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Proactive’s mission is to provide interactive
telecommunications and technology solutions
to enterprises in the Asia Pacific region to
enhance business value and customer
satisfactions. Proactive commits to
empowering its customers with the ability to
absorb and take advantage of the latest
technologies by providing top quality
telecommunications, information technology
and computer telephony solutions. It is the
mission of the company to build on its
existing position in the industry to become
the leading Tele-Commerce technology and
service provider in the Asia Pacific region.

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

Given the emerging nature of companies listed on GEM, there is a risk
that securities traded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board and no assurance is
given that there will be a liquid market in the securities traded on GEM.
The principal means of information dissemination on GEM is publication
on the Internet website operated by the Stock Exchange. Listed companies
are not generally required to issue paid announcements in gazetted
newspapers. Accordingly, prospective investors should note that they need
to have access to the GEM website in order to obtain up-to-date
information on GEM-listed issuers.

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

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

KON )

Proactive Technology Holdings Limited
(“Proactive”) is one of the leading technology

companies in the Asia Pacific region, well versed in

both telecommunications and information
technologies.

Proactive was founded by a group of experts in
telecommunications and information technology in
1992. Over the years, Proactive has designed and
developed a wide range of value-added
telecommunications and computer telephony solutions
and established longstanding partnerships with a
number of industry leaders such as Lucent
Technologies, Nortel Networks, Intel, Microsoft, Oracle,
Rockwell e-Commerce, AVT and GN Netcom.

Today, the telecommunications solutions
developed by Proactive serve many major fixed and
mobile carriers, and VolP operators in the Asia Pacific
region. Its enterprise computer telephony solutions are
deployed by well-known multinational corporations
from a wide spectrum of industries including banking,
finance, utilities, education, transportation,
government...etc.

Proactive is committed to providing the industry
with world class technology and quality services based
on its thorough understanding of its customers’
businesses and their needs. Its dedication to product
research and development is another key factor
contributing to its success.

Firmly rooted in Hong Kong, Proactive has
recorded continuous growth since its establishment in
both its telecommunications and computer telephony
revenue from the local market. It has recently begun
its pursuit of expanding its business into other Asia
Pacific countries. To expedite its regional business
expansion, Proactive further strengthened its financial
might through securing a listing on the GEM board of
The Stock Exchange of Hong Kong Limited in May 2000.

Proactive’s mission is to become the leading Tele-
Commerce technology provider in the Asia Pacific
region. Leveraging the strong foundation in both
information technologies and telecommunications it
has built and reinforced over the years, Proactive will
continue to diversify its business geographically and
exploit new high-growth business opportunities in this
ever-changing industry.
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Corporate Structure
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Proactive Technology
Holdings Limited
BERMERRERAT

(incorporated in Bermuda)
(REFEREM)

Greater China Asia Pacific
Businesses Businesses
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Proactive Technology Proactive e-Commerce .
Limited (Australia) Pty. Limited [ 100%
RHEERAT (Australia)
(Hong Kong) (M)
(%)
i Proactive Technology 100%
(Asia) Pte Ltd
o
R

Proactive Cyberspace Proactive Cyberspace

33Y,% Company Limited 100% | (Shanghai) Company
RYEHNEREERAT | Limited #
(Hong’Kong) IEEREBHNE
(&%) ARAT #

Representative Office in
Beijing
ERRERER

Representative Office in
Shanghai
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Branch Office in Taiwan
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‘Company Major Milestone
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°
Proactive Technology Limited

incorporated in Hong Kong

°
introduced a host integrated computer
telephony voice messaging product, a real-time
telephone stock quote product and

an IDD call back platform

°
entered into distributor sales

agreement with Periphonics to

sell their IVR products in Hong Kong

°
launched Proactive’s own brand name
product “PowerVoice NT”,

Proactive’s second generation IVR product

developed first real-time mobile
short message stock information
product for Hutchison Telephone

formed technological alliance with AVT

appointed by Microsoft as its

solutions provider

formed research team focusing on
telecommunications switching

product development

commenced business relationship

with Excel Switching

formed technological alliance with Oracle to act

as its application development partner

launched Proactive’s first version of GlobalCall
IN service node, a software platform for

carriers to development new services to users

introduced voice messaging

product on GlobalCall

1992

1994

1995

1996

1997

1998
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launched the Internet call centre product

formed business alliance with QuotePower

°
launched international calling and

prepaid calling card product

established Shanghai representative
office and two subsidiaries in

Singapore and Australia

entered into co-operative agreements with

GN Netcom, Rockwell e-Commerce

launched MIAA Services platform

formed joint venture in Shanghai with JOS
Technology (China) Limited under the name
Proactive Cyberspace Limited

established Taiwan branch office

listed on the GEM board of
Hong Kong Stock Exchange

launched a speech recognition

stock quote and trading system

established Beijing representative office

established second research and

development centre in Australia

launched GlobalCall IN Service Creation

Environment tools

°
signed MOU with Shanghai Jiao
Tong University, agreeing to form a joint
venture to develop and market

computer telephony solutions in the PRC

1999

2000

2001
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Chairman’s Message

A

DEAR SHAREHOLDERS,

Year 2000 was a very challenging year for Proactive
Technology. Proactive reached a major milestone in its
development — it became a publicly listed company on the
Growth Enterprise Market (“GEM”). We capitalized upon the
GEM listing by growing our businesses and expanding our
operations to other regional countries. Despite achieving
business growth, we were challenged by the volatile
telecommunications market environment in the second half of

the year.

In second half year of 2000, coinciding with the global
consolidation of the technology, media and telecommunications
(“TMT”) markets where we took root and have actively sought to
expand our business, Proactive recorded a first time loss since its
establishment in 1992. Our loss mirrored the slowdown in
capital spending by telecommunications companies in the
second half of 2000 and also the impact from increased
expenditures of the Group owing to budget that was built for a
higher revenue base. Despite the loss, we are positive about our
business performance, with turnover increased by 95%
to a new record high of HK$63.8 million compared
to turnover of HK$32.8 million and annual growth rate of 52%
in 1999. This substantial jump underscored a strong growth

potential in the telecommunications and technology sector.

The listing of Proactive shares on the GEM of The Stock
Exchanges of Hong Kong Limited in May, 2000, has provided us
with the financial capability to take advantage of this high-growth
market and fulfill our business plans. During the year, we
have further strengthened our foundation
and reinforced our market presence in
Greater China and the Asia Pacific Region,
paving the way for long-term growth of the
company. We are committed to not only establishing
and expanding our presence in the regional market, but
also to continuing to develop new products and enhance
existing products. We will also strive to diversify our
business in other areas that will add value to our

shareholders.
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Very much aware of what caused our loss, we
launched a number of remedial measures to improve our
profits, including expanding our product lines and
rationalizing our internal resources to maximize cost
effectiveness. In 2001, our main objective will be to
balance the risks and opportunities in the Asia
telecommunications and computer telephony market. We
will deploy a moderate regional expansion plan, focusing
on developing higher growth markets, such as the PRC
market. We have full confidence in our business and
corporate strategies, which we believe will allow us to

again steer Proactive back on to the profit-making course.

Looking ahead, we see the TMT industry showing signs
of improvement as a healthier business environment
emerges after the consolidation. The marketplace is rich
and full of opportunities. As one of the first movers in the
Asia Pacific region, Proactive has built a sound
foundation and processes blessed with many
strengths, which include world-class
technology, sophisticated products, solid
customer relationships and a dynamic team
of experienced people. Backed by a comfortable
level of cash, Proactive is well positioned to face any new

challenges and is poised to take off with the industry.
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- Chairman’s Message

FINANCIAL HIGHLIGHTS

HK$'000 Year ended 31/12
FiER HE+-BA=t-0it&E
2000 1999 Changes
—ZEZF —-AARF 28
Turnover g2l 63,816 32,823 +95%
(Loss)/Profit (BR) /B (5,925) 4,349 - 236%
(Loss)/Earning per share gk (58R) BA HK (2.76) cents 4l HK 2.34 cents %1l - 218%
Total assets HEE 74,642 22,619 +229%
Shareholders’ fund RERES 55,978 9,768 + 473%
Net assets value per share SREEFE HK 26.10 cents %84l HK 5.26 cents %1l + 396%
Cash on hand RekF 28,122 9,750 + 188%
Capital expenditures BASH 15,004 1,800 + 734%
Return on equity MRREE R = (0.11x) 0.44x - 125%
BUSINESS REVIEW K% OB
CORPORATE DEVELOPMENT ENRE
Equipped for business expansion in the Asia Pacific 7 1A A M
Region
Strengthening our foundation REFHmEn

Over the past eight years, Proactive has relentlessly
devoted its efforts to the development of computer
telephony solutions and telecommunications solutions and
successfully established its position as an industry leader
in the local market. As a result of worldwide deregulation,
the telecommunications and computer telephony
industries in the Asia Pacific region are taking off and we
strongly believe that it will be one of the fastest growing
regions in the world in the next three to five years. To
capture the tremendous business opportunities arising in
the regional market, our business strategies are tailored to

facilitate regional expansion.
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“Qur ability to keep up with the latest
technologies, to understand customer needs,
to master advanced technological know-how,
and our commitment to producing quality
products and services are the key attributes
that allow Proactive to claim leadership and
maintain competitiveness in the industry.”

During the year, Proactive had been aggressively
strengthening its foundation and equipping itself for achieving
the long-term goal of becoming a key regional player. The
Group has grown from a local corporation to a regional
corporation with over 90 staff members. Over 70% of our
staff members are graduates, including 48 experienced
telecommunications engineers. Our management team has
also been bolstered, with the appointment of several senior
management personnel to lead our Hong Kong operation,
regional development, product development, corporate
finance, marketing and corporate communications.

Enhancing our technologies, sales and

development capabilities

Proactive places great emphasis on technological
development, product quality and professional services. To
strengthen our research and development team, we have
appointed Mr. Pong Kam Wah as our Chief Software
Architect (CSA) and an executive director of Proactive, to
lead our research and development efforts. Mr. Pong has
over 18 years of telecommunications experience, gained
from various leading telecommunications corporations.
During the past year, we had spent over HK$3.6 million on
new equipment for our new product development, leading
to the successful launch of a series of new advanced
solutions. They included one of the hottest year 2000
topics, mobile Internet services, and one of the world’s
first Service Creation Environment (“SCE”) tools for

enhanced telecommunications service applications.

