests representing 10% or more of the

Company'’s issued share capital.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries purchased,

sold or redeemed any of the Company’s listed securities.
MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group’s five largest
customers comprised approximately 53.1% of the Group’s total sales and
the sales attributable to the Group's largest customer were approximately
22.9%.

The aggregate purchases attributable to the Group's five largest suppliers
during the year comprised approximately 99.5% of the Group’s total
purchases and the purchases attributable to the Group’s largest supplier

were approximately 97.9%.

None of the directors, their associates or any shareholders which, to the
knowledge of the directors, own more than 5% of the Company's issued
share capital, had a beneficial interest in one of the five largest suppliers

or customers of the Group.

EERGNzER

BREXBEERS ]| -GREEN  ARFESEL
REAFEEANBELARFRAAFREMNERCE
YEARGHY BEFFEZAMBECEAR

ﬁﬁo
TERR
R-BZTE=A=+-0 REX[ESRESZ

B -ERECERN FARAREASHAME
AR DA RE BITRA10%HMN |2 i o

BE HEIWMEARAzLmRES

RER ZRARENBLAABERE - HEAE
BARDEZEF WS o

TRRFRHER

REAR BFAKREEREFFHZHERSHNG

FREHERE 1% MAXAKERATFFH
2 HEBENE22.9%

AAKERARERFH 2 RBRRFASHLNAE
FREFBRE295% MEArKERAEEEE
2 RBREAE97.9% o

EE WEZHMEALABESHACAEREL
ACBTRAA L ZRRBEREEAEERAHR
ERREFEN -z ERES
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Directors Report
EESHREE

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-
laws, or the laws of Bermuda, which would oblige the Company to offer

new shares on a pro-rata basis to existing shareholders.
YEAR 2000 COMPLIANCE

The use of two digits to represent year in certain computer databases
to save storage space has created the Year 2000 issue in computers.
Computer hardware and software which are not Year 2000 compliant may
generate incorrect results for processing or retrieving time-related

information.

To date, the Group has not been affected by the Year 2000 compliance
issue and it is anticipated that the Year 2000 compliance issue will not

cause any significant influence on the Group’s operation.
AUDIT COMMITTEE

The Company’s audit committee was formed on 10th December, 1999 and
comprise of both independent non-executive directors, Messrs. Chang
Wing Seng, Victor and Liu Kwok Fai, Alvan. The terms of reference of
the audit committee have been established with regard to “A Guide for
the Formation of an Audit Committee” issued by the Hong Kong Society

of Accountants in December 1997.

The audit committee met on 29th June, 2000 primarily to review the content
of the annual report including the audited consolidated financial
statements of the Company, and the preliminary announcement of results

for the full year.
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Directors Rezgor;

EETHE

AUDITORS

Messrs. Deloitte Touche Tohmatsu were appointed as statutory auditors
of the Company at a special general meeting on 14th June, 2000 after
Messrs. PricewaterhouseCoopers have fulfilled their engagement as the
reporting accountants for the Company’s listing on GEM and as the

auditors of a special audit for the purpose of the listing.

A resolution will be submitted to the annual general meeting of the
Company to re-appoint the auditors, Messrs. Deloitte Touche Tohmatsu.
On behalf of the Board

Lau Siu Ying, Steve

Chairman

Hong Kong, 29th June, 2000

73 4]

ERORKESHAEBMTREALRAEAE
RETZRREFARB LD AELEIRBEIH
ZREMERE BY BERFEHHTR-Z
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Auditors’ Repo Tl
REMBRSEE

fRE) - BRI BETEN{T

Certified Public Accountants EBMETEED1115%
26/F, Wing On Centre RZPIN261E

111 Connaught Road Central

Hong Kong

Tel :(852) 2852 1600 E855 :(852) 2852 1600
Fax :(852) 2541 1911 BE :(852) 2541 1911
mail@deloitte.com.hk mail@deloitte.com.hk
www.deloitte.com.hk www.deloitte.com.hk

TO THE SHAREHOLDERS OF FORTUNE TELE.COM HOLDINGS LIMITED
REEFAZKREERAR

(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 40 to 84 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.
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Auditors’ Report

BEMRE S

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 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 judgments made by the directors in the
preparation of the financial statements, and of whether the accounting
policies are appropriate to the circumstances of the Company and the

Group, 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.
OPINION

In our opinion the financial statements give a true and fair view of the
state of affairs of the Company and the Group as at 31st March, 2000 and
of the profit 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.

DELOITTE TOUCHE TOHMATSU
Certified Public Accountants
Hong Kong, 29th June, 2000
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Consolidated

Income Statement

e R ARR

For the year ended 31st March, 2000
HE-_ZZZF=ZHA=1T-ALFE

Turnover & %%

Cost of sales SHERA

Gross profit B

Other revenue Hft &
Distribution costs 7 #§F A&
Administrative expenses TH &

Profit from operations & % i 7l

Deficit on revaluation of an investment
property —JEREWE 2 B 5 4

Finance costs &K

Investment income RE KA

Share of results of an associate #{h —R¥E N a2 £E

Profit before taxation BR7%t A1 )% %!
Income tax expense FiSH &R

Net profit for the year &5 E #
Dividends &5

Earnings per share 2R EF

40

Notes Mz

2000 1999
—EZERE —AANE
HK$'000 HK$'000
FTET FTET
(Note 1) (Note 1)
(K1) (HtaE)
1,380,786 819,575
(1,301,335) (782,254)
79,451 37,321
222 1,562
(7,623) (6,590)
(13,784) (9,536)
58,266 22,757
(200) —
(1,609) (2,294)
4,154 5,370

(9) —

60,602 25,833
(9,760) (3,531)
50,842 22,302
15,000 14,000
20.3 centsfll 9.2 centsfll




Consolidated

Balance Sheet
dld n\mé\ig\%iét\%

At 31st March, 2000
R-_ZEEEF=F=1—H

Notes iz 2000 1999
“ERER —AARE
HK$'000 HK$'000
TERT TERT
(Note 1)
()
Non-Current Assets B & &
Investment property &M% 10 10,500 10,700
Property, plant and equipment 1% ~ BER&E 11 1,334 1,505
Interest in an associate R —RHE A B 2B H 14 399 —
Investment securities R & & % 15 3,100 —
15,333 12,205
Current Assets MBI & &
Inventories #& 16 60,936 15,378
Trade and other receivables EW E 5 BR1E & H i fE U BR 18 55,041 19,748
Amounts due from related parties BB BEA £ 28 17 35,507 80,114
Amount due from a director B —BEE 2B 18 — 2,185
Tax recoverable AU EIH1E 815 —
Pledged bank deposits B3 #1777 53,223 23,671
Bank deposits 1T 86,028 30,476
Bank balances and cash R{T&B®RKRE 27,534 15,054
319,084 186,626
Current Liabilities REEE
Trade and other payables {8 5 8R18 % H {1 & {7 BR 18 38,221 102,903
Amount due to a director BEf —BEZZFE 19 — 9,189
Dividend payable B RS 15,000 14,000
Tax liabilities HIEEE 7,947 2,065
Secured bank borrowings
— due within one year BEARTHEE — —FREH 23 80,781 27,309
Obligations under finance leases
— due within one year ERNE®X — —FREH 24 175 172
142,124 155,638
Net Current Assets REEEFE 176,960 30,988
192,293 43,193
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Consolidated

Balance Sheet
XSIELE

v =
At 31st March, 2000

R-ZEE£=-F=1-f

Notes Mz 2000 1999
—Z2ETF —-AANE
HK$'000 HK$'000
TER TER
(Note 1)
(Hatn)
Capital and Reserves B f#f&
Share capital Bx7& 20 30,000 24,300
Reserves f#f& 22 162,027 (153)
192,027 24,147
Non-Current Liabilities R B &&
Secured bank borrowings
— due after one year BEFRTEE — —FHREH 23 — 18,654
Obligations under finance leases
— due after one year RERNEHR — —FREH 24 209 384
Deferred tax liabilities EEREEE 25 57 8
266 19,046
192,293 43,193

The financial statements on pages 40 to 84 were approved by the Board

of Directors on 29th June, 2000 and are signed on its behalf by:

Lau Siu Ying, Steve
RN
Chairman

I

42

FUEERURZHBRREN-ZTRFEAAZ
THAEBESZEHE YMTIHESARES:

Lau Kin Ying, Ricky
SRE



Balance Sheet
EEBE R

At 31st March, 2000
R-ZEZEZEF=-F=+—H

Non-Current Assets FRBEE
Investments in subsidiaries RETB AR ZKRE
Amount due from a subsidiary B — KM B2 R 2K E

Current Assets B EE
Other receivables EfzfEUBRE
Dividend receivable B E

Current Liabilities RBEE
Other payables EftifE{ 81
Dividend payables B{Jf &

Net Current Assets R E1E & FE

Capital and Reserves EX K i
Share capital E4&
Reserves fi#ff

Lau Siu Ying, Steve
LI
Chairman

K

Notes Hf&E HK$'000
TR

12 41,148
13 131,395

172,543

281
16,000

16,281

350
15,000

15,350
931

173,474

20 30,000
22 143,474

173,474

Lau Kin Ying, Ricky
SR®
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Consolidated

Statement oF Recognised Gains and Losses
n/T\ ) (7N l‘l& i & EE }E\ %

For the year ended 31st March, 2000
HE-_ZZTEF=ZA=+-ALFE

2000 1999
“E22ER —hWAng
HK$'000 HK$'000
TERT TERT
(Note 1) (Note 1)
(Katr) (Hatr)
Exchange difference arising on translation
of overseas operations RE BN EREEEL 2 ERESD 5 (1)
Net gains (losses) not recognised in
the income statement REWARKFER 2K E (FE ) FE 5 (1)
Net profit for the year A EE 7| 50,842 22,302
Total recognised gains EERWRLZE 50,847 22,301
Capital reserve arising on acquisition of
an associate WE—RYE AR ELEZERHEE 8 —
Total recognised gains EERWHLZE 50,855 22,301
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Consolidated