To support our growing business and prepare for
regional expansion, we now have 17 engineers in our
development team and 15 engineers in our sales and
customer service team. We also set up our second
research centre in Sydney in the fourth quarter to support
our South Asia Pacific business.
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- Chairman’s Message

Our people are our most valuable assets and we fully
appreciate the importance of personal job satisfaction and
career development for them. Hence, over and above in-
house training programs, we also embarked on technology
exchanges with our technology partners during this past
year to facilitate improvement in skills as well as the
continuing education of our staff. To further enhance our
technologies and broaden our technology base, we have
been actively seeking possible technological alliances with
both local and overseas academic institutions.

Entered into MOU with Shanghai Jiao Tong University

Discussions and meetings were held with Shanghai Jiao
Tong University (“SJTU”). In February, 2001, Proactive and
SJTU signed a Memorandum of Understanding, undertaking
to form a joint venture to develop and market telecom and
computer telephony solutions in the PRC. We believe that
SJTU, being one of the top universities reknowned for its
computer sciences, will bring to the joint venture the latest
technologies, and abundant research resources that will help
us shorten product development lead-time significantly.

Brand Building

To raise brand awareness and highlight Proactive’s market
position in the Asia Pacific region, we participated in a number of
leading industry exhibitions and conducted various seminars in
Hong Kong, Shanghai, Beijing, Singapore, Kuala Lumpur and
Bangkok. These activities covered a wide range of applications
and products, including telecommunications, call centres, unified
messaging solutions, speech recognition and m-Commerce. We
also organized an increased number of media events to create
market awareness of our new product developments and
initiatives.
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and his research and development team *

FESRE BRI FAE

B b B9 B 3% BX 1R




BUSINESS DEVELOPMENT
Exploration of new revenue sources

Product Development
Mobile Internet Access and Application Services (MIAA™)

Mobile Internet is a very hot topic in the new millennium.
The Asia region is forecasted to become the largest wireless
market in the world by 2004-05, with roughly 400 million users,
and also the largest Internet market globally with over 175
million users. Proactive, as stated in our prospectus dated 10th
May, 2000, is developing the MIAA service platform to provide
mobile Internet access and hosting application services for our
corporate customers to facilitate their m-commerce. Our MIAA
service platform is able to cater to a wide range of m-commerce
applications for various industries and is mobile operator
independent. We are pleased to report that we had successfully
launched our first MIAA service for CEF Lend Lease in the third
quarter. The MIAA platform is currently running on WAP standard,
however, we will continue to enhance our MIAA services as open
standards such as GPRS and 3G become available in the future.

Unlike other systems integration projects, which often
focus on one-time project-based relationships with the
customers, our MIAA services are designed to foster
ongoing relationship with our customers, allowing us to
build recurring incomes from leasing our platform and
providing supporting services and technology.
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“Access to information anytime, anywhere.”
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Through our MIAA platform, insurance agents can use FEAXZEZNAMES  RBAEFTEFZERE

their mobile phone to extract insurance policies from their
company’s intranet and process insurance applications.
Our m-brokerage services enable the display of financial
information on a Personal Digital Assistant (PDA) device
through mobile Internet.
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- Chairman’s Message

We are optimistic about the future prospect of mobile
Internet and believe that it will become one of the most

lucrative telecommunications businesses in the long run.

Service Creation Environment (SCE) Tools

We have successfully developed and launched
telecommunications Service Creation Environment (SCE)
applications in December 2000 under our GlobalCall
product series. The SCE is one of the world’s first few
software applications that allow users to program or
amend new telecommunications value-added services
using an ordinary text editor on their computer instead of
the low level programming language like C. This tool also
enables the carriers to amend their value-added services
or to create new service applications on their switching
system without assistance from the technology providers
thus providing the carrier customers with more control and
high flexibility on developing their services.

Apart from enhancing our product competitiveness, we
believe the SCE applications will also enable us to expand
our customer base to overseas software developers or
system integrators, who are not specializing in
telecommunications technology. Our user-friendly SCE
tools will allow them to develop value-added
telecommunications services for their telecom customers.
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Your Service Application

A
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\/
GlobalCall-SCE

GlobalCall Call
Processing Software

GlobalCall T K5 B B &

blocks (SIBs).

machines.

Excel Programmable Switching
Platform (Lucent
Excel TREMZRT R
BIW (Lucent Technologies)

GlobalCall-SCE Architecture
GlobalCall-SCE S #

The service application consists of a number of service independent building
PR FE A2 ER (B 08 3L R 35 (B B8 AR FR (SIBS) ©

The GlobalCall-SCE executes the SIBs when service triggers are received.
2 % Uz 15 3T 5L R B GlobalCall-SCE#A 1T SIBS ©

The GlobalCall call processing module implements the ITU-T Q.931 state
GlobalCallE & B ¥ # 7 «ITU-T Q.931 State Machine” ©

The Excel switch communicates with GlobalCall through an Extended Application

Programming Interface (ExAPI) by sending and receiving commands via TCP/IP.
Excel switchA EZGlobalCall RfF BHE - BEBREMNEASHEREXRE (EXAP)LER
TCP/IPERH RBWIES -
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Advanced telecommunications and enterprise solutions

During the year, we launched a number of new and
advanced telecommunications and enterprise solutions,
which boosted our computer telephony sales. We had
launched an advanced Proactive Switching System (PXS
2000) We expanded our Call Centre Suites to cover a
range of enhanced features including multimedia channels,
speech recognition and remote agents support. Other new
solutions launched included an enhanced version of our
unified messaging product, and a speech recognition stock
quote and trading system we developed with our partner
Quote Power International Limited*. We had also
successfully obtained the distributorship of Rockwell
Electronic Commerce** call centres and expanded our call

centre product line.

*  Quote Power International Limited is one of the leading
stock information service providers in Hong Kong.
Rockwell Electronic Commerce is a leading US supplier of
call centre systems and electronic commerce solutions for
over 25 years.

*%

IEHREES.
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Unlike traditional call centre, our multi-media Proactive
Call Centre Suite, not only offers comprehensive features,
including ACD, IVRS, CTI, CRM etc., but also provides
multimedia access, where customers can interact with the
operators through multiple access channels: touch-tone
input, speech input, fax or web access; and supports
remote (home) agents and multi remote call centres.
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Expanding our regional footprint

Proactive has been actively pursuing different regional
opportunities. Following the establishment of regional
offices in Shanghai, Singapore and Australia in 1999, we
further extended our reach to Taiwan, Beijing, Thailand and
California in 2000 — regional offices were set up in Taiwan
and Beijing and cooperative agreements were signed with

local corporations in Thailand and Los Angeles.

Formation of joint venture with JOS Technology

{China) Limited

A joint venture named Proactive Cyberspace Company
Limited ("PCS") was formed by Proactive with JOS
Technology (China) Limited and the management of PCS.
Ownership of the joint venture is splitted equally among
the three parties. PCS specializes in the provision of office
and business solutions including telecommunications call
centres and e-commerce solutions targeting the PRC
market, especially Shanghai. Combining the well-
established customer base of JOS with Proactive’s
outstanding technological expertise, the joint venture is
deemed a “perfect match”, and though founded only
several months ago, it has been very successful and has
already generated considerable turnover.

New Business and Technological Partnerships

To further enhance our products, Proactive forged a
partnership with Mind CTI Limited, a leading Israel-based
provider of NextGen billing and customer care solutions, to
jointly develop and provide a turn-key business solution
for service providers who wish to offer both IP and
wireline telephony. To ride on the trend of integration of
e-Commerce, m- Commerce and teleserwces apphcatlons
Proactive also formed an‘alllan“ce‘wnh an e-Commerce

solution provider; Internad Limited, to jointly. provide a

“total solution, ‘comprisirig web: solutions, e-Commerce

solutions ahd Proactive’s telecommunications solutions
and-call-centre system. We will be developlng these joint

Cproduct solu’nons in 2001
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PERFORMANCE REVIEW

Striving for exponential business growth

Once again, we propelled our revenue to a new
record high, amounted to HK$63.8 million compared to
HK$32.8 million in 1999, represented a 95% annual
growth. The revenue hike was the result of 119% growth
in our telecommunications business and 57% growth in
the computer telephony business. Telecommunications
business, in 2000, contributed 68% of the turnover, while
computer telephony business contributed the remaining

32%.

In terms of geographical distribution, Hong Kong was
still our major marketplace. Revenue derived from local
sales accounted for approximately 82% of the Group’s
total turnover. Our regional businesses, established in
1999 and 2000, started to contribute considerably to the
Group’s turnover and amounted to approximately HK$11.7
million, representing about 18% of the Group total

turnover during the past year.

Despite the strong annual growth in our revenue, the
level of business volume of our telecommunications
business and regional sales, however, fell short of our
expectation. Our telecommunications business were hit
mainly by the global softening of the telecommunications
market in the latter half of the year, and our Taiwan
businesses were affected by the economic downturn in
Taiwan. Sales performance of our telecommunications
solutions in the latter half of the year, in particular the last
quarter, was below our projections. The sales performance
of our computer telephony solutions and services for
enterprise customers were, however, less affected by the
TMT turmoil and recorded steady growth throughout the
year. On the other hand, as a result of our rapid corporate
development and business expansion, our operating
expense increased to HK$43.4 million. The above factors
combined resulted in the Group incurring a loss of HK$5.9

million or loss per share of HK2.76 cents.
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. Chairman’s Message

In spite of the weak financial performance, we are
encouraged by a number of positive developments
achieved during the year. We saw impressive sales of our
own GlobalCall system. The revenue from GlobalCall
tripled that of the year before. The advanced model,
PXS2000, was successfully developed and launched.
Repeat orders were received from old customers and deals
were struck with several prominent new customers. Our
new computer telephony product line, Rockwell Call
Centre, launched in the second quarter, was well received

by the market and brought in significant returns.

OUTLOOK
INDUSTRY OUTLOOK

Telecommunications Market

We are confident that the growth of Asian
telecommunications market will continue
over the long run. The growth from those markets that
were recently deregulated such as the PRC, Malaysia and
Indonesia, will be robust. With a population of over 1.2 billion
and low nationwide fixed-line and cellular penetration at only
10% and 5.6% respectively (comparing to 57.6% and
69.2% in Hong Kong), the PRC market is just starting to
realize its potential. Other than the PRC, we also saw strong
growth in the Malaysian and Indonesian telecommunications

markets, which are expected to continue in the coming year.
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Recent Changes in the PRC Telecommunications

Environment

As yet another step towards the establishment of a
market-determined pricing system, the Ministry of
Information Industry of the PRC government recently
announced a new telecommunications tariffs system. The
tariff readjustments covered reductions on IDD rates and
private leased line rentals, thus allowing operators the
freedom to set their own rates and compete in the open
market. China Telecom has already announced a price cut
for IDD calls and leased lines rentals to destinations
including Hong Kong, Macau and Taiwan. The lower prices
are expected to help encourage IDD usage and sign up for
private leased line by enterprise users. The significantly
lowered charges for IDD calls and private leased lines
between the PRC and Hong Kong is expected to lead to a
diversion of long distance traffic to Hong Kong. The
recent changes of the telecoms pricing
scheme in the PRC will, indeed, reinforce
Hong Kong’s position as the Asia telecoms
hub and also spur the growth of telecommunications
support and network management businesses,
telecommunications system integration, as well as project

consultancy services.

Computer Telephony Market

The growth in demand for computer
telephony solutions has never lost its
momentum. More and more companies in
Asia and developing countries have come to
realize the importance of applying
technologies to improve their efficiency and
competitiveness. The PRC market is, again, a vast
marketplace for computer telephony solutions, and we
expect a surge in demand for computer telephony
solutions as the PRC enters the WTO and opens its

markets to corporations from around the world.
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2001 BUSINESS STRATEGIES

Taking into consideration the implications of a possible
slowdown of the US economy and the recent global
softening of the telecommunications and technology
market, we will implement a more conservative regional
expansion plan. More resources, however, will be directed
to the development of high potential markets and high-
growth business areas. Furthermore, Proactive will actively
seek out business opportunities for participation in the
telecom infrastructure and in established businesses as
well as new businesses and technological partnerships in
an effort to widen its business scope. As we have already
boosted our foundation in 2000 and built the capacity
required for future expansion, apart from further
investments in research and development and new
products we do not anticipate a substantial increase in our

capital expenditure in 2001.

Growing Business in the PRC

Recognizing the tremendous potential of the PRC
market, we will shift our focus in developing the PRC
market in 2001. We will expand our market presence in
the PRC through our Shanghai and Beijing offices; PCS;

and our joint venture with Shanghai Jiao Tong University.

Vincent Tsang
25®
Chatrman & Chief
Execltive Officer
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Our Shanghai associated company, PCS, is
performing very well and has already
brokeneven after a few months’ operation.
PCS is blessed with strong background; a
solid customer base, proficient technology
support and a prime location in the high-
growth city. We see it as a “rising star” which is
expected to contribute significant returns to the Group in

the foreseeable future.

On technological development, we expect the joint
venture with the SJTU to be formed in the second quarter
of 2001. To cater for the fast growing demand for
business solutions in Shanghai, the joint venture will
initially focus on the development of computer telephony
solutions for the PRC market and the conversion of our
existing computer telephony products into Chinese. SJTU is
one of the top universities in the PRC boasting outstanding
achievements in computer technology projects and
research, winning the acclaim of the Ministry of Education
and the Shanghai Municipality. Management is
confident that the joint venture with SJTU
will not only help the Group achieve
technological breakthroughs but will also
accelerate development of the Shanghai
market as well as markets in other provinces
in the PRC.

Diversification of Business

The technology market is full of potential and
opportunities yet to be exploited and it is our intention to
do just that. To further expand our revenue streams,
Proactive is currently exploring business opportunities in
telecom infrastructure projects, which if successful will
generate recurring income for the Group. Furthermore, we
will continue to look for high-value business
opportunities and business partnerships
offering synergy with our exiting businesses.

IEHREES.
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Non-stop Product Development and Marketing

The provision of value-added telecommunications solutions
and computer telephony product solutions will remain as our
major revenue sources in 2001. Equal efforts will be directed
into the development of the two product streams. Though
picking up in speed, mobile Internet applications are not
expected to be widely adopted in 2001 in Hong Kong or
adjacent Asian countries. Hence, the development of MIAA
applications will be outsourced in the meantime while our in-
house development team focuses on the development of

telecommunications solutions.

In 2001, we will continue to develop new SCE
applications and different versions of SCE tools running on
different standards, integrate our GlobalCall gateway with
Mind-CTI's billing system, develop an IP telephony
gatekeeper switch product and also a web-based card
administration tool. As for computer telephony products,
we will commence the development of Chinese character
support call centre products, the development of a
software development kit that will enable our call centre
suite to synchronize easily with other software systems

and the development of Proactive Dialer and Proactive

Softphone. We will also be adding e-Commerce features to

our Tele-Commerce solutions.
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We will continue our brand development and marketing
activities. Capitalizing from our past experience, we will rationalize
our resources and focus on cost-effective marketing and PR
activities, and also establish a product team to assist our sales
team in the promotion and direct marketing of our products and

services.

The Way Forward

Despite the unfavorable changes in the market environment,
our substantial investment in technology development and
recruitment of high calibre personnel has fully demonstrated our
confidence in the future of the industry. As the regulatory
telecommunications environment continues
to liberalize, more and more opportunities
will surface in the marketplace for
telecommunications and computer telephony
technology providers like Proactive. We expect
our local and regional businesses to continue to grow with vigor
in 2001. Given that we have the support of a strong foundation
built and continuously strengthened over the past eight years
and carefully mapped out business strategies, promising returns

are expected in the coming years for Proactive.

APPRECIATION

On behalf of the Board of Directors, | would like to express
our appreciation to our shareholders, our customers, our partners
and our suppliers for their continuous support to Proactive
throughout the year. Last but not least, | would like to thank all

our colleagues for their invaluable contributions to the company.
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Chairman & Chief Executive Officer & 31T BUAE &R
Hong Kong &%
2nd March, 2001 —EZF—f=A=H
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Management’s Discussion

‘and Analysis
EEEHB R D

RESULTS OF OPERATION

1st Quarter 2nd Quarter

ended ended
31/3/00 30/6/00

E-FHZ E-FEE
HK$'000 ZTETH —ETEEF
TER =ZE=1-"8 ~E=+AH
Turnover EEn . 9,222 21,216
Gross profit EF 4,575 15,005
Selling and HER
Administrative ]
expenses X H 5,027 8,700
(Loss)/Profit (| /

A ) (551) 5,367

Proactive Technology Holdings Limited (“ Proactive”,
together with its subsidiary the “Group”) reported a loss of
HK$5.9 million or HK2.76 cents per share for the year
ended 31st December, 2000, compared with year-ago
profit of HK$4.3 million. Paving theory for the future
business expansion, the Group had adopted a larger cost
base structure. However, affected by the global slowdown
in telecommunications industry, sales in second half year,
in particular in the fourth quarter, were lower than
expectation.

TURNOVER

Total turnover of the Group for year ended 31st
December, 2000 was HK$63.8 million, compared with
year-ago turnover of HK$32.8 million, representing an
annual growth of 95%. In the first two quarters of 2000,
financial performance of the Group was in line with the
initial business expansion plan. The revenue was growing
smoothly as projected. However, as a result of global
weakening in TMT market in the second half of the year,
capital funding in this sector shrank and thus overall
spending of the telecommunications market slowdown, the
Group’s telecommunications turnover was affected in
second half year. Also, affected by downturn in Taiwan’s
economy and slower-than-expected liberalization in
Singapore and Australian telecommunications industries,
regional business growth was slower than we anticipated.
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3rd Quarter 4th Quarter
ended ended
30/9/00 31/12/00 Year ended 31/12
£=FEZE ENFEEE BE+=A=+-18
“ETTE “ETTE 2000 1999
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22,607 10,771 - 63,816 32,823

11,566 5506 36,652 21,495
15,312 14,405 43,444 15,666

(3,229) (7512) . (5,925) 4,349
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TURNOVER BY PRODUCT RERIICERS
HK£000 B Telecommunications B
[ ] Computer Telephony ER4EFHEH
20,000
15,000
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E—F g5 E=% g

Proactive operates in the Asian telecommunications
and information technology industries under two principal
segments of business: Telecommunications and Computer
Telephony. Turnover of Telecommunications segment in
2000 rose by 119% amounted to HK$43.1 million (1999:
HK$19.6 million), representing approximately 68% (1999:
60%) of the Group’s turnover, while turnover of Computer
Telephony segment rose by 57% amounted to HK$20.7
million (1999: 13.2 million), representing 32% (1999:
40%) of the Group’s turnover.

Turnover of the Telecommunications segment
principally represents the sales of value-added
telecommunications solutions, professional services,
maintenance and rental charges to carriers. The major
product sales under the Telecommunications segment are
the sales of GlobalCall systems that is built on Lucent’s
Excel Switch. As a result of the market consolidation in
second half year, carriers’ spending decreased, orders for
telecommunications products decreased. On the other
hand, in order to avoid incurring substantial doubtful debts
from possible insolvent customers, the Group
implemented a more conservative sales policy. As such,
sales of telecommunications products decreased
substantially in the fourth quarter.