Cash Flow Statement
n/—ﬁ |:l IE é /)|b Ej] %‘%

For the year ended 31st March, 2000
HE_ZZZEF=-A=1+-AL%FE

Notes Mz

NET CASH (OUTFLOW) INFLOW FROM OPERATING
ACTIVITIES BEXK2RE (RH ) RARE 26

RETURNS ON INVESTMENTS AND SERVICING OF
FINANCE REEBRRMERR
Dividends paid EffIE
Interest paid EFFIE
Interest on obligations under finance leases MERAEHK 2 FIE
Interest received EWFIE
Rental income received EWHE WA

NET CASH (OUTFLOW) INFLOW FROM RETURNS ON INVESTMENTS AND
SERVICING OF FINANCE #ERSRBMEEA2HE (Rl ) RAFHE

TAXATION %3
Hong Kong Profits Tax paid E&E B SH
Overseas tax paid B &8 518

TAX PAID B &% 18

INVESTING ACTIVITIES REED
Repayment from (advance to) related
companies BRAE LN AEE (F0) 2HE
Repayment from (advance to) a director —2ESEE (EH ) 2HE
Increase in pledged bank deposits B & #1777 F & 10
Purchase of investment securities BEREH 5
Purchase of property, plant and equipment BEE# ¥ « BE K& E

Acquisition of interest in an associate i — R AR 2 H

NET CASH INFLOW (OUTFLOW) FROM INVESTING
ACTIVITIES REZFB2RERA (Rt ) F&

NET CASH (OUTFLOW) INFLOW BEFORE FINANCING
ACTIVITIES MEZBAIZRE (Rl ) RAFE

2000 1999
—EZERE —AANE
HK$'000 HK$'000
FTET FTET
(Note 1) (Note 1)
(KizE1) (KizE1)
(76,520) 100,242
(14,000) —
(1,559) (2,257)
(50) (37)
3,815 4,803
339 567
(11,455) 3,076
(3,759) (3,153)
(885) —
(4,644) (3,153)
34,454 (29,311)
2,185 (1,201)
(29,552) (19,671)
(3,100) —
(423) (1,031)
(400) —
3,164 (51,214)
(89,455) 48,951
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Notes Mz

FINANCING ACTIVITIES & EE 27
Proceeds from issue of shares BT IS8

Expenses incurred in connection with the issue of

shares #1TRH ZEH
Bank and other borrowings raised BEE&ZRTEEREMEE
Bank and other borrowings repaid EEEZRITEEREMEE
(Repayment to) advance from a director —2E% (BE& ) ERZHE
Repayment of obligations under finance leases BEFMERNEHR

NET CASH INFLOW FROM FINANCING ACTIVITIES REEBZRERARE

INCREASE IN CASH AND CASH EQUIVALENTS B¢ RBE & ZEHE

CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR M2 RERREZEY

EFFECT OF FOREIGN EXCHANGE RATE CHANGES EX£8 2% &

CASH AND CASH EQUIVALENTS
AT END OF THE YEAR £R 2B ERHEZEY 28

46

2000 1999
—EZERE —AANE
HK$'000 HK$'000
FTET FTET
(Note 1) (Note 1)
(K1) (HtaE)
142,500 —
(10,475) —
19,717 —
(19,001) (282)
(9,189) 4,689
(172) (157)
153,380 4,250
63,925 53,201
18,568 (34,632)
5 (1)
82,498 18,568




Notes to the

Financial Statements
B % HR R M

For the year ended 31st March, 2000
HE_ZEZEF-H=+-AL*E

GROUP REORGANISATION AND BASIS OF PRESENTATION OF
FINANCIAL STATEMENTS

The Company was incorporated on 22nd October, 1999 as an
exempted company with limited liability in Bermuda under The
Companies Act 1981 of Bermuda (as amended). Its ultimate holding
company is Fortune 2000 Limited, a company incorporated in the

British Virgin Islands.

The Company is an investment holding company. The principal
activities of its subsidiaries are distribution and trading of mobile
phones and related accessories and the development of marketing

and after-sales service network.

Pursuant to a group reorganisation (the “Group Reorganisation”) to
rationalise the structure of the Group in preparation for the listing
of the Company’s shares on the Growth Enterprise Market (“GEM")
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”),
the Company became the holding company of the Group on 10th
December, 1999. The shares of the Company were listed on the GEM
of the Stock Exchange on 16th February, 2000.

Details of the Group Reorganisation are set out in the prospectus
of the Company dated 9th February, 2000. The Group Reorganisation
principally involved the exchange of fully-paid shares of the Company

with the entire issued shares of Express Fortune Holdings Limited.

The Group resulting from the above Group Reorganisation is regarded
as a continuing entity. Accordingly, the financial statements of the
Group have been prepared using the merger basis of accounting as

if the Company had always been the holding company of the Group.

1.

CEEARMBBERZZTNEE

ARARBERE-AN-FRE%E (K8
A)R-AANETAZtZRERREREM
BUIA—REZHRRERAA - HELEQAT
REBE Z Bt K L 22 & Fortune 2000
Limited °

FRAA-RREERAA  ERELAAZE
EXBRIEREELHETREBES - U
RERTHERRERBRBALE -

kE-BRAREAKELEBUSHEERTRG
EEBMARIMARDA ([HRF]) A%
RETmET2SBER ([REE4A]) - &
RAR-AANFFTZRtBERAREEZE
ROE - ARARBR-ZFZZF-A+H
EBXMAIERLED o

SEEACHEIANADNAR-ZERE_A
NEHBEZRRERRK SEEATEIRE
ADNAZ B RERFEDEExpress Fortune
Holdings Limited2 B2 BTRDIELRE ©

ERLRSEEARELE 2 ARENRE—F
BRERB AUt AREZUBERRDRBE
ARA-EAZREZERAAMZEH G5
EREHR -
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GROUP REORGANISATION AND BASIS OF PRESENTATION OF
FINANCIAL STATEMENTS (Continued)

The consolidated income statements and the consolidated cash flow
statement for each of the two years ended 31st March, 2000 include
the results and the cash flows respectively, of the companies
comprising the Group as if the current group structure had been in
existence throughout the years under review, or since the dates of
incorporation of the companies where this is a shorter period. The
consolidated balance sheet of the Group as at 31st March, 1999 has
been prepared to present the state of affairs of the companies
comprising the Group as if the current group structure had been in

existence as at the balance sheet date.

All significant intercompany transactions and balances within the

Group are eliminated on consolidation.

In the opinion of the Company’s directors, the financial statements,
prepared on the above basis, present fairly the results, cash flows

and the state of affairs of the Group as a whole.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention, as modified for the revaluation of investment
property, and in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting policies adopted

are as follows:

Turnover

Turnover represents the net amounts received and receivable for

goods sold by the Group to outside customers during the year.

1

SEEARMBERZZTNEE (&)

BE-ZEZF-F=1+-ALMAFELE
ZEEWABRRRGERERBRIFIEEA
RAEEE AR ZEERBERBER B
RATRELZRREBEESR (DAREEH)
ABEBARZEMKLAREHNERE o K
EER-NMANEZRA=+-BzZHREES
BERDEHRULINAHAEEES A F 2B HM
o BNRTEESERNERBERERFE

ARERABCIAEARGREHRCRES
BRA B o

AARESERS  REREEEHUBR
RATSAEEERLEE  READRY
BHR o

FEEHEX
EEHBRRENREFSLERN 2 EHEA

BRERAEARRENF 2 EHIFHARR
FE o RMZEIESHFEANT ¢

RS

EXENEAREREFNONREFLHER R
EWRERZFEFE -
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For the year ended 31st March, 2000
HE-_ZEZF=-F=1-HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 2. TEEHBE (£)

Revenue recognition

Sales of goods are recognised when goods are delivered and title

has passed.

Rental income from investment property under operating leases is

recognised on a straight line basis over the term of the relevant lease.

Interest income is accrued on a time basis, by reference to the

principal outstanding and at the interest rate applicable.

Dividend income from investments is recognised when the

shareholders’ right to receive payment has been established.

Investments in subsidiaries

A subsidiary is an enterprise in which the Company, directly or
indirectly, holds more than half of the issued share capital, or controls
more than half of the voting power, or where the Company controls

the composition of its board of directors or equivalent governing body.

Investments in subsidiaries are included in the Company’s balance
sheet at cost as reduced by any decline in the value of the subsidiary
that is other than temporary. Results of subsidiaries are accounted
for by the Company on the basis of dividends received or receivable

during the year.

e

EmcHERIRERRAIRERRER KR
AN

RECBEARBZRENEZASUALR
FRENEHUERERAAR

ASRADRBMEEARESSRERF
EHEAR -

REZREVATLRRRTHRABRE2HE
NEERBREAR -

RHBRARZRE

WBRALARAERIFERRCRIRA
FEALTRHREBELHU LA TES
HEZSYHSRIEERBAR LR -

RHB QR 2 RE TR A E R KB 2 R 5
BEMEZRERBIALRACEEAR
R ARXANEFACRRERRE 2 B2
EMBRRZES -
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 2. TEEHBEK (&)

50

Interests in an associate

An associate is an enterprise over which the Group is in a position
to exercise significant influence, including participation in financial

and operating policy decisions.

The consolidated income statement includes the Group’s share of
the post-acquisition results of its associate for the year. In the
consolidated balance sheet, interest in an associate is stated at the

Group’s share of the net assets of the associate.

When the Group transacts with its associate, unrealised profits and
losses are eliminated to the extent of the Group's interest in the
relevant associate, except where unrealised losses provide evidence

of an impairment of the asset transferred.

Investment property

Investment properties are completed properties which are held for
their investment potential, any rental income being negotiated at arm’s

length.

Investment properties are stated at their open market value based
on independent professional valuations at the balance sheet date.
Any surplus or deficit arising on the revaluation of investment
properties is credited or charged to the investment property
revaluation reserve unless the balance on this reserve is insufficient
to cover a deficit, in which case the excess of the deficit over the
balance on the investment property revaluation reserve is charged
to the income statement. Where a deficit has previously been charged
to the income statement and a revaluation surplus subsequently
arises, this surplus is credited to the income statement to the extent

of the deficit previously charged.