Turnover of the computer telephony represents the
sales of computer telephony solutions and related
professional services, accessories, maintenance and rental
charges to enterprise customers. Principal products include
IVR, call centre, CTIl, CRM systems riding on Nortel
Periphonics or Rockwell technologies, Proactive’s self-
developed computer telephony system — PowerVoice,
unified messaging systems and headsets.
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- Management’s Discussion and Analysis

TURNOVER BY ACTIVITIES

Supply, development
and system integration

Rental income from
leasing of equipment

Professional advisory and
maintenance services

 BEBRENSZERE

TURNOVER BY GEOGRAPHICAL
LOCATION

2000 1999
—EETHF —hLhhE
HK$’000 % HK$'000 %
B B
REERR
R R 56,360 88.3% 25,366 77.3%
RERASRA
3,280 5.1% 1,856 5.6%
EXZARREE
BRI 4,176 6.6% 5,601 17.1%
63,816 100% 32,823 100.0%
BHWEBDPZERAE

I Hong Kong &% 81.8%
I Singapore 0 2.8%
I Australia S 4.2%
| raiwan an 11.2%

Proactive began to expand its telecommunications and
computer telephony businesses towards the Asia Pacific
region in 1999. Revenue derived from regional offices in
the financial year ended 2000 accounted for
approximately 18.2% of the total turnover of the Group.
Hong Kong is still the major market, accounted for 81.8%
of the Group’s total turnover. The purchasing power in
Hong Kong is still very strong. The Group recorded 78.8%
annual growth in Hong Kong sales in 2000 as compared
with 52% annual growth in 1999. The PRC business
started making contributions to the Group sales in 2000,
however, since the PRC sales were principally conducted
through its associated company, Proactive Cyberspace
Company Limited, the revenue was not reflected in the
Group’s consolidated turnover.
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GROSS MARGIN

Gross profit (HK$'000) E& (F3%&x)
Gross margin % EH =

As a percentage of revenue, gross margin decreased to
57% from 65% in 1999. The decrease reflected the
Group’s pricing strategies to expedite its business
penetration into overseas markets, and incentives given to
existing customers to replace their existing systems by the
Group’s new products, which yield lower margins initially.

ADMINISTRATIVE EXPENSE

Administrative expenditures increased by 187% from
HK$15 million in 1999 to HK$43 million in 2000. As a
result of our rapid business expansion. The increase was in
line with our regional expansion and marketing plan. The
existing cost structure was set for further future expansion.
We see the increase in second and third quarter of 2000
was especially high, as the Group had moved its
headquarters to larger premises and had increased its
headcount during the period. Also the Group incurred
additional professional costs after Proactive became a
publicly listed company. Responding swiftly to the
consolidation in telecommunications and technology
market, the Group slowed down its expansion process
during the fourth quarter.

Salaries (including directors’ remuneration) accounted
for the largest portion of the administrative expenditures,
increased to HK$21.2 million in 2000, compared with
HK$7.3 million in 1999, which was in line with the
increase in the Group’s headcount, from 39 at the
beginning of the year to over 90 staff members as at the
year end. The management adopted a prudent accounting
approach and made (i) general provisions of HK$0.7
million for slow moving stocks and (ii) general provision of
HK$3.3 million for doubtful debts. The general provision of
stock represented approximately 10.0% of the balance of
the inventory, compared with 6.6% in 1999, mainly
provided for stock over one year. The general provision for
doubtful debts represented approximately 15.3% of the
total accounts receivable, compared with 17.7% in 1999.
On the other hand, the Group had incurred over HK$1.3
million of non-recurring expenses, including pre-operating
expenses for new overseas offices, office reallocation
expenses and staff recruitment expenses.
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- Management’s Discussion and Analysis

FINANCIAL CONDITION

HK$'000

FHET

Total assets BREE
Total liabilities BEE

Working capital EERS
Debt to equity ratio EEHEREER

On 18th May, 2000, Proactive Technology Holdings
Limited (“Proactive” or the “Company”) listed its shares on
the Growth Enterprise Market of the Stock Exchange of
Hong Kong Limited, by way of placing 46,400,000 new
shares, representing 20% of the enlarged issue share
capital, at an issue price of HK$1.38. The Group raised net
proceeds of approximately HK$52 million and had applied
approximately HK$13 million for the year ended 31st
December, 2000. (see USE OF PROCEEDS under REPORT
OF THE DIRECTORS)

Total assets as of 31st December, 2000 was HK$74.6
million, increased HK$52 million, or 230%, from 31st
December, 1999. The increase was primarily due to the
increase of HK$18 million cash, acquisitions of equipment
and fixed assets of HK$15 million, investment of HK$3.3
million in an associated company, Proactive CyberSpace
Company Limited, and an increase in inventory levels and
accounts receivables as a result of the increase in sales.

Total liabilities as of 31st December, 2000 were
HK$18.7 million, representing an increase of HK$5.8
million, or 45%, from 31st December, 1999. The increase
was primarily from the increase in trust receipt loans as a
result of an increase in purchases, an increase in receipts
in advance from customers as a result of an increase in
sales and an increase in accruals due to the increase in
administrative expenditures.

LIQUIDITY AND CAPITAL RESOURCES

Working capital, defined as current assets less current
liabilities as of 31st December, 2000 was HK$38.4 million,
increased HK$30.7 million from previous year, primarily
resulting from increases in cash, accounts receivables and
inventories. As at 31st December, 2000, the Group
maintained approximately HK$20.5 million facilities, of
which approximately HK$10.3 million was unused. As of
2nd March, 2001 (this annual report date), the Group had
not made any capital commitments.
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COMPARISON WITH SCHEDULED
OBJECTIVES

The Group has been following its future plans as stated
in the prospectus dated 10th May, 2000 (the
“Prospectus”) since its new listing on 18th May, 2000 and
the Directors foresee the Group will continue to
implement the following corporate strategies in the near
future:

e Product development and enhancement;

» Pursuit of technological alliances with existing and
new technological partners;

* Expansion in the Asia Pacific region; and

* Business diversification.

In 2000, the Group achieved all of the scheduled
achievements as set out in pages 74 to 75 of the
Prospectus, except the Group had not appointed overseas
agents for sales and marketing in the Philippines and had
not yet commenced joint development with PRC academic
institutions. On the other hand, the Group had already
developed and launched GlobalCall SCE tools, which was
ahead of the schedule.

The Group signed a memorandum of understanding
with Shanghai Jiao Tong University in February 2001,
undertaking to form a joint venture to jointly develop and
market telecom and computer telephony solutions in the
PRC. It is expected the joint venture will be formed and
started to commence in mid-2001.

Taking into account of the regional telecom market
environment and the business opportunities in Philippines,
the Group decided to take a more conservative approach
and therefore slowed down the business development
plan in Philippines.

In 2001, the Group will implement a more
conservative regional expansion plan. The progress of
setting up new regional offices in Asia Pacific will be
depending on the market situation. In order to minimize
the start-up costs, the Group will tend to appoint overseas
agents or to form partnership with overseas corporations
for sales and marketing in the region rather then setting up
its regional offices.
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Profile of Directors and Senior Management

EERke4dE

EXECUTIVE DIRECTORS

Mr. TSANG Chi Hin, Vincent, aged 42, is the
Chairman and the Chief Executive Officer of Proactive. He
is the co-founder of the Group and is responsible for
corporate strategic planning and management. Mr. Tsang
holds a bachelor degree in economics and a higher
certificate in electronic engineering with over 16 years of
experience in telecommunications and electronic
industries. Mr. Tsang started his marketing careers in 1984
and was a marketing engineer in National Semiconductor
Hong Kong Limited in 1985 responsible for regional
marketing. He then joined Hongkong Telecom as a
consultant in 1987 marketing data communication services
and his last position in Hongkong Telecom was Account
Director.

Mr. LAM Kim Chau, Derek, aged 39, is the
co-founder and the Chief Technology Officer of Proactive.
He is responsible for regional business development and
new technologies procurement. Mr. Lam is a chartered
electrical engineer in the United Kingdom, member of the
Hong Kong Computer Society, British Computer Society
and Institution of Electrical Engineers. He has over 17
years of experience in the telecommunications industry
and holds a masters degree in telecommunications from
the University of Essex. He has worked for Cathay Pacific
Airways as a communications engineer and Hongkong
Telecom as a consultant providing advisory services in data
and communication networking for enterprises in Hong
Kong.

Mr. LAU Kai Shun, Barry, aged 40, is the Chief
Operating Officer of Proactive. He joined Proactive in 1995
and is responsible for day-to-day general management and
business development of the Group in Hong Kong. Mr. Lau
holds a masters degree in business administration and a
higher diploma in production and industrial engineering.
He has over 10 years of experience in the
telecommunications and information technology industries.
Prior to joining Proactive, Mr. Lau worked as a corporate
sales account manager in Hongkong Telecom for over five
years.
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EXECUTIVE DIRECTORS (continued)

Mr. WONG Wai-Ho, aged 51, jointed Proactive in
August 1999 and is the Finance Director of Proactive, in
charge of the Group’s financial affairs. He is also Director
of Anco Computer (H.K.) Company Limited and Prospects
Investment Development (HK) Limited. Mr. Wong
graduated from The Chinese University of Hong Kong with
a bachelor degree majoring in accounting in 1971. Mr.
Wong has over 27 years experience, of which 14 years in
direct investment. He had been appointed by Jardine
Fleming as Associate Director, Kleinwort Benson as
Director and Advent International Corp. as Managing
Director. Prior to that, he has worked with the Hong Kong
Trade Development Council (HKTDC) responsible for the
promotion of Hong Kong’s external trade for 13 years. Mr.
Wong currently is a director of The Chinese History &
Culture Educational Foundation and a member of the
Board of Trustees, Chung Chi College, The Chinese
University of Hong Kong.

Mr. PONG Kam Wah, aged 40, is the Chief Software
Architect of Proactive. He joined Proactive in June 2000
and is responsible for product research and development
of the Group. Mr. Pong holds a masters degree in
electronic engineering and is a member of the Institution
of Electrical Engineers as well as a Chartered Professional
Engineer of the Institution of Engineers, Australia. He has
18 years of experience in the telecommunications industry,
including 7 years of experience in telecommunications
software development. Mr. Pong has worked in a number
of large telecommunications companies, including
Hongkong Telecom, Fujitsu, Alcatel and Hutchison
Telecom.

NON-EXECUTIVE DIRECTOR

Mr. CHOW Dah Jen, David, aged 40, was appointed
non-executive Director in August, 2000. Mr. Chow is
currently the Managing Director of Pacific Venture Group,
one of the largest venture capital firms in Taiwan. He is a
member of the American Bar Association and has
extensive experience in legal practices and venture capital
financing in both Taiwan and the US. He has worked with
Morgan, Lewis & Bockius and McCutchen, Doyle, Brown &
Enersen, and was appointed by Microtek International, Inc.,
a listed technology company in Taiwan, as general counsel.
Mr. Chow graduated from School of Law, Soochow
University, Taiwan and received his Masters degree in Law
at Harvard Law School.
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. Profile of Directors and Senior Management

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. YANG Zhenhan, aged 68, was appointed
independent non-executive Director in February 2000. Mr.
Yang is a machine-building specialist with over 30 years of
experience. For more than 10 years he had been a
director and chief engineer of a large machine-building
factory, employing over 10,000 staff. In addition, Mr. Yang
was Director of Foreign Economic Relations and Trade
Commission of Shanghai Municipality. In October 1985,
Mr. Yang established the South East Economic Information
Centre in Hong Kong, and was appointed as Vice
Chairman. Mr. Yang is currently the Chairman of a
consultancy company in Hong Kong.

Ms. WU Suk Ching, Annie, aged 52, was appointed
independent non-executive Director in February 2000. Ms.
Wu is an independent non-executive director of ING
Beijing Investment Company Limited, a Hong Kong publicly
listed company. She is also a member of the Chinese
People’s Political Consultative Committee, a member of
the Hong Kong Trade Development Council China Advisory
Subcommittee, Vice Chairman of the All China Federation
of Industry & Commerce, Vice Chairman of the Chinese
Foreign Enterprises Association and Chairman of the
Women Entrepreneurs Association in China. Ms. Wu holds a
bachelor degree in business administration from Armstrong
University.

Mr. Robert Brainin ISSENMAN, aged 51, was
appointed independent non-executive Director in February
2000. Mr. Issenman is currently the President and Chief
Executive Officer of Leader Auto Resources LAR Inc, the
Executive Vice President of the Invaplan group of
companies, and a member of the law firm Davies Ward
Phillips & Vineberg. He has held executive positions on a
number of professional organisations or bodies including
International Young Lawyers Association and was co-
founder and National President of the Hong Kong-Canada
Business Association and sits on several public and private
board of directors. Mr. Issenman is a barrister and solicitor
and holds a bachelor degree in Arts and a bachelor degree
in civil laws.
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SENIOR MANAGEMENT

Mr. LAl Kar Leung, Vincent, aged 32, is the
General Manager of Proactive. He joined the Group in
June 2000 and is responsible for the general management
in Hong Kong and provides support to the regional
operations. Mr. Lai graduated from the University of Hong
Kong in 1991 and started his career in the
telecommunications and networking industries by joining
Hong Kong Telecom. He moved to Shanghai in 1995
working for Ascom Timeplex in charge of Central China
sales. Prior to joining Proactive, Mr. Lai held regional and
global sales management positions with Telstra
Corporation and UUNET respectively.

Mr. KWAN Che Hang, Jason, aged 33, is the
Managing Director of Proactive CyberSpace Company
Limited (“PCS™), the joint venture of JOS China and
Proactive Group. He is one of the founder of PCS and is
responsible for PCS’s operation in China. Mr. Kwan
graduated in University of British Columbia, Canada, with a
bachelor degree in finance. He has over 7 years’
experience of marketing telecom equipment in the
enterprise market. Before establishing PCS in 2000, he has
worked with Jardine Matheson Group for over 9 years,
responsible for regional and China business development
and received a number of performance awards. His last
position with Jardine Group was General Manager of JOS
Shanghai. Mr. Kwan is also the Chief Representative of
Proactive Shanghai Representative Office.
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Report of the Directors

EEHETE

The Directors have the pleasure of presenting the first
annual report together with the audited financial
statements of Proactive Technology Holdings Limited (the
“Company”) and its subsidiaries (together the “Group”) for
the year ended 31st December, 2000.

GROUP REORGANISATION AND BASIS
OF PRESENTATION

The Company was incorporated in Bermuda on 25th
February, 2000 as an exempted company under the
Companies Act 1981 of Bermuda (as amended). On 3rd
May, 2000, the Company became the holding company of
the other companies comprising the Group pursuant to a
group reorganisation scheme which included exchanges of
shares in preparation for the listing of the Company’s
shares on The Growth Enterprise Market (“the GEM”) of
The Stock Exchange of Hong Kong Limited (“the Stock
Exchange”). The shares of the Company were listed on the
GEM of the Stock Exchange on 18th May, 2000.

Details of the group reorganisation scheme and the
basis of presentation of the financial statements are set
out in Note 1 to the accompanying financial statements.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its
subsidiaries are principally engaged in investment holding,
design, development and sale of value-added
telecommunication products and computer telephony
products in Hong Kong and other Asia regions.

An analysis of the Group’s turnover by product range
and by geographical location, together with their respective
contributions to loss after taxation for the year ended 31st
December, 2000 is as follows:

a. By product range

EHER

EHER

Telecommunications
Computer telephony
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a, HERRH

Loss

Turnover after taxation

gEHm BB S

HK$'000 HK$'000

FTERD FTERD
43,122 (4,004)
20,694 (1,921)
63,816 (5,925)




b. By geographical location*

Hong Kong 5%
Taiwan =
Singapore EwiliE
Australia L

*  Turnover by geographical location is determined on the
basis of the location of relevant activities.

No analysis of loss after taxation by geographical
location is presented as it is generally in line with the
distribution of turnover as set out above.

CUSTOMERS AND SUPPLIERS

For the year ended 31st December, 2000, the five
largest customers of the Group accounted for
approximately 34% of the Group’s total turnover and the
five largest suppliers of the Group accounted for
approximately 73% of the Group’s total purchases. The
largest customer of the Group accounted for approximately
10% of the Group’s total turnover while the largest
supplier accounted for approximately 54% of the Group’s
total purchases.

None of the directors, their associates, or any
shareholders (which, to the knowledge of the Directors,
owned more than 5% of the Company’s share capital) had
a beneficial interest in the Group’s five largest customers
and suppliers.

RESULTS AND APPROPRIATIONS

Details of the Group’s results for the year ended 31st
December, 2000 are set out in the consolidated income
statement on page 45 of this annual report.

The Directors do not recommend the payment of a
final dividend and recommend that the retained profit of
approximately HK$115,000 as at 31st December, 2000 be
carried forward.

EEHRES.

b. HHMESMH*

Turnover
gEHm
HK$'000
TERL

52,140
7,175
1,807
2,694

63,816

* BHBAMNEXERERER IR ERER
=

FEERERENRBESAHBRREEEER
BHH AACELF LBFELENEEEIF
MmE o

TEEFRRMUER

FEENTEBREFNGESEXBAFEE
TETTEREEN3M% REENTERAHE
BRBEAGTEERBABENII% RAEF
FEBEERLENION BAEEBEEAEER-F
BEFRBENSI% -

FEERFALOAEE  HBREAHEAR
R BEEEHFHN BEFLTASNRU LHRE
BEEELEIREFRURETRE TTEE -

RERBRRESE
AEERE-TTTFL-AST-BNEA
BARERESEANELRBE -

EEETERNEE_ERRF+=A=1+—
BENEFEREAPRE  TEBREHE-ZZ
BET-AST-BEHRBEFSHAL15000
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SHARE CAPITAL AND SHARE OPTIONS
Details of movements in share capital and share

options of the Company are set out in Notes 22 and 23,

respectively, to the accompanying financial statements.

RESERVES AND RETAINED PROFIT

Movements in reserves of the Group and the Company
during the year are set out in Note 24 to the accompanying
financial statements. Movements in retained profit of the
Group during the year are set out in the consolidated income
statement on page 45 of this annual report.

As at 31st December, 2000, the Company’s reserves
of approximately HK$7,632,000 (subject to provisions
under the Companies Act 1981 of Bermuda (as
amended)) were available for distribution to the
Company’s shareholders.

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed
shares up to date of this report.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the
Company’s Bye-laws and the laws in Bermuda.

SUBSIDIARIES AND ASSOCIATES
Particulars of the Company’s subsidiaries and

associates are set out in Notes 12 and 13 to the

accompanying financial statements.

MACHINERY AND EQUIPMENT

Details of movements in machinery and equipment
during the year are set out in Note 10 to the
accompanying financial statements.

BANK BORROWINGS

Particulars of bank borrowings as at 31st December,
2000 are set out in Note 19 to the accompanying financial
statements.

RETIREMENT PLANS
Details of the retirement plans are set out in Note 27
to the accompanying financial statements.
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CONNECTED TRANSACTIONS

The related party transactions disclosed in Note 3 to
the accompanying financial statements constituted
connected transactions under Chapter 20 of the Rules
Governing the Listing of Securities on the GEM of the
Stock Exchange (“the GEM Listing Rules”).

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors who held office during the year and up
to the date of this report are:

Executive directors

Mr. Tsang Chi Hin

Mr. Lam Kim Chau

Mr. Lau Kai Shun, Barry
Mr. Wong Wai Ho

Mr. Pong Kam Wah

(Appointed on 25th February, 2000)
(Appointed on 25th February, 2000)
(Appointed on 25th February, 2000)
(Appointed on 25th February, 2000)
(Appointed on 1st August, 2000)

Non-executive director
Mr. Chow Dah-jen, David (Appointed on 1st August, 2000)
Independent non-executive directors

Mr. Yang Zhenhan

Ms. Wu Suk Ching, Annie

Mr. Robert Brainin Issenman
Mr. Wong Yick Man, Francis

(Appointed on 28th February, 2000)
(Appointed on 28th February, 2000)
(Appointed on 28th February, 2000)
(Appointed on 28th February, 2000
and resigned on 13 October, 2000)

In accordance with the Bye-laws of the Company, Mr.
Lam Kim Chau, Mr. Lau Kai Shun, Barry, and Mr. Wong Wai
Ho will retire from office and, being eligible, offer
themselves for re-election.

Each of the executive directors of the Company has
entered into a service contract with the Company for an
initial term of three years commencing from 25th
February, 2000 in the cases of Mr. Tsang Chi Hin, Mr. Lam
Kim Chau, Mr. Lau Kai Shun, Barry, and Mr. Wong Wai Ho,
and for an initial term of two years commencing from 1st
August, 2000 in the case of Mr. Pong Kam Wah. The
service contracts shall continue thereafter until terminated

by either party giving the other not less than three months’

notice after the expiration of the said initial fixed term.