R-FHERR 2 RH

BEXANAKETHHETREATES (B
RORMBREEREK ) 2%

GABARREEFREMBEBERTARF
EZUBERXE - EGREEEERA R
RBPERA RN RAREBGEBRELR
EEFEAKR-

EXGEREBENRETRSR  RAERE
AREBRETFHUEY BRULKERAEY
ENAzEEAR HERBETINEREE
HRBMzRERBREN -

REME

RENENHREREBNMBEBEZEERY
¥ oMESBARRVRAUEBIE -

RENEDEREEAFMET 2 BUERME
BHZLRAMEAR -RENEZERRRT
BATDBARENEEARBIRZFEETH
R MR 2ERTEURBEA - B
RENEERRBER ZERHABERUAR
RO - WBEBRBRARRFHREA -
MEKHREARE  FRARBREBARAR
R BHEMBANK2EABRAR -
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 2. TEEHBE (£)

Investment property (Continued)

On disposal of an investment property, the balance on the investment
property revaluation reserve attributable to that property is credited

to the income statement.

No depreciation is provided on investment properties which are held

on leases with an unexpired term of more than 20 years.

Property, plant and equipment

Property, plant and equipment are stated at cost less depreciation
and amortisation. The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the asset to its working
condition and location for its intended use. Expenditure incurred after
the asset has been put into operation, such as repairs and
maintenance and overhaul costs, is normally charged to the income
statement 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 asset, the expenditure is capitalised as an

additional cost of the asset.

The gain or loss arising from disposal or retirement of an asset is
determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in the income

statement.

Where the recoverable amount of an asset has declined below its
carrying amount, the carrying amount is reduced to reflect the decline
in value. In determining the recoverable amount of assets, expected

future cash flows are not discounted to their present values.

REWE (&)

REERENEE  ZNERERENKER
RECHBEBARARRK -

LERERFEBANF2BOREZREY
EXTHE -

NE - BERRE

NE BERRBLERFERTERBEAN
R-BEZRTERREREERAMNREE
EZHEERB EBRA R R 2 HERMN
BA -REERAEBRMARZHX 0%
BRERABER  —RRAZEZHEERA
BERAMER - M FRBATARMAXEEAR
EREERATEGZEBERNEREM  BHM
XRBEEEZBIEA

BELESREBEL 2 NEREHE  NiRE
EZHEMSRRERBERNE 2 28HE -
PRBRARRFERAR

ﬁﬁéZﬂW@%%%ﬁﬁ%@ﬁurvﬁﬁ
ERFUME  ARREESTH - RiE
EZWW@%@%’Eﬁ*KZE%ME$Q
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SIGNIFICANT ACCOUNTING POLICIES (Continued) 2. TEEHBEK (&)

Property, plant and equipment (Continued)

Depreciation and amortisation is provided to write off the cost of
property, plant and equipment other than investment property over
their estimated useful lives, using the straight line method, at the
following rates per annum:
Leasehold improvements 20% or over the term of
the relevant lease
whichever is shorter
Furniture, fixtures and equipment 25%
Motor vehicles 25%

Assets held under finance leases are depreciated over their expected
useful lives on the same basis as owned assets or, where shorter,

the term of the relevant lease.

Leased assets

Leases are classified as finance leases when the terms of the lease
transfer substantially all the risks and rewards of ownership of the
assets concerned to the Group. Assets held under finance leases
are capitalised at their fair values at the date of acquisition. The
corresponding liabilities to the lessor, net of interest charges, are
included in the balance sheet as a finance lease obligation. Finance
costs, which represent the difference between the total leasing
commitments and the fair value of the assets acquired, are charged
to the income statement over the term of the relevant lease so as
to produce a constant periodic rate of charge on the remaining

balance of the obligations for each accounting period.

All other leases are classified as operating leases and the annual
rentals are charged to the income statement on a straight-line basis

over the term of the relevant lease.

NE BERRE (&)

NE-BERRE (RENERN ) DREH
AR ERAESERTIEFRBHERE
R - UMK AE :

BANEREE WhHEEH
BOFH
(UBEERE)

Bk RERZB 5%

E 25%

ARERERNRFEZEENNBEEEZH
BEEZERAIRAFHR (NARES
B) BRENFHTIURE -

HEEE

NEARREEREERER 2L TRERR
REHREEEFREZEN  YREAMER
H-REREBVBAZEENRUBARZ
RYBERFER - REBAZRHEER
RREREXK SREEERBERTEARME
BOES BRENFRFUBEE 2RERE
ARENTEREZZH  NEEBANES
RBEABRTHE  UERSREFHERE
BEBEEE R E -

FEREpRNEIFEEEN  MEFHEED
BEBANFHAESERRARRDNR -
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 2. TEEHBE (£)

Investment in securities

Investments in securities are recognised on a trade-date basis and

are initially measured at cost.

Investments other than held-to-maturity debt securities are classified

as investment securities or other investments.

Investment securities, which are securities held for an identified long-
term strategic purpose, are measured at subsequent reporting dates
at cost, as reduced by any impairment loss that is other than

temporary.

Other investments are measured at fair value, with unrealised gains

and losses included in net profit or loss for the year.

Inventories

Inventories represent goods held for resale and are stated at the
lower of cost and net realisable value. Cost, which comprises all costs
of purchases, is calculated using the first-in, first-out method. Net
realisable value represents the estimated selling price in the ordinary

course of business less estimated costs necessary to make the sale.

Taxation

The charge for taxation is based on the results for the year after
adjusting for items which are non-assessable or disallowed. Timing
differences arise from the recognition for tax purposes of certain
items of income and expense in a different accounting period from
that in which they are recognised in the financial statements. The
tax effect of timing differences, computed using the liability method,
is recognised as deferred taxation in the financial statements to the
extent that it is probable that a liability or asset will crystallise in

the foreseeable future.

EHRE

BEREDERS ANEEEZAE  BI
FAEHE -

BEIMABKESFNCRENVIFERERS
FHMERE

RERFAPCAERBRBBAE LRS- D
RERARAMERFERLFEEHEZ
MREBRTE -

HttRERLAVEE (BERARRUERE
B)HAEERFE2RNABRFED -

FE

FERRFEEZER  NERAFEETER
BREWMEPZBEEAR - RAEREALE
AR BE-TBRERS c UE2RFEER
AEERBRP A EBRFHEERTZ
R A

BR

PEXHIREAFERBARBA R THH
HRFEARR 2 XAHE - ETUXEEE
B LEAMBERR BASHBETE - B
MEERE BEZHBYENRAGE
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currencies

Transactions in foreign currencies are translated into Hong Kong
dollars at the rates ruling on the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are re-
translated into Hong Kong dollars at the rates ruling on the balance
sheet date. Profits and losses arising on exchange are dealt with in

the income statement.

On consolidation, the financial statements of overseas operations
denominated in currencies other than Hong Kong dollars are
translated at the rates ruling on the balance sheet date. Differences
arising on translation are credited or charged to the translation

reserve.

Cash equivalents

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

advances.

2. FEEFHBE (#F)

S

NERENEXZBH2ERRRERBT - U
MEREN v EREERRBANREERZE
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Tk
VL3
Bk

PROFIT FROM OPERATIONS 3.

Profit from operations has been arrived at
after charging: & %& 72 kR :

Auditors’ remuneration %M €
Depreciation and amortisation on 7% & #

— owned assets HE&EE

— assets held under finance leases RERERNBEZEE
Loss on disposal of property, plant and equipment &M% - BERZEZEE
Rental payments in respect of premises

under operating leases EEHANE2EE
Staff costs including directors” emoluments of HK$1,594,000 (71999: HK$1,804,000)
BB RA - BFE1594,0008 T (—AANE 160400087 ) 2EEM &

==

2000
—ZEEF
HK$'000
TR
(Note 1)
(HizE1)

510

416

178

1,706

4,702

1999
—AANE
HK$'000
TR
(Note 1)
(HizE1)

191
324
178
160

1,481

3,922
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4. FINANCE COSTS 4. BERA
2000 1999
—2ZEF —ARANE
HK$'000 HK$'000
TER TER
(Note 1) (Note 1)
(Katr) (Hatr)
Interest on: A& :
Bank borrowings wholly repayable
within five years EREFARHEE2RTHEE 489 318
Bank borrowings not wholly repayable
within five years BERAEFABHEEZRITEE 1,070 1,939
Obligations under finance leases MERNEL 50 37
1,609 2,294
5. INVESTMENT INCOME 5. REWA
2000 1999
—2ZEF —ARANE
HK$'000 HK$'000
TERT TERT
(Note 1) (Note 1)
(Katr) (Hatr)
Bank interest income 47 E WA 2,745 2,864
Other interest income E 7 2K A 1,070 1,939
Rental income from letting properties under operating leases,
net of outgoings of HK$11,000 (7999: HK$13,000) L& ERNNE 2
HEWA  SHBREXZ1,00087T (—AAAF 130008 7T ) 339 567
4,154 5,370
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INCOME TAX EXPENSE 6. MEHER
2000 1999
—2Z2EF —WAhE
HK$'000 HK$'000
TER TER
(Note 1) (Note 1)
(HEtr) (HtEtr)
The charge comprises: X H &1 :
Hong Kong Profits Tax calculated at 16% of the estimated assessable
profit for the year RERFE BRIV GHNRB R 16%TE 2B BAEHR
Current year R E 1,949 3,167
Overprovision in prior years A FFE & EE L (108) (169)
1,841 2,998
People’s Republic of China other than Hong Kong (“PRC”)
income tax FEAREMNE (FBKRN) ([HE]) g 7,770 —
Overseas tax B HIE 100 533
Deferred tax (note 25) LS E ( ffaL25) 49 —
9,760 3,531
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6. INCOME TAX EXPENSE (Continued) 6. FIBHER (£)

58

PRC income tax represents taxation Charges on the assessable profits
of the Company’s subsidiary in the PRC (“Fortune (Shanghai)”) at a
rate of 15% for the year ended 31st March, 2000. Pursuant to the
Income Tax Law of the PRC, Fortune (Shanghai) is subject to PRC
income tax at a rate of 33%. However, Fortune (Shanghai) is entitled
to a preferential PRC income tax rate of 15% which is granted to
companies established in Shanghai Waigaogiao Free Trade Zone. In
addition, according to a preferential tax arrangement granted by the
Tax Bureau and Finance Bureau of Shanghai Pudong New District,
Fortune (Shanghai) is further entitled to refunds of 100% of PRC
income tax for the tax year ended 31st December, 1999 and 50% of
PRC income tax for the tax year ending 31st December, 2000 provided
that the export sales of Fortune (Shanghai) accounts for not less than
15% of the total sales of the company. No tax refund had been

received by the Group during the two years ended 31st March, 2000.

Overseas tax is calculated at the rates prevailing in the relevant

jurisdictions.

NET PROFIT FOR THE YEAR

Of the Group’s net profit for the year of HK$50,842,000, a profit of
HK$15,301,000 is dealt with in the financial statements of the Company.

PERERERBARAETEZHELT
(IRE(LB)])BE-ZFSTE=A=1
—HILEFEZRRBER BB R 5% E 2B
BHXH - RETEZREHREN  RE (£
) BERERBWARTEREHR - Al &
(LB ZAERTFREBASBRHEERL
RAZBWEEREFREHRHEE - L5 RE
LERRHERBRRMRB RS R 2BEHR
Bl RE(LE) BRE-SRRERE
E-AANETZR=F+-HLHBFEZ
0% EFEHREE-2SRF+ A=
—ALEBRBEFE2S0%TEMEH  HRE
(L) 2HNHEERTEIORZAAHER
H215% REBE-ZLTF-A=1-AL
MEFENFSEREEREMRHNE

BARELRERBREEEZERAR R
ﬁﬂ

FEEHR

EAKEARFE 2 HF50,842,0008 T - @A
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8. DIVIDENDS 8. RE
2000 1999
“EZTF —AARE
HK$'000 HK$'000
TET TET
(Note 1) (Note 1)
(Hizt1) (Hizt1)

Proposed final dividend of HK5 cents (7999: nil)

per share B2 B2 KBRESREWN (- AANE &) 15,000 —
Dividends paid by a subsidiary of the Company to its then shareholders

prior to the Group Reorganisation A A AE T — KB 2 A

REBEAAPDEERZBRRIT2RE — 14,000
15,000 14,000
9. EARNINGS PER SHARE 9. BRER

The calculation of the basic earnings per share is based on the net FREREF TR 52 F E 4 F50,842,000% 7T
profit for the year of HK$50,842,000 (7999: HK$22,302,000) and on the (—AAAF 2230200087 ) AREEEE
weighted average number of 250,319,672 (1999: 243,000,000) shares HBER-NANENA-BRRZAFEE®
that would have been in issue throughout the year on the assumption TP 2 InFE 35 %0250,319,6728% ( —A AN
that the Group Reorganisation has been completed as at 1st April, F 1 243,000,000 ) 5t & °
1998.
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INVESTMENT PROPERTY

AT VALUATION #1518
At 1st April R A —H
Deficit on revaluation E & 4

At 31st March R=ZA=1+—H

The investment property is held under a long lease in Hong Kong.
It was revalued at 31st March, 2000 by K.T. Liu Surveyors Limited,
an independent property valuers, on an open market value basis. This
valuation gave rise to a revaluation deficit of HK$200,000 which has

been charged to the income statement.

The investment property is pledged to a bank to secure general
banking facilities granted to a subsidiary and rented out under an

operating lease.

The Company did not have any investment property at the balance

sheet date.

10. RENXE
THE GROUP
N L |
2000 1999
—ZZEF - AARE
HK$'000 HK$'000
TERT TERT
(Note 1)
(Hiar)
10,700 10,700
(200) —
10,500 10,700

RENEDRBEBZRBBENEE  YAB
VW EERK.T. Liu Surveyors Limited A =2 &
EEZACT-HRARMEEEMFLER -
FRMEEHRE M E 420000087 0 ERBA
WERAMG o

REN¥CRE-BEEERANEL  YHAT
—RBT URERTF-ZMBL 2 -RE
TRE -

ARAREEBLBEMRENE -
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11. PROPERTY, PLANT AND EQUIPMENT

1. V¥ BERRE

Furniture,

fixtures and

Leasehold equipment Motor
improvements B vehicles Total
RumEEE EERR RE g
HK$'000 HK$'000 HK$'000 HK$'000
TART THET TART THET
THE GROUP A& E
COST HAE
At 1st April, 1999 (Note 1)
R—AANERA—R (K1) 662 850 673 2,185
Exchange realignment JEX A2 — 1 — 1
Additions 3511 — 423 — 423
At 31st March, 2000 R=EEEF=A=1+—H 662 1,274 673 2,609
DEPRECIATION AND AMORTISATION # & K # 8
At 1st April, 1999 (Note 1)
R-AANENB—R (KF1) 208 304 168 680
Exchange realignment JE 3 38 % — 1 — 1
Provided for the year X E &1 132 294 168 594
At 31st March, 2000 R=ZEZEEF=F=+—H 340 599 336 1,275
NET BOOK VALUES fREFE
At 31st March, 2000 R=EEEF=A=1+—H 322 675 337 1,334
At 31st March, 1999 (Note 1)
R-—AANE=ZR=+—8 (#fF1) 454 546 505 1,505
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PROPERTY, PLANT AND EQUIPMENT (Continued)
The net book value of property, plant and equipment includes an
amount of HK$357,000 (7999: HK$535,000) in respect of assets held

under finance leases.

The Company did not have any property, plant and equipment at the

balance sheet date.

INVESTMENTS IN SUBSIDIARIES

Unlisted shares, at cost ELTRA  BAAKAE

Details of the Company's subsidiaries at 31st March, 2000 are set out

in note 33.

1. V¥ BERRE (&

NE - BERRE2REFERRE A 357,000
B (—AANF : 53500087 ) RiFMER

WEBEE-

ARAREEBLBETYE BERRE -

12. ARMBLARIZKRE

THE COMPANY
LN

HK$'000

TR

41,148

FRAETHEBAAR-ZZTEF=A=1—-

Bz EaR a3 e
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AMOUNT DUE FROM A SUBSIDIARY

The amount is unsecured, non-interest bearing and has no fixed
repayment terms. In the opinion of directors, the amount will not be
demanded for repayment in the coming financial year, and therefore

it is classified as non-current.

INVESTMENT IN AN ASSOCIATE

Share of net assets #14EEFE

At 31st March, 2000, the investment in an associate represents a 20%
equity interest in Telemax Services Limited, a private limited company
incorporated in Hong Kong and is engaged in the trading of mobile
phones and provision of repair and maintenance services for mobile

communication products and equipment.

13.

14.

BR—XHELR2HE
FRRENEER EREEEEEL B

ZERH BENEARAR-BERBEEST
ERBREE  HOHMEXRBMHE -

N-SBEBARZRE

THE GROUP
rEE

2000 1999
“ERER —AANE
HK$'000 HK$'000
TR TR
(Note 1)
(Hizt1)
399 —

R-ZZZZF-A=1-H R-XKELQT
ZREER-ZEBBEMRLZAABRL
ANTFEARBERDE 220%KE - Z12H
NS EERHERRAENERRRBRER
REEBRS 2 X% -
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INVESTMENT SECURITIES

Membership interests, at cost EE#% - BREAKE

Investment securities represent a 11.67% membership interests in
PacificNet.com LLC. PacificNet.com LLC is a company incorporated
in the United States and engages in the provision of internet and e-

business solution.

On 9th March, 2000, the Group entered into an acquisition
agreement (the “Acquisition Agreement”) with Mr. Hui Wan Sang,
Richard, a non-executive director of the Company, to acquire from
him 270,000 shares of PacificNet.com LLC, representing 3% of the
membership interest of PacificNet.com LLC for an aggregate
consideration of HK$8,800,000, of which HK$4,400,000 had been
paid to him as a refundable down payment as at 31st March, 2000.
The amount is refundable to the Group without interest if the
conditions relating to the acquisition agreement entered into by both
parties on 9th March, 2000 cannot be fulfilled (see note 17).

A special general meeting was held on 7th April, 2000 at which the

shareholders of the Company approved the Acquisition Agreement.

INVENTORIES

Included in inventories are goods held for resale of HK$40,063,000

carried at net realisable value.

15.

16.

RERS
THE GROUP
rEE
2000 1999
“E22ER —AAnE
HK$'000 HK$'000
TET TET
(Note 1)
(K1)
3,100 —

REESENRATEIBXBLARRAL
NE1%EEEE - APFBEXARBRAAD
REBEME Lz AT #BRELHARE
SEVETE S X

R-ZZZZF=ZANE  FEEEADRT2F
HOESHEAERET Y -—HERERS (TR
Bgl) DEUBATIBXAKERD
82210000 R 10 - AR P EBEARERA
AZG%EEESR  BREHS800008 T H
$4,4000008 T ER-EZEE=A=1—H
INFHELRLE  FATREEHNE - fi
BAIR-ZZZFE-ANATUZREHZES
Rz ReEER - RRREARHNERE
TAKHE (RME17) -

ARARREN-ZZZFMALAETZR
REHIAE EHBERBEGE -

&

FE 0,063,000 TR A &R FEARLS
FEEZER
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17. AMOUNTS DUE FROM RELATED PARTIES 17. EREBEA LT 2RE
Details of the amounts due from related parties are as follows: EREBEALZRBEFENT :
THE GROUP
rEE
Maximum amount
Balance at Balance at outstanding
31.3.2000 1.4.1999 during the year
R-ZEZEZE R-AANE FRES
ZRA=t-Rz&&H mA—Hz&Ee RMEEMRE
HK$'000 HK$'000 HK$'000
TR TR TET
(Note 1)
(Kiaz1)
Guangzhou Fortune Telecom Development Co., Ltd.
(“Gaungzhou Fortune”) (note i)
ENRESERREARAF ([EMNRE]) (HZi) 31,107 41,260 41,260
Kinglene Limited (note ii) RBBRAR ( fiatii) — 5,332 5,332
Harvest Union Investment Limited (note ii)
ANREBRDA (i) — 13,221 13,221
Million Ocean Limited (note i) XO8BR A ( KfEii) — 20,301 20,301
Mr. Hui Wan Sang, Richard (note iii) FE2% &% ( Miatiii) 4,400 — 4,400
35,507 80,114
Details of transactions with related companies are set out in note HEBELNRMETRZ 2 EH N2
32.
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17. AMOUNTS DUE FROM RELATED PARTIES (Continued)

66

Notes:

ii)

iii)

The amount is unsecured, non-interest bearing and has no fixed terms
of repayment. A relative of the directors, Messrs. Lau Siu Ying, Steve
and Lau Kin Ying, Ricky, has beneficial interests in this company. It is
regarded as a related company by virtue of the fact that the Group has
influence over its management and operations.