EEHRES.

MEX SR
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Each of the non-executive directors of the Company
has entered into a service contract with the Company for
an initial term of two years commencing from 28th
February, 2000 in the cases of Mr. Yang Zhenhan, Ms. Wu
Suk Ching, Annie and Mr. Robert Brainin Issenman, and 1st
August, 2000 in the case of Mr. Chow Dah-jen, David. The
service contracts shall continue thereafter until terminated
by either party giving the other not less than three months’
notice after the expiration of the said initial fixed term.

None of the directors being proposed for re-election at
the forthcoming Annual General Meeting has a service
contract with the Company or any of its subsidiaries which
is not determinable by the Group within one year without
payment of compensation other than statutory
compensation.

DIRECTORS’ INTERESTS IN SHARES

As at 31st December, 2000, the interests of the
Directors and their respective associates in the shares of
the Company and its associated corporations as recorded
in the register maintained under Section 29 of the
Securities (Disclosure of Interests) Ordinance (“SDI
Ordinance™) of the Company or which required, pursuant
to Rules 5.40 to 5.59 of the GEM Listing Rules, to be
notified to the Company and the Stock Exchange were as
follows:

BEEBTEECETQ2ATIREEN  BiR
ELE AWBEMERNEREENGNEA-ER
BE_A-HNHREK  BHHWEFE  BRERE
WENB-ZTRENA—BHK ABWE i
FEENBTUEN EZTHEFT—FALERILE -

RERROEEHANRRAFAETREET
WESBEFAQAHAEAMBARLBRTIN-—F
AREMAFLBEENBEBEaN (R-—BEEHE
) -

EFERMKOES

R-BBRTE+-A=+—-H BEQARE
B (HEER) KA (THEERFH D) £29%%F
BEvRuMmats EERHEESTG2HBALR
ELORAREBELARAFTZER IRBEEEBH
EXBHERAANAERRS TR TAERL
MHRA) E5 402559 KB EEHNEERRARKER
frefERMT :

Number of Shares of the Company

Personal Family
interests  interests
EsnA
Name of directors S BB BAEE ZREES
Mr. Tsang Chi Hin BEREE 52,415,466 -
Mr. Lam Kim Chau MBI E 52,415,466 -
Mr. Lau Kai Shun, Barry  ZIEiEEE 37,382,664 -
Mr. Wong Wai Ho EERLE 10,210,688 -

Other than disclosed above, as at 31st December,
2000, neither the Directors nor their associates, had any
interests in any securities of the Company or any of its
associated corporations as defined in the SDI Ordinance,
and neither the Directors nor any of their spouses or
children under the age of 18, had any right to subscribe
for the securities of the Company, or had exercised any
such right during the year.
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Corporate Other of shares
interest interest Total outstanding
5
AEEE HttE= HE Aok

— — 52,415,466 22.593%
— — 52,415,466 22.593%
— - 37,382,664 16.113%
— - 10,210,688 4.401%
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURE

The Company has adopted a share option scheme on
3rd May, 2000 (“Share Option Scheme”), pursuant to
which it may grant options to employees (including
executive directors) of the Group to subscribe for shares in
the Company. Pursuant to the Share Option Scheme,
options were granted on 30th June, 2000 to the executive
directors and other employees of the Group to subscribe
for an aggregate of 19,420,000 shares in the Company at
a price of HK$1.30 per share, during the option period
from 1st July, 2003 to 30th June, 2010. During the year,
as a result of the cessation of employment of 9 grantees,
1,950,000 share options granted to them on 30th June,
2000 lapsed. Details of the Share Option Scheme are set
out in Note 23 to the accompanying financial statements.

As at 31st December, 2000, the share options granted
to and held by the Directors of the Company are as
follows:

Subscription price per share

BREEAE

Mr. Tsang Chi Hin 2

Mr. Lam Kim Chau MBI EE
Mr. Lau Kai Shun, Barry  &lRELE
Mr. Wong Wai Ho S

Save as disclosed above, at no time during the year
was the Company or any or its subsidiaries a party to any
arrangements to enable any of the Company’s Directors or
members of its management to acquire benefits by means
of the acquisition of shares in, or debt securities (including
debentures) of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in Note 3 to the accompanying
financial statements, no contracts of significance in relation
to the Group’s business to which the Company or any of
its subsidiaries was a party and in which any of the
Company’s Directors or members of its management had
a material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year.

EEHRES.
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FLAR-EREEERA-HRA—AERE
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BFTEHES (BEUTES) URBFQAR
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Number of share options

FRTEER BREHE
HK$1.305& T 1,000,000
HK$1.305& T 1,000,000
HK$1.305& T 1,000,000
HK$1.305& T 1,000,000

4,000,000
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SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2000, according to the register
of substantial shareholders required to be maintained
under Section 16(1) of the SDI Ordinance, the Company
has been notified of the following interests, being 10% or
more of the issued capital of the Company:

Number of issued shares

Name BRR#SR BB
Mr. Tsang Chi Hin BEHLE
Mr. Lam Kim Chau Mgl Ak T &
Mr. Lau Kai Shun, Barry  S8IRE%EE

Save as disclosed above, the Company had no notice
of any interests to be recorded under Section 16(1) of the
SDI Ordinance as at 31st December, 2000.

SPONSOR’S INTEREST

As at 31st December, 2000, neither Pacific Challenge
Capital Limited (“Pacific Challenge™) nor its directors or
employees or associates, had any beneficial interest in the
Company’s share capital. Pursuant to the agreement dated
8th May, 2000 entered into between the Company and
Pacific Challenge, Pacific Challenge has received and will
receive a fee for acting as the Company’s retained sponsor
for the period from 18th May, 2000 to 31st December,
2002.

MANAGEMENT CONTRACTS

No contract concerning the management and
administration of the whole or any substantial part of the
business of the Company was entered into or existed
during the year.

AUDIT COMMITTEE

The Company established an audit committee on 3rd
May, 2000 and has formulated its written terms of
reference in compliance with Rules 5.23 to 5.25 of the
GEM Listing Rules. The primary duties of the audit
committee are to review the Company’s annual report and
accounts, half-yearly reports and quarterly reports and to
provide advice and comments thereon to the Board.
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The members of the audit committee, all being

EEHRES.

ERZEEHBUFRTESAR  FURF

(R==2EEFE+A+=H

independent non-executive directors, during the financial . EREEAHRESORLNEBRZEES:
year and up to the date of this report are as follows: :
Mr. Yang Zhenhan (Appointed as a member . BIRERE

and the chairman of the
audit committee on 13th
October, 2000)
Ms. Wu Suk Ching, Annie (Appointed as a member @R
of the audit committee
on 3rd May, 2000)
Mr. Wong Yick Man, Francis (Appointed as a member . B
and the chairman of the
audit committee on 3rd
May, 2000; Resigned on
13th October, 2000)

The audit committee has met three times since its . B
establishment.

EAE

REE

USE OF PROCEEDS CFARERE

The proceeds from the issue of new shares for the : EARARLTHEAMERGEENE NKRE
listing on the GEM of the Stock Exchange, after deduction . BB % - Fi8 5 EF A 552,000,000 % + £
of related expenses, amounted to approximately ISR EFEEAS52,0000008TH » 4
HK$52,000,000. Included in the above net proceeds of 09,000,000 T AR AEEN—REEARS
HK$52,000,000, approximately HK$9,000,000 was . BREEM43,000,0008 T W RE AR AR
planned to provide additional working capital of the Group. mE

The remaining net proceeds of approximately
HK$43,000,000 was planned and applied as follows:

BEZIRENZEEHRE
REE)

(R=—Z=FTZHFTA=HE
ZERERZEEERE)

(R=—Z=FTZHFTA=HE
ZERBHRZEERER
IE R-EETETA
= HE 1)

Amount
utilised up to
31st December, 2000

Establishment and expansion of the Group’s R RFRASEE =
Hong Kong and overseas offices EERBIBRER

Marketing activities of the Group’s products A& EER zm HHEE

including organising workshops and BIEASHEIEREMN
participating in trade exhibitions BERE®
Establishment and expansion of a BN EL . R IR T R % Al

research centre in Australia

Expansion of the research centre in HREBHZE PN
Hong Kong

HE-ZZEF

Original plan* +t=ZA=+—H
R & & EFEANEE
HK$'000 HK$'000
FER FER
11,000 8,071
15,000 1,364
7,000 160
10,000 3,428
43,000 13,023
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*  Amounts extracted from the Company’s prospectus dated
10th May, 2000 issued in connection with the listing of

the Company’s shares on the GEM of the Stock Exchange.

AUDITORS

The accompanying financial statements were audited
by Messrs. Arthur Andersen & Co. A resolution for the re-
appointment of Messrs. Arthur Andersen & Co as the
auditors for the ensuing year is to be proposed at the
forthcoming annual general meeting.

On behalf of the Board of Directors
TSANG CHI HIN
Chairman

Hong Kong, 2nd March, 2001
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Auditors’ Report:
T CEEE S

ARTHURANDERSEN

Arthur Andersen & Co

21st Floor, Edinburgh Tower
The Landmark

15 Queen’s Road Central
Hong Kong

Auditors’ Report to the Shareholders of
PROACTIVE TECHNOLOGY HOLDINGS
LIMITED

(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 45
to 81 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF
DIRECTORS AND AUDITORS

The company’s directors are responsible for the
preparation of financial statements which give a true and
fair view. In preparing financial statements which give a
true and fair view it is fundamental that appropriate
accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion,
based on our audit, on those statements and to report our
opinion to you.

BASIS OF OPINION

We conducted our audit in accordance with Statements
of Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes 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 of the group,
consistently applied and adequately disclosed.