The amounts were unsecured, carried interest at prevailing market rates
and were fully repaid during the year. These companies are beneficially
owned by two directors of the Company, Messrs. Lau Siu Ying, Steve
and Lau Kin Ying, Ricky, and their relatives.

The amount represents a down payment to Mr. Hui Wan Sang, Richard
to acquire from him a 3% interest in PacificNet.com LLC. For details
see note 15.

17. EREREALZ2HE (&)

ii)

i)

BEBERENEER REREEEEESH -Z
B EEERIBMEE 2 —UHRBREEZ
ARAIZERER - ARFEEHZARZER
REBREEVEN HZARARRAEBHER
o

EENNEER  ARDENRAENERE
RERNBHRE - ZSVAMARAZMALE
FUNEBEERIBREALERKECABER
BE-

AEREAXNTHEERENRBERAT
HEXBRERATGEE 2 EMNE - F1E
HEHMEE5 -
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18. AMOUNT DUE FROM A DIRECTOR

Details of the amount due from a director at the balance sheet date

is as follows:

Balance at
31.3.2000
RZZ2RF
ZRA=t-Rz&E&H
HK$'000

THET

Lau Kin Ying, Ricky 2/ & —

18. BR—REZZRE

THE GROUP
FRE

Balance at
1.4.1999
R-AANE
mA—Hz&e
HK$'000
THET

(Note 1)
(Hizt1)

2,185

REER BRR-BES2REFBENT :

Maximum amount

outstanding

during the year

FR&ES
AEERE
HK$'000
TRET

2,185

The amount was unsecured, non-interest bearing and was fully settled

during the year.

19. AMOUNT DUE TO A DIRECTOR

The amount due to Mr. Lau Siu Ying, Steve was unsecured, non-

interest bearing and was fully repaid during the year.

19. BN -—REZZRE

AENENEER  2ERERERNEHE

EATFHIEBEEZHANEER RERE
RERNBREE -
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SHARE CAPITAL 20. R&
Number of Share
ordinary shares capital
EERYA R
HK$'000
TER
Authorised: JEERA :
Ordinary shares of HK$0.10 each B REE010B T2 E &R
At date of incorporation R B 1,000,000 100
Increase of share capital B30 999,000,000 99,900
At 31st March, 2000 A=2ZZ2F=A=+—H 1,000,000,000 100,000
Issued and fully paid: BETRARRFABA :
Ordinary shares of HK$0.10 each B REE010B T2 E &R
Issue of shares to initial subscriber A& ARBAZTRH 1,000,000 100
Issue of shares on acquisition of subsidiaries Y& 2 7K &TRH 1,000,000 100
Issue of shares by capitalisation of share premium
account ZBERDEERBEERATABRITRG 241,000,000 24,100
Issue of shares to the public AARA L HTRM 57,000,000 5,700
At 31st March, 2000 R=ZEEEE=F=+—H 300,000,000 30,000

The Company was incorporated on 22nd October, 1999 with an
authorised share capital of HK$100,000 divided into 1,000,000 shares
of HK$0.10 each, all of which were allotted and issued nil paid to the
subscriber on 26th October, 1999.

FRAR-AARF+AZTZRERKL
EERAER1000008 7T 0 2 ABREEIET
2R 431,000,000% - 2HMR-AANETAZTF
ANAURBBRAEADRBABRERET -
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20. SHARE CAPITAL (Continued) 20.

Pursuant to written resolutions of the then sole shareholder of the
Company held on 10th December, 1999 to effect the Group
Reorganisation in preparation for the listing of the Company’s shares
on the GEM, the following movements in the authorised and issued

share capital of the Company took place:

(i) the authorised share capital of the Company was increased from
HK$100,000 to HK$100,000,000 by the creation of an additional
999,000,000 shares of HK$0.10 each, and

(i) to allot and issue, credited as fully paid, 1,000,000 shares of
HK$0.10 each to the then shareholders of Express Fortune
Holdings Limited, the previous holding company of the Group,
and pay up in full at par the 1,000,000 shares which were allotted
and issued nil paid on 26th October, 1999 as consideration for
the acquisition of the entire share capital of Express Fortune

Holdings Limited.

Pursuant to another written resolution which was passed on 2nd
February, 2000:

(i) the Company issued 57,000,000 new shares of HK$0.10 each to
the public and institutional investors for cash at HK$2.50 per share
on 14th February, 2000; and

(ii) an amount of HK$24,100,000 was capitalised from the share
premium account arising from the share offer mentioned in (i)
above in paying up in full at par 241,000,000 shares of the
Company for allotment and issue to shareholders on the register
of members at the close of business on 10th December, 1999 in

proportion to their then existing holdings.

RE (&)

ZER-AANE+ZATERARTERE
ZE-RRBBEERARE (UETASH
FRARBEAERLEDMET2EBE
B) ARAZEERCRTREAEETIE
g :

(i) BEEXEREEIIETZH KA
999,000,0008% @ BAAAZEERAR
100,0007% 7t 1 Z 100,000,000 7T ; &

(i) BAKEZAERAAREBARLAEL
BeRREXRBTEREENETZR
£31,0000008% - LREEHER-AANF
TRAZTARAURBRAAARBERET
210000008 R 2R - FARBRESR
RAAZHRAZKE-

KBS ER-2RRF-A-ABEAZEE
REE

() ZARAEAR-ZSTEF_ATNAKER
WIBTAARATREBREERTER
TEI{E0.107%8 7T 2 3 % £757,000,0008% © AR ER
BRe R

i) BERLX()FERERDELZRDE
BEiR2241000008 TRIFER 2 AR - &
HESRFRAR-AAAETZATH
REARBAEREORREMAZRRER
SEHR 2R FI B2 K 317 241,000,000
RAXTRD 2B
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SHARE CAPITAL (Continued)

All shares issued by the Company during the period rank pari passu

with the then existing shares in all respects.

For the purpose of the preparation of these financial statements on
the basis set out in note 1, the balance of the share capital shown
in the consolidated balance sheet at 31st March, 1999 include the
1,000,000 shares of HK$0.10 each issued by the Company on 26th
October, 1999, and credited as fully paid on 10th November, 1999 the
1,000,000 shares of HK$0.10 each issued on 10th December, 1999 and
the 241,000,000 shares of HK$0.10 each issued to the shareholders

on record on 10th December, 1999.

SHARE OPTION SCHEME

Pursuant to the share option scheme of the Company adopted on 2nd
February, 2000, the directors of the Company may grant to any
executive directors or full time employees of the Company, or any
of its subsidiaries, options to subscribe for shares in the Company
at any price but not less than the higher of (i) the nominal value of
a share, (ii) the closing price of the shares on the Stock Exchange
on the day of grant and (iii) the average of the closing prices of the
shares on the Stock Exchange on the five trading days immediately
preceding the date of the grant of the options, subject to a maximum

of 10% of the issued share capital of the Company from time to time.

No options under the scheme were granted or exercised during the

year and no options were outstanding at 31st March, 2000.

2. K& (&)

21.

FRARBARTZRERAREARCAR
BHEZITHZEESES °

RERMEHEREREMBREMNS - R
—AANEZR=t-HZGRREERRRAN
TREZ&H  BER-AARAFTAZTA
BHEAAFBTEIR-AAAET-ATRHA
RIGRARERREREEI0ET ZRG
10000008  R—AANFE+ZA T RETER
E1E0.10%8 7T 2 B 191,000,0008 R R — A AR E
ToATR@RE Lz RRETEREEI0GE
7T 2 I 43 241,000,000 °

BRESE

RER-ZZZFE_A-AKRAZARABR
Bt ARREEETMAR TR E A MK
BRAZEMATESAZREERTIRE
MEXRABAXIARD 2BRE  HLAER
AEORIRBEE - (i)RAR LA HEH
Rfrz W mER)RDRERERLRHEAR
EREZAEEXFzFHRHTEZRSE T
RECBRETZBZROHBERZULLT
THEBTRAZI0%AMR

REAGEBRERBZ AR NIRTE
MR-ZZBEZF=ZA=+-BFEGRTREZ
BRE-
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22. RESERVES 22, it
Share  Contributed Special Translation Accumulated
premium surplus reserve Goodwill reserve profits Total

ke BHER HHEE mE  BERGE RPN B
HKS000  HKS00D  HKS000  HKSO00  HKSOOD  HKSOOD  HKS00
TER TER TER TER TER TER TER

THE GROUP A%
At 1st April, 1998 (Note 1)
R=ARANEBA-B (K1) - - 21,619) (1,133) - 14,298 (8,454)
Exchange differences arising on the translation of

the financial statements of overseas operations
BEBN BB RRELZCELER - - - - (1) - (1)
Profit for the year AFE &7 = = = = = 22,302 22,302
Dividends (Note 8 RE ( A&ts) = = = = — (14,000) (14,000)
At 31st March, 1999 (Note 1)
R-AANE=ZR=1—8 (HfE1) - - (21,619) (1,133) (1) 22,600 (153)
Premium arising from public issue of shares
AARATRIROELEZRE 136,800 - - - - - 136,800
Share issue expenses TR 7 & (10,475) = = = = — (10,475)
Capitalisation of share premium account to pay up

in full 241,000,000 shares &8 & & 4 & E iR

BAFEAR 72 82 241,000,000 B 3 2 B3 (24,100 - 24,100 - - - -
Reserves arising on acquisition of an associate
KE-FHENREL2fHE - - - 8 - - 8