ARTHURANDERSEN

ZEE R A
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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 of the
group as at 31st December, 2000 and of the loss and
cash flows of the group for the year then ended, and have
been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

ARTHUR ANDERSEN & CO
Certified Public Accountants

Hong Kong, 2nd March, 2001
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Consolidated Income Statement

e Bz

FOR THE YEAR ENDED 31ST DECEMBER, 2000 CBECREEET-A=ST-ALEE
(Expressed in Hong Kong dollars) . (BETIR)
2000 1999
$'000 $'000
Notes “ZETE —AhhE
& Tr T
Turnover EER 4 - 63,816 32,823
Cost of sales HEHA (27,164) (11,328)
Gross profit e 36,652 21,495
Other revenue Higw & 103 168
Distribution and selling expenses AERHEETN (679) (706)
General and administrative expenses —RRETHEZH . (42,765) (14,960)
(Loss) Profit from operations B (FE) B8A : (6,689) 5,997
Interest income FEBA : 1,684 233
Interest expense A& (1,055) (89)
Share of loss of associates ARBELTER . (26) (761)
(Loss) Profit before taxation FBi AT (5 8) B 5 : (6,086) 5,380
Taxation A 7 : 161 (1,031)
(Loss) Profit attributable R Ak (F ) B A 8 (5,925) 4,349

to shareholders

Retained profit, beginning of year EREH  £4 6,040 1,691
Retained profit, end of year ERER - EX . 115 6,040
(Loss) Earnings per share — Basic gk (ER) BR - EX 9 “HK (2.76) cents &4l HK 2.34 cents &4l
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ﬁConsoIidated Statement of

‘Recognised Gains and Losses
ERAUEBEBEAHER

FOR THE YEAR ENDED 31ST DECEMBER, 2000 CBECREEET-A=ST-ALEE
(Expressed in Hong Kong dollars) . (BETIR)
2000 1999
$'000 $'000
ZEEESF —AAhE
Tx Tx
Net loss not recognised RELEBRERD
in the consolidated BEER
income statement .
— translation adjustments - EXAE . 2) -
(Loss) Profit attributable BRRBEAE (548D R R c
to shareholders (5,925) 4,349

Total recognised (losses) gains HERZ (FE) KE (5,927) 4,349




Balance Sheets:
EESEE

AS AT 31ST DECEMBER, 2000 —EETEF+=-A=+—H
(Expressed in Hong Kong dollars) . (BETIR)
Consolidated Company
RE AR
2000 1999 2000
$'000 $'000 $'000
Notes —EEEE —AANE —EEEE
iz Fx T T
NON-CURRENT ASSETS FnBEE ]
Machinery and equipment EE&E 0 13,236 2,405 -
Development expenditures k= 11 1,376 - -
Investment in subsidiaries MELARRE 12 - - 43,519
Investment in associates HEQARRE 13 3,275 1 -
Total non-current assets FRBDEEMLE 17,887 2,406 43,519
CURRENT ASSETS RBHEE )
Inventories & 14 . 8,359 3,967 -
Trade receivables EWIRHK 15 - 17,372 4,727 -
Due from a related company EK—MEEARAKE 16.a . - 1,000 -
Prepayments, deposits and AMNRE - RER .
other current assets HitRBEE 17 2,902 769 4,214
Cash and bank deposits RERRITER 5 18,905 4,250 12,889
Pledged deposits EEARTER 18 9,217 5,500 -
Total current assets RBEERE 56,755 20,213 17,103
CURRENT LIABILITIES RBAR :
Short-term bank borrowings  ZER{TERK 19 . (9,039) (7,349) -
Trade payables EMERR : (2,098) (2,132) -
Accruals and other payables TAR#EARAMEMNK (5,207) (1,025) (655)
Due to a director EN—®ESEHE 16.b - - (29) -
Receipts in advance AW EE (1,650) (1,416) -
Finance lease obligations MEHEETEERNN
— current portion — REER1D 20 - (209) - -
Taxation payable Hie . (179) (631) -
Total current liabilities RBEEAE . (18,382) (12,582) (655)
Net current assets RBEEFRE 38,373 7,631 16,448
Total assets less current BERRDER 56,260 10,037 59,967
liabilities :

NON-CURRENT LIABILITIES FRBEE

Finance lease obligations MEHEETEERNN :
— non-current portion — FAEEAD 20 . (282) - -
Deferred taxation FELEHE 21 - - (269) -

Net assets REE : 55,978 9,768 59,967




: Balance Sheets

Consolidated Company
RE A H
2000 1999 2000
$'000 $'000 $'000
Notes —EEEE —AANE —EEEE
Y & T T T
Represented by:

SHARE CAPITAL B’ A& 22 : 23,200 1 23,200
RESERVES fit 24 . 32,663 3,727 37,721

RETAINED PROFIT RERA (EHR) )
(ACCUMULATED DEFICIT) o 115 6,040 (954)
55,978 9,768 59,967

Approved by the Board of Directors on 2nd March, 2001: EZSEWR-FT-—F=ZA-HEE:

TSANG CHI HIN LAM KIM CHAU
g s K
Chairman Director

£ B=



Consolidated

Cash Flow Statement:
2ABE BB R

FOR THE YEAR ENDED 31ST DECEMBER, 2000 BE-_ZETEF+-A=+—-HLEE

(Expressed in Hong Kong dollars) L (UBERR)
2000 1999
$'000 $'000
Notes —TETH —LARE
it & Tx Tx
NET CASH (OUTFLOW) INFLOW BETHEEZR S
FROM OPERATING ACTIVITIES GRE)RAFHE 25.a (15,591) 3,900
RETURNS ON INVESTMENTS AND BEEHKR
SERVICING OF FINANCE BER A
Interest received [ &ilB-= 1,684 233
Interest paid [EAREIB-= (1,055) (89)
629 144
TAXATION BE
Hong Kong profits tax paid BMEBREH (1,278) (921)
Hong Kong profits tax refund BEEEREH - 8
Overseas taxation paid B HE (16) -
(1,294) (913)
INVESTING ACTIVITIES REEH
Purchase of machinery NEETEERE
and equipment (15,004) (1,800)
Proceeds from disposal of HEREYERBNE
investment property - 1,260
Proceeds from disposal of HEEEEEMBNRE
machinery and equipment 12 -
Increase in development expenditures B & & A0 (1,376) -
Increase in investment in associates REEARREEM (3,300) -
Translation adjustments ER A% 15 -
(19,653) (540)
Net cash (outflow) inflow MEAMELEZ2RES (FH)
before financing RAFEE (35,909) 2,591
FINANCING MEZH 25.b
Issuance of shares BATRAD 64,032 -
Share issuance expenses BTROEA (11,903) -
New bank loan HEBRTER - 2,800
Repayment of bank loan HERTEN (1,321) -
Increase in due to a director EBMEN—EESHE - 29
Decrease in due to a director HOEN—|ESHE (29) (455)
New finance lease HEREES 583 -
Repayment of capital element of HEREHEETCERE
finance lease obligations ENRALEH (92) -
51,270 2,374
Increase in cash and cash equivalents HRE&ERRSZEEYWEM 15,361 4,965
CASH AND CASH EQUIVALENTS, FPRERASEEY
beginning of year 5,201 236
CASH AND CASH EQUIVALENTS, ERRERASEEY
end of year 25.d 20,562 5,201
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‘Notes to the Financial Statements
R T

(Amounts expressed in Hong Kong dollars unless
otherwise stated)

1.

50 -

GROUP REORGANISATION AND
BASIS OF PRESENTATION OF
FINANCIAL STATEMENTS

Proactive Technology Holdings Limited (the
“Company”) was incorporated in Bermuda on 25th
February, 2000 as an exempted company under the
Companies Act 1981 of Bermuda (as amended). Its
shares have been listed on the Growth Enterprise
Market (“the GEM”) of The Stock Exchange of Hong
Kong Limited (“the Stock Exchange”) since 18th May,
2000.

On 3rd May, 2000, the Company became the holding
company of the other companies comprising the
Group pursuant to a group reorganisation (“the
Reorganisation”) which included exchanges of shares.
The Reorganisation involved companies under
common control, and the Company and its
subsidiaries resulting from the Reorganisation are
regarded as a continuing group. Accordingly, the
Reorganisation has been accounted for on the basis
of merger accounting, under which the consolidated
financial statements have been prepared as if the
Company had been the holding company of the
other companies comprising the Group throughout
the year ended 31st December, 2000, rather than
from the date on which the Reorganisation was
completed. The comparative figures as at and for the
year ended 31st December, 1999 have been
presented on the same basis.

No balance sheet of the Company as at 31st
December, 1999 is presented as it was incorporated
subsequent to that date.

The Company is an investment holding company. Its
subsidiaries are principally engaged in investment
holding, design, development and sale of value-
added telecommunication products and computer
telephony products.

PRINCIPAL ACCOUNTING POLICIES

The financial statements have been prepared in
accordance with Statements of Standard Accounting
Practice issued by the Hong Kong Society of
Accountants, accounting principles generally accepted
in Hong Kong, the disclosure requirements of the
Hong Kong Companies Ordinance and the Rules

(RFZFER FESEIUBTHEMN)

LFERRERES

R-ZBRRF-_A=-t+HB A28 RER
RE-NWA-—F0RX (BER)EAFRES
MELAEHRLERQA - FARARGER
CEREFRATN\NBEREBHEXREN
EFRAA (MBI ARER(TARKRD) £

e

R-ZETZZFRA=R A0 RE—EE
EXERONVWEEREA ([EAD  r HAFEE
EHHMAT2ERAA - EAPRE—E
EEAF - FRARAEAMARNKEL
ACRAHESEE  Hit EAUSHES
EERTEEE Bl FEMBRREE
BEEAQAAREE-AANER-FEESF
T A=+ -BLESEEEMAMER AR
FEENHEMLANERAR  MFHEA
TR BREHE -

HRAQAR-AARE+ZRA=+—-B%
Ky AUEBERIEQAEE-NLALE
tZRA=t+—-BzEEEER-

FLANEREBEREER -FEEHETE
EBRERERAMEABERT B8R
HEREENERRENERER -

FTERHER

FERACKEERBEAEGHMAERATMERE
ANEsEXEARRE FREAREHE
AREB(DAKIIRERRSREMER



PRINCIPAL ACCOUNTING POLICIES

(continued)

Governing the Listing of Securities on the GEM of the
Stock Exchange (“the GEM Listing Rules”). Principal
accounting policies are summarised below:

a. Basis of measurement

The financial statements have been prepared on
the historical cost basis.

b. Basis of consolidation

The consolidated financial statements include
the accounts of the Company and its
subsidiaries (together “the Group”). The results
of subsidiaries acquired or disposed of during
the year are recorded from or to their effective
dates of acquisition or disposal. Significant intra-
group transactions and balances have been
eliminated on consolidation.

c. Subsidiaries

A subsidiary is a company in which the
Company holds, directly or indirectly, more than
50% of its issued voting share capital as a long-
term investment. In the Company’s financial
statements, investment in subsidiaries is stated
at cost less provision for any impairment in
value, while income from subsidiaries is
recorded to the extent of dividends received and
receivable.

d. Goodwill

Goodwill represents the difference between the
fair value of the consideration given and the
Group’s share of the aggregate fair values of the
identifiable net assets acquired. Positive goodwill
arises where the consideration given exceeds
the Group’s share of the aggregate fair values of
the identifiable net assets acquired and is
eliminated immediately against available
reserves. Negative goodwill arises where the
Group’s share of the aggregate fair values of the
identifiable net assets acquired exceeds the
consideration given and is credited directly to
reserves.