Exchange differences arising on translation of

the financial statements of overseas operations
BERN BB RREECELEH - - - - 5 - 5
Profit for the year AEE&A = = = = 50,842 50,842
Dividends (Note 8) RS ( MfzF8) = = = = (15,000 (15,000)

At 31st March, 2000 R=2E25=f=+—-H 102,225 - 2481 (1,125) 4 58,442 162,027
THE COMPANY &2 &

Premium arising from public issue of shares

AARALBAROELEZRE 136,800 - - - - - 136,800
Share issue expenses Z{TRHE (10,475) - - - - - (10,475)

Capitalisation of share premium account to pay up
in full 241,000,000 shares & B & R 1 % E &

BEE RT3 L8R 241,000 0008 B A3 2 R 5% (24,100) = - - - - (24,100)
Contributed surplus arising from the Group
Reorganisation REEAZEE 2 BH B — 40,948 — — — 40,948

15,301 15,301
(15,000) (15,000)

Profit for the period A A& -
Dividends (Note 8) RE. ( fifzEg) — — = =

At 31st March, 2000 R=ZEEF=A=1—H 102,225 40,948 — — — 301 143,474
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22, e (&)

The special reserve as at 31st March, 2000 represents the difference
between the nominal value of shares of the subsidiary acquired and
the nominal value of the Company’s shares issued for the acquisition

at the time of the Group Reorganisation.

The contributed surplus represents the difference between the
consolidated shareholder’s funds of the subsidiaries at the date on
which they were acquired by the Company, and the nominal value
of the Company’s shares issued for the acquisition at the time of the
Group Reorganisation less the amount applied to pay up the 1,000,000

nil paid shares at the time of the Group Reorganisation.

Under the Companies Act 1981 of Bermuda, the contributed surplus
account of the Company is available for distribution. However, the
Company cannot declare or pay a dividend or make a distribution

out of contributed surplus if:

(a) itis, or would after the payment be, unable to pay its liabilities

as they become due; or

(b) the realisable value of its assets would thereby be less than the
aggregate of its liabilities and its issued share capital and share

premium accounts.

In the opinion of the directors, the Company’s reserves available for
distribution to shareholders at 31st March, 2000 consisted of
contributed surplus plus accumulated profits totalling HK$41,249,000.

R-ZERE-A=1t-AZBHRBEARK
EHBLAZROAERAAIRREZAR
REARBMBRTRO 2AEMEZEH -

BEARSBAAENBLARNKARARERS
ZEERRESEARANGEEARF LT
BEMBEBTROZAERAAGEREEEAR
B DA R 81 B = 75 =X 8 471,000,008 AR 12 AR 382 +X
EMEZER o

REERE-AA-FAR% AAAZES
BHTRUAR - AT ETHERTALT
FEUEMBBERATER SRR -

(a) RURBRBEABBEINIAZEE
%

b) HEEZWEZRBERMOIRERERL
ERTRARRDRER LM -

EZERA FRAR-BERFEZA=1-
BARUDRTRRZEBREMRENERR
A BEEEH,249,0008 7T °
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23. SECURED BANK BORROWINGS 23 BEARTEE
THE GROUP
N .|
2000 1999
—Z2ETF —-AANE
HK$'000 HK$'000
TER TER
(Note 1)
(Hatr)
Bank borrowings comprise: SR{TEE81E :
Trust receipt loans 5t WIEE X 31,064 23,362
Bank loans sR1TE 49,717 19,001
Bank overdraft SR1T&E X — 3,600
80,781 45,963
The bank borrowings are repayable as follows: #{TfEEER THIHREERE
Within one year or on demand —F AR ZEH 80,781 27,309
More than one year, but not exceeding two years —F M) £ » WEUR — 381
More than two years, but not exceeding five years ML BF LR — 1,375
More than five years BF N £ — 16,898
80,781 45,963
Less: Amount due within one year and shown under
current liabilities & - REBEBM TR —FREH2HE (80,781) (27,309)
Amount due after one year —F & 2B 2 B — 18,654
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SECURED BANK BORROWINGS (Continued)

The Group’s banking facilities are secured by the following:

(a) properties of the Group and of a company controlled by a close

relative of Messrs. Lau Siu Ying, Steve and Lau Kin Ying, Ricky;

(b) fixed deposits of HK$53,223,000 (71999: HK$23,671,000) of the Group;

(c) fixed deposits of HK$11,943,000 owned by a director, Mr. Lau Siu
Ying, Steve (1999: HK$11,420,000);

(d) personal guarantees from two directors, Messrs. Lau Siu Ying,

Steven and Lau Kin Ying, Ricky.

The Group is arranging for the release of the guarantees and personal
assets of Messrs. Lau Siu Ying, Steve and Lau Kin Ying, Ricky and
a company controlled by their close relative as security for the

banking facilities.

23. REMRBTHEER (&)

FREZRTHEDUTIISEERER

(a) 2EER-ZME I BELEAS/EL
AR EHNARAEE2NE

(b) AKEZEHFR5322300ET (— AN
AL 1 23671,0008 7 )

c) ~2ESHANEALERZERER
11,943,008 7T ( —ANNEF - 11,420,000
7T )

(d) MEESEPEELERIBERERME
AR -

FREEZABEME I EBEERIEEEL
BE-EAREZARMEHIARBERRST
BERTBZERRBALE -
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24. OBLIGATIONS UNDER FINANCE LEASES 24,

The obligations under finance leases are repayable as follows:

Within one year —F &
More than one year but not exceeding two years —F M £ - MELR
More than two years but not exceeding five years MEMN £ - FLR

Less: Amount due within one year and shown under

current liabilities & - REBEBR AR —FREH 2B

Amount due after one year —F & Z B2 B

MEROESR

MEBNEBERTIHBEER

THE GROUP
rEE

2000 1999
—EZERE —AANE
HK$'000 HK$'000
FTET FTET
(Note 1)
(KizE1)
175 172
169 174
40 210
384 556
(175) (172)
209 384
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25. DEFERRED TAX LIABILITIES

76

At beginning of the year 4]
Charge for the year (note 6) A EEX i ( ffz6)

At end of the year £#

The deferred tax liabilities represent the taxation effect of timing
difference attributable to the difference between tax allowances and

depreciation charged in the financial statements.

Other than the above, the Group and the Company had no significant
unprovided deferred tax liabilities for the year or at the balance sheet
date.

25 EEHEARE

THE GROUP
rEE

2000 1999
“EETH —AARE
HK$'000 HK$'000
TET TET
(Note 1)
(K1)
8 8
49 —
57 8

EEHEEE BERABNRERBRER MK
ZIEMEZRMCIABE2HBLE -

BREMEN  FAREARARARFFEAREG
EANEEARBEZELHEEE -
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26. RECONCILIATION OF PROFIT BEFORE TAXATION TO NET CASH 26. BREAI BRI ELE XK BE (AL ) &K

(OUTFLOW) INFLOW FROM OPERATING ACTIVITIES AFBEZHE
2000 1999
“ERER —AARE
HK$'000 HK$'000
TER TER
(Note 1) (Note 1)
(K1) ()
Profit from ordinary activities before taxation B % %% 2 BRBi A0 & Al 60,602 25,833
Share of results of an associate #ifi —RHE N A2 %E 9 —
Interest income A EWA (3,815) (4,803)
Interest expenses # S & 1,609 2,294
Loss on disposal of property, plant and
equipment HEN%E - BERREZEE — 160
Rental income A& WA (339) (567)
Depreciation and amortisation 7% & 8 594 502
Deficit arising on revaluation of investment
property & E Y% 2 Bt 5 4 200 —
Increase in inventories F& & i (45,558) (2,801)
Increase in trade and other receivables FEWX & 5 BR18 2 H 1t B U BR 18 2 in (35,293) (3,175)
Decrease in amount due from a related company Bl — R EEE A 8 2 BRI D 10,153 —
(Decrease) increase in trade and other payables
BAESREREMENRE (D) & (64,682) 82,799
Net cash (outflow) inflow from operating
activities SEXK 2R E (RE ) RARE (76,520) 100,242
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27. ANALYSIS OF CHANGES IN FINANCING DURING THE YEAR

78

Balance at 1st April, 1998 (Note 1)
R-AANFRA—R &8s (Matr)
Inception of finance leases &I LA EHH
Advances during the year FRfEH
Repayment during the year FREE

Balance at 31st March, 1999 (Note 1)

R-AANNEZR=+—B2&8 (M)

Eliminated on Group Reorganisation

EEEARKE

Issue of shares and application of contributed
surplus to pay up nil paid shares pursuant to
the Group Reorganisation X ERBEA TR A
RARESRHARKARIRE 2R

Proceeds from public issue of shares

AARALTBITROMENE

Share issue expenses ZTRME

Bank and other borrowings raised

ERZRITHEEREBEE

Repayment during the year FREE

Balance at 31st March, 2000
RZEZEZF=-F=1+-Hz#&H

27. FARMERB 2247

Share Bank Obligations ~ Amounts due
capital and and other under finance to a director
premium borrowings leases BRF-—2F
RAR&EE RITRHMWEE - REBVEHR ESVHE
HK$'000 HK$'000 HK$'000 HK$'000
TR TET TR TET
24,300 19,283 — 4,500

— — 713 —

— — — 4,689

= (282) (157) =

24,300 19,001 556 9,189
(24,300) = — —
200 — — =
142,500 — — —
(10,475) = = =
= 49,717 = =

— (19,001) (172) (9,189)
132,225 49,717 384 —
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28. ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS 28. BEeRBEZBYEHR 2N

2000 1999

—EEEF - AARE

HK$'000 HK$'000

THET THET

(Note 1)

(KizE1)

Bank deposits 1777 139,251 54,147
Bank balances and cash R{T&#ERE 27,534 15,054
Trust receipt loans 5 WIEER (31,064) (23,362)
Bank overdraft 17TE X — (3,600)
135,721 42,239

Less: Pledged bank deposits & - EEHFRTER (53,223) (23,671)
82,498 18,568
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LEASE COMMITMENTS
At the balance sheet date, the Group had commitments payable in

the following year under non-cancellable operating leases in respect

of rented premises as follows:

Operating leases which expire: EEHAERE

Within one year —F &
In the second to fifth year inclusive E—Z£ 15 (EEMEFAELER )

The Company has no outstanding commitments under non-cancellable

operating leases at the balance sheet date.

29. BAERE

REER AEEREENES TTHELE
BOENTEESAZARMT :

THE GROUP
rEE

2000 1999
“ERER —AANE
HK$'000 HK$'000
TET TET
(Note 1)
(K )
343 127
452 696
795 823

ARAREERYESTHHELERANZAE
B&

o

iR
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30. CONTINGENT LIABILITIES 30. AARAE
THE GROUP
N .|
2000 1999
—Z2ETF —AANE
HK$'000 HK$'000
TER TER
(Note 1)
(HtEEr)
Bills discounted with recourse 2B HEZEHEZE — 1,535
The Company has no contingent liabilities at the balance sheet date. APNEREERLERAGE -
31. RETIREMENT BENEFITS SCHEME 31. RIKEFIH 2
A subsidiary of the Group in the PRC is a participant in a state- AEEEFEZ-ZHEARZSEMTEER
managed retirement plan in the PRC pursuant to which the subsidiary EE RS B ZHMBATRESER
pays a fixed percentage of its qualifying staffs wages as contribution BEFEvEAEE X AFE  EFAZGE
to the plan. During the year, contributions payable by the subsidiary UK -RER ZNBARRREBLHERE
pursuant to this arrangement were approximately HK$11,000. There 2 ERNEN00ET - RERLEE R K2
was no forfeited contribution for reduction in the subsidiary’s future “AATRAUNBZHRB AT AR ZHER - KA
contribution during the year. Neither the Company nor its other AREMHEARHESEBRFERE -

subsidiaries participate in a retirement benefits scheme.
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B %

with related parties.

Name of party
BHEALER

Guangzhou Fortune (note i)

BNRE (Hi)

Kinglene Limited (note ii)

SBERRXE (M)

Harvest Union Limited (note ii)

ANREBRDA (Hatii)

Million Ocean Limited (note ii)

+

¥

i

For the year ended 31st March, 2000
HE _ZEZEF-H=+-AL%E

32. RBEALRS

During the year, the Group entered into the following transactions RER AEEEHEBEATETTIR
8o
Nature of transactions 2000 1999
XaMHE —ZEEF —AANE
HK$'000 HK$'000
TER TER
(Note 1) (Note 1)
(Katr) (Hatr)
Sales of goods by the Company
HARAHEER 316,756 14,285
Interest income received by the Group
HASERBZFERA 315 548
Interest income received by the Group
HASERB RS WA 452 789
Rental expenses paid by the Group
AAKEXT2EEER 780 780
Interest income received by the Group
AARKEREZFERWA 303 602

SBRRAR (M)

The balances with related parties are set out in note 17.

RAEBEALRZERERMET

The Group’s banking facilities are also secured by the guarantees ARBZRTRMETUS PN EEERDBZEE
and personal assets of Messrs. Lau Siu Ying, Steve and Lau Kin Ying, ER-FARSEZAERMEHNDRAEL ZER
Ricky and a company controlled by their close relative, details of REAEEEARE  FHEERME2-

which are set out in note 23.

Notes: fiat

i)  The sales of goods were carried at market prices. ) ERDETREHE -

ii) The interest income was charged at prevailing market rates. Rental i) FMEWADEGSGHEGE -HEBRANERR
expenses was charged in accordance with the relevant tenancy EREERRZTE MASHSAIEERA
agreement and the prevailing rent is equivalent or approximate the open HmisHE -

market rental.
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33. PARTICULARS OF SUBSIDIARIES 33. MEBLTEHR

Details of the Company’s principal subsidiaries at 31st March, 2000

are as follows:

Name of subsidiary

WEBLRER

Express Fortune

Holdings Limited

Express Fortune Limited

REBRAF

Fortune (Shanghai)
International Trading
Co., Ltd.RE (L&)
BREZERAF

Fortune E-Commerce

Limited

Issued and
fully paid
Place of share capital/

incorporation/ registered capital
BETRAZKRR

RA/EMER

establishment

AR AL/ B i B

British Virgin Islands  Ordinary US$100

RBRLES EBRI00ET

Hong Kong Ordinary HK$10

& Non-voting deferred

HK$5,000,000

ERER10E T

ERZRELRY

5,000,000 7T

People’s Republic US$200,000

of China 200,000% 7T
hEARLANE

Ordinary US$100
EBRI00ET

British Virgin Islands
REBRLES

ERAETEEMBE R AR
T-BZHENT:

2L HE

I
4
4

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company
ARRFEE
ERTRE/EM
BXEEZLA
Directly Indirectly
I=E:: %

% %

Principal activities

100 — Investment holding

REER

— 100 Trading of mobile

phones EEBHER

— 100 Trading of mobile
phones EE¥EEE

— 100 Investment in

g-commerce
businesses REE ¥
EEESS
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PARTICULARS OF SUBSIDIARIES (Continued)

Issued and

fully paid

Place of share capital/

incorporation/ registered capital

Name of subsidiary establishment BETRHERA
-G MBS/ FR S 4 B KA/ EMER
Express Fortune Western Samoa Ordinary US$100
International Limited ~ i EBRI0ET
Top Emperor Investments Hong Kong Ordinary HK$10,000
Limited I2REBRNE &FB EER10,0008 T

None of the subsidiaries had any loan capital subsisting at the end

of the year or at any time during the year.

The above table lists the subsidiaries of the Group 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.

33. MBRARIEN (&)

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company
ARRFEE
BRTEA/EM  Principal activities
EXAEELA  IEXH
Directly Indirectly
I=E:: M
% %

— 100 Trading of mobile
phones EEXRBEF

— 100 Property holding
LRI S

EHBLAREFRIFARMNEEIEEME
&L

EEERRALRMIFKRECHBLAEEY
EAFEXAURAAREEERECIES
0 -EZERA BIEBMBLFZFER
SHBENBRLE
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B % HE

RESULTS

Turnover & %%8

Cost of sales HERA

Gross profit Bl

Other revenue Eft1li %
Distribution costs 7 $#§ A&
Administrative expenses TH &

Profit from operations & % & 7l
Deficit on revaluation of an investment
property —BRENEZEREH
Finance costs A& R
Investment income RE KA
Share of result of an associate B —RXHE N B2 ¥E

Profit before taxation B%tA1&F!
Income tax expense FiSHE A

Net profit for the year A FE R

ES
Year ended 31st March,
BZE=A=1t—-HLEE
2000 1999 1998
—EZERE —AARE - AANE
HK$'000 HK$'000 HK$'000
TERT TERT TERT
1,380,786 819,575 632,270
(1,301,335) (782,254) (600,281)
79,451 37,321 31,989
222 1,562 703
(7,623) (6,590) (8,660)
(13,784) (9,536) (6,011)
58,266 22,757 18,021
(200) — (2,124)
(1,609) (2,294) (5,079)
4,154 5,370 2,112
(9) = =
60,602 25,833 12,930
(9,760) (3,531) (2,191)
50,842 22,302 10,739
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The Company was incorporated in Bermuda on 22nd October, 1999 and
became the holding company of the Group with effect from 10th
December, 1999 as a result of a corporate reorganisation. Accordingly,
the only balance sheets for the Group that have been prepared are those
set out on page 43 of the financial statements.

The results of the Group for each of the two years ended 31st March,
1999 presented above have been extracted from the Company’s
prospectus dated 9th February, 2000 when listing of the Company's shares
was sought on the GEM. Certain figures have been reclassified to
conform with current year’s presentation.

The results for the year ended 31st March, 2000 have been extracted
from the consolidated income statement as set out on page 40 of the

financial statements.

Bt :

2

FRAR-ANNFTAZT-HHEBREEMAL
YERAEARR-AANETZRATERATKEZ
BRAR -Elt AREE-CRRCEERERDH
BRREVBEAFHE -

LR AEBBRE-ANANF=ZA=T-BLWE
FERFZRE DREREFRARDEARR LT
R-ZZZZFE_ANABHRIBARER - B THFEE
HOB UNGAFEZZIAA -

HE-ZZZHE-A-T-ALEEZEE DHEEAR
HERRENEFTAZFSRAKEK -
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NOTICE IS HEREBY GIVEN that the annual general meeting of Fortune
Tele.com Holdings Limited (the “Company”) will be held at Victoriana
Room, 4th Floor, Furama Hotel Hong Kong, 1 Connaught Road Central, Hong
Kong on 28th August, 2000 at 10:00 a.m. to transact the following ordinary
business:

1. toreceive and consider the audited consolidated financial statements
and reports of the directors and auditors for the year ended 31st
March, 2000;

2. to declare a final dividend for the year ended 31st March, 2000;

3. tore-elect directors;
4. to fix the directors’ remuneration;

5. to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors and to

authorise the directors to fix their remuneration;

and, as special business, to consider and, if thought fit, passing the

following resolutions as ordinary resolutions:
Ordinary Resolutions
6. THAT:

(a) subject to paragraph (c) below, pursuant to the Rules Governing
the Listing of Securities on the Growth Enterprise Market on The
Stock Exchange of Hong Kong Limited, the exercise by the
Directors of the Company during the Relevant Period of all the
powers of the Company to allot, issue and deal with unissued
shares in the capital of the Company and to make or grant offers,
agreements and options which might require the exercise of such
powers be and the same is hereby generally and unconditionally

approved,

LBEREEGHAKRERRAF ([A2F])H
RZZZEENAZTNAEFTREREERT
HEF-REBEEENRASTDEETRRE
FRE EURBTHEBSE:

2

5.

BERZRBE-_ZTRF-A=1T-HLF
EZRBERGAMBRREESERUBMZ

iﬁﬂ:i :

==

ERBZ-_EEEE-F=+-HLEEZRK
-

EREE,

ETESHE

ERED BERIEHAFOALBMALKE
ESEEEEMS

RERBHEE ZRIMBERBTIHERATE
REBR

6.

EBRER

B

(a) ETX(c)RZBHT » REEBHERS
FERARAERZES LTRA — K
REGEHRERDDESAEBEEEAT
EARDRZ-#L URE  #TRE
BADNAREAPZRBITRG  UMELEDS
BRYAREIHELARIZERER -
ERBRE
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the approval in paragraph (a) above shall authorise the Directors
of the Company during the Relevant Period to make or grant
offers, agreements and options which might require the exercise

of such powers 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 options or otherwise) by the Directors of the Company pursuant
to the approval in paragraph (a) above, otherwise than pursuant
to (i) a Rights Issue; or (ii) the exercise of any option under the
share option scheme 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 in accordance
with the Bye-laws of the Company in force from time to time,

shall not exceed the aggregate of:

(i) 20% of the aggregate nominal amount of the share capital
of the Company in issue on the date of the passing of this

Resolution; and

(i) (if the Directors of the Company are so authorised by a
separate ordinary resolution of the shareholders of the
Company) the nominal amount of any share capital of the
Company repurchased by the Company subsequent to the
passing of this Resolution (up to a maximum equivalent to
10% of the aggregate nominal amount of the share capital
of the Company in issue on the date of the passing of this
Resolution), and the authority pursuant to paragraph (a) of

this Resolution shall be limited accordingly; and
for the purposes of this Resolution:

“Relevant Period” means the period from the date of the passing

of this Resolution until whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the

Company;

(b)

(d)

EX @Bz EERERARAEEREE
HEANFLESIRFIEREBEHELER
TRELAEICERERZ HERER
£

FAREEMB LN (R 2HERBERE
FREREGREESESR (THER/KER
REFERRE ) cRAAELE KR
(EEHR  HEARBEFLAZBR
B BRI 2 BRERTRE S SifEAR
BARATHARZAAANRERARE
RoORERGz22HRARGRE2RER
BREVNLZHFMBET 2RI - THER
THmEZAM :

(i) FREXZBEAHALACHITRE
EERE220%: &

i) (WEARAEZEARARRBER
—EEBERBRRE) RERER
BRzEARARBEAQXTEMK
FemE (RZASRFRBRER
FHARACERTRABEBEAREZ
10%) @ BEBEARZ()REF 2 #
HEAREZERH S R

RARERME

(RSB EEFRBRBEBAMETI
FEZBFAHLZHE

i) ARATERRBFASERZA
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(ii) the expiration of the period within which the next annual
general meeting of the Company is required by the Bye-laws
of the Company, the Companies Act 1981 of Bermuda or any

other applicable law of Bermuda to be held; and

(iii) the passing of an ordinary resolution by the shareholders
of the Company in general meeting revoking or varying the
authority given to the Directors of the Company by this

Resolution;

“Rights Issue” means an offer of shares in the Company, or offer
or issue of warrants, options or other securities giving rights to
subscribe for shares open for a period fixed by the Directors of
the Company to holders of shares in the Company on the register
on a fixed record date in proportion to their then holdings of
shares (subject to such exclusion or other arrangements as the
Directors of the Company 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, or the expense or delay which may be involved in determining
the existence or extent of any restrictions or obligations under
the laws of, or the requirements of, any jurisdiction outside Hong
Kong or any recognised regulatory body or any stock exchange

outside Hong Kong).

THAT:

(a) the exercise by the Directors of the Company during the Relevant

Period of all powers of the Company to purchase its shares on
The Stock Exchange of Hong Kong Limited or any other stock
exchange on which the shares of the Company may be listed
and recognised by the Securities and Futures Commission and
The Stock Exchange of Hong Kong Limited for such purpose, and
otherwise in accordance with the rules and regulations of the
Securities and Futures Commission, The Stock Exchange of Hong
Kong Limited, the Companies Act 1981 of Bermuda and all other
applicable laws in this regard, be and the same is hereby

generally and unconditionally approved;

(i) RBRAQBZARAAE  BRE-N
N-—FREAERBEREAMNEMER
ERREFRATERRBEFAEA
TERZBRERZA R

i) ARARRRRRASLBE-BE
BABRBHALTFRBRRETA
REEERNZBE

BEFRIERARAESEEZHE
N AREECEABHEIRREM2A
RARGERA  RERSERBHESR
ZBROBEBRLARZBERADIRNN
REFBTIRBRO2IRER - BR
EREMETIRBROER 2ES (K
FREEEURTRRD 2EE  TER
REBUNAAEER ZEHARESRL
MARTEERBRANESZRS 2
REMSIB2AMRHAIEME  AEZR
BBUIMEM B ERE 2 BB B U
EARIEERBRANRERE M 2B
EFfSIBzEARHAREETES R 2B
REERT  FEBEERALARNEEZ
HeRHEMBRH)

1. BE:

(a)

—REREFREHERADESNEBEHE
RITERRRAZ—YIED  EEBHER
ZMBERARRAD AR A6 LT &
FRAEEKERZEERERBERS
FERDAREATZEMEMRSRS
FBERG  HELEEIVEREESR
HESHERZECHABBARSIMEA
RARAZAIRKL - BRE-NN-F
REEREWR S E 2B EMER AT
£
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(b) the aggregate nominal amount of shares which may be
purchased by the Company pursuant to the approval in paragraph
(a) during the Relevant Period shall not exceed 10% of the
aggregate nominal amount of the issued share capital of the
Company as at the date of the passing of this Resolution and

the authority pursuant to paragraph (a) of this Resolution shall

be limited accordingly;

(c) forthe purposes of this Resolution, “Relevant Period” means the
period from the date of the passing of this Resolution until

whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the

Company;

(ii) the expiration of the period within which the next annual
general meeting of the Company is required by the Bye-laws
of the Company, the Companies Act 1981 of Bermuda or any

other applicable law of Bermuda to be held; and

(i) the passing of an ordinary resolution by the shareholders
of the Company in general meeting revoking or varying the
authority given to the Directors of the Company by this

Resolution.

8. THAT the Directors of the Company be and they are hereby authorised
to exercise the authority referred to in paragraph (a) of Resolution
no. 6 above in respect of the share capital of the Company referred

to in sub-paragraph (ii) of paragraph (c) of such Resolution.

By Order of the Board
Fortune Tele.com Holdings Limited
Lau Siu Ying, Steve

Chairman

Hong Kong, 29th June, 2000
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(b) ARAKE(RHEREERERFE
EzROEELE THEEBFRZRE
BRABARACETRIEELR
0% BEBEFARBR(RESZENE
REZERH R

(c) RARBRME  [BRHEIEAXRE
REBAHETIEECRFASLZE
& -

i) ARATERRBFASERZA

(i) RRAQBZARME  BRE-N
N-—FREAERBEREAMNEMER
EOREERATERREAEART
ARzERERZA R

(i) ARARRRBRRAG LBBE-RE
BRRRBHEABITARBERT A
REEERANZAH -
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£
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Registered Office:
Clarendon House
Church Street
Hamilton HM 11

Bermuda

Head Office and principal place of business:

Room 1502-7

15th Floor, Tower A
Regent Centre

63 Wo Yi Hop Road
Kwai Chung

New Territories

Hong Kong

Notes:

AMPEE
Clarendon House
Church Street
Hamilton HM 11
Bermuda

BREERTEEXNE

BB

R

ey
ME RS E63N
BETD
AFE 1582
1502-1%

K -

A member entitled to attend and vote at the meeting convened by the above
notice is entitled to appoint one or more proxy to attend and, subject to the
provisions of the Bye-laws of the Company, vote in his stead. A proxy need
not be a member of the Company.

To be valid, this form of proxy, together with the power of attorney (if any)
or other authority (if any) under which it is signed or a notarially certified
copy thereof, must be deposited at the principal office of the Company at
Room 1502-7, 15th Floor, Tower A, Regent Centre, 63 Wo Yi Hop Road, Kwai
Chung, N.T., Hong Kong not less than 48 hours before the time for the holding
of Meeting or adjourned meeting.

In relation to proposed Resolution nos. 6 and 8 above, approval is being
sought from the shareholders for the grant to the directors of a general
mandate to authorise the allotment and issue of shares under the Rules
Governing the Listing of Securities on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited. The Directors have no immediate plans
to issue any new shares of the Company other than shares which may fall
to be issued under the share option scheme of the Company or any scrip
dividend scheme which may be approved by shareholders.

NERHFEEBEERZAERRELRRZR
RUEREZE-EAUL2ARERAS  XHEX
RAZRARAREZRHTRERR - RERKE
ARARARR -

FREZERBKERNREAZKESE (08 ) AE M
REXH (0E ) ARHARAEERACREEY
REXHES  ARAERHSRTHEABIBAR
EAARCERHERE  HUAATBHFRLBNES
EORE R OAEI5E15021E - HREN

REXBHEZFOERFORRBRMS  ARANE
RRRETESRETBHERZMERAAAIER
ZRELTRABRBRBTROBH 2 —REE - K
REFABzBREFVARRBEZEAARKE
SHEITRERRTZRON  ESURBTEDTHR
2 Bt 8l o
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In relation to proposed Resolution no. 7 above, the Directors wish to state
that they will exercise the powers conferred thereby to repurchase shares
in circumstances which they deem appropriate for the benefit of the
shareholders. An explanatory statement containing the information necessary
to enable the shareholders to make an informed decision to vote on the
proposed resolution as required by the Rules Governing the Listing of
Securities on the Growth Enterprise of the Stock Exchange of Hong Kong
Limited will be set out in a separate document to be despatched to the
shareholders with the annual report for the year ended 31st March, 2000.

REXRBZEVERBERME  ESREY RS
BEERRERRENZERTTEZRERME T
BORGBZES BEFRUAIRZMERLFLE
ReEAEHRAMAERTRRLAZERUER
RARFRRBBZARBRELNFRE ZH AR
# BEREREZ-Z2RRF=A=t-HILFE
FRETFRR2EZ - XA -