2.

%R E K

EFEEHBR &

DRAAEREF TR T AR R
EREE - FEERANIESHBREMLD
T

a. BEHEBEREE

FRARUNBEEHFTFEREREE -

b. HaEXE

FEREEEFAQCAREMBLAANK
R FEAKRBRLENHELAR A2
FAWRBILEEHBRAGEESRR
R TEEXCAMRERAEFERIRE
RERESE -

c. HELT

MEARANDFAQAAURBRERXEE
FEESF-¥ULERTAREEZ
BAzAR - REAQARA2HBHEER
R EAR R R ERETK
ABEEGAR MREMBLAZE
AUZECRBRERERBRELK -

d. @mg

BEARBcHFEAEEMKE 2T
SHEEFEATHEZZH HKE
RAEBRFEKB IS HEEFELT
BEMEENERBEERBESOR
HERHEMEE MRRKB2ISHEE
FELVHEEBKBREAFELENE
BEEBERIAGE -
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2. PRINCIPAL ACCOUNTING POLICIES

(continued)

e.

52

Associates

An associate is a company, not being a
subsidiary, in which the Group holds 20% or
more of its issued voting share capital as a long-
term investment and can exercise significant
influence over its management. In the
consolidated financial statements, investment in
associate is stated at the Group’s share of the
fair value of the separable net assets of the
associates at the time of acquisition, plus the
Group’s share of undistributed post-acquisition
profits/losses and reserves of the associates,
distributions received from the associates and
other necessary alterations in the Group’s
proportionate interest in the associates arising
from changes in the equity of the associates
that have not been included in the income
statement. In the Company’s financial
statements, investment in associates is stated at
cost less provision for any impairment in value,
while income from associates is recorded to the
extent of dividends received and receivable.

Turnover and revenue recognition

Turnover represents (i) the net invoiced value
for the supply, development and integration of
telecommunication and computer telephony
systems, after allowances for returns and
discounts; (ii) rental income from leasing of
telecommunication and computer telephony
equipment; and (iii) fees for consulting and
maintenance services.

Revenue is recognised when the outcome of a
transaction can be measured reliably and when
it is probable that the economic benefits
associated with the transaction will flow to the
Group. Revenue from the supply, development
and integration of telecommunication and
computer telephony systems is recognised when
the merchandise is delivered and the related
development and integration services are
completed. Rental income from leasing of
telecommunication and computer telephony
equipment is recognised on a straight-line basis
over the respective period of the leases.

2. ETEEHBE &

e. BWELT

BELADERMNBLRN  FEEN
RERAEABEH20%0HN LB BT
ERFEERS  YUHHEEBETHEEXR
HEN QR FEENESHMBRE
FoARERBEARCREADRERE
ERUBESFEZHEQRATIRE
EFEZATVEME MEAEEREH
ERRARBERIB BT HEERE
B CARELARRNIERAME
REZQARANERERMELREERR
RMRROEEE L AESNERE
HBAR - EFRQCAMBHRER - DB
ERARNREDERFEREARAR
EEFEAR MREBELAZBAR
REWEREREURERE-

f. BEERKGSWE

EEERAROMEE BHRERENEME
BRENASAEBIRBEERTNERS
ZBEFE (NHEEHEFAREAM
REz2HSBRA RNDEH®BZARSE
EREZBBRA -

BEIAXB 2EREATSETEME
BXBER2RENZEREERAEE
FFENER -HE MBREXREHE
HRBARKEZUERNZEEREXM
REERBRERRE EAE TR

R-HEEHERREAREFSHES



2. PRINCIPAL ACCOUNTING POLICIES

(continued)

f.

Turnover and revenue recognition
(continued)

Consulting and maintenance service fees are
recognised when the services are rendered.
Interest income is recognised on a time-
proportion basis on the principal outstanding
and at the rate applicable.

Advance payments received from customers
prior to delivery of merchandise and completion
of the related development and integration
services or rendering of other services are
recorded as receipts in advance.

Taxation

Individual companies within the Group provide
for profits tax on the basis of their profits for
financial reporting purposes, adjusted for income
and expense items which are not assessable or
deductible for profits tax purposes.

Deferred taxation is provided under the liability
method in respect of significant timing
differences between profit as computed for
taxation purposes and profit as stated in the
financial statements, except when it is
considered that no liability will arise in the
foreseeable future. Deferred tax assets are not
recognised unless the related benefits are
expected to crystallise in the foreseeable future.

Borrowing costs

Borrowing costs that are directly attributable to
the acquisition, construction or production of an
asset that takes a substantial period of time to
prepare for its intended use or sale are
capitalised as part of the cost of that asset. All
other borrowing costs are recognised as an
expense in the period in which they are
incurred.

Employee retirement benefits
The costs of employee retirement benefits are

recognised as an expense in the period in which
they are incurred.

%R E K

2. ETEEHBE &

f.

EXERBGWE (F)

BKAREBEEHEHNMERBEEREETRE
RoBHAREEBRERERANBRBEAK
BTFUEE - AERADREREES
ERERMNEZREMLHEERE -

EHRXNREEEERERRBERK
ARREMREREANAEEFERD 2H
BRARSRRKE -

REA

FEEARENLR 2AERESE  HUE
BRBERR2ENREERE  AHAE
mEBRART 2R AT T ANE 20X
HEETHERAHE -

BEERADREBEAEFTEARERT AR
HEUBRRFTBERNME 2ENGEZR
B ERRTERTRRERERZE
BATEEER - REFBAZRATRH
THEEERGUER  SREEHRESE
EMTEE -

EREF

HKE  ERALEEEMN-—HFEE-R
BROMEGTTAGHRMAZSAR
HEECEEMBEEELE 2EERS
BBEZREER S 2 —80 - FEH
HEENFAREASBEERTZLENE
Z—HEAR -

RIBH#RH

ETRABEAEARIRZB/ALES
EHMz—HEA -
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: Notes to the Financial Statements

2. PRINCIPAL ACCOUNTING POLICIES

(continued)

j.

54 -

Machinery and equipment and depreciation

Machinery and equipment are stated at cost less
accumulated depreciation. Major expenditures
on modifications and betterments of machinery
and equipment which will result in future
economic benefits are capitalised, while
expenditures on maintenance and repairs are
expensed when incurred. Depreciation is
provided on a straight-line basis to write off the
cost of each asset after considering its residual
value over its estimated useful life. The annual
rates of depreciation are as follows:

Furniture, fixtures and office equipment 20%
Computer equipment 30%
Motor vehicles 30%
Equipment on lease to customers 30%
Equipment for development 30%

The carrying amount of machinery and
equipment is assessed annually and when
factors indicating an impairment are present.
The Group determines the recoverable amount
of machinery and equipment by measuring
discounted future cash flows. If an impairment is
present, the machinery and equipment are
reported at the lower of carrying amount or
recoverable amount.

Gains and losses on disposal of machinery and
equipment are recognised in the income
statement based on the net disposal proceeds
less the carrying amount of the assets.

Fixed assets held under finance leases are
recorded and depreciated on the same basis as
described above.

Research and development expenditures

Research expenditures are written off as
incurred. Development expenditures are charged
against income in the period incurred except for
those incurred for specific projects where
recoverability can be foreseen with reasonable
assurance and comply with the following criteria:
(i) the product or process is clearly defined and

2. ETEEHBE &

i BEERERHE

EEBEENBEAARRSTEANR -
BERREEANZ cRERKERAEE
EzIEMXEER L MEBRER
EEBEEMSI Az NELERESR
XHAR - WMEDEREHREE 2GS
REH AZEHNGKEER  NE
BREMBEEE2HAHE - FIHEXRN

T
BRARBAERE 20%
BEMRAE 30%
EF 30%
HFEFzR#E 30%
RERAE 30%

EEEENREEREFREFTRE
AHEBERETHMG - AEEEB
FEEEENARERREREEEH
TRERHE - HEEELRRE A
BREEESTREHERENRES A
EEo

HEBRERE-RENRLERERE
FEBZAE2REEEREENER
IREERE -

AN BRNEE2ECEENLECE
RERERFE -

k. WIRAERHASRA

MEBATHBEREHE -BREAR
EEBRRATNR HESEHET
EEAUSERBIHRE  AFST
NERzBREARN : VEHERR
LETFEARAE MZERALE



2. PRINCIPAL ACCOUNTING POLICIES

(continued)

k.

Research and development expenditures
(continued)

the costs attributable to the product or process
can be separately identified and measured
reliably; (ii) the technical feasibility of the
product or process can be demonstrated; (iii)
the enterprise intends to produce and market, or
use, the product or process; (iv) the existence
of a market for the product or process or, if it is
to be used internally rather than sold, its
usefulness to the enterprise, can be
demonstrated; and (v) adequate resources exist,
or their availability can be demonstrated, to
complete the project and market or use the
product or process. Capitalised development
expenditures are amortised on a straight-line
basis over the period in which the related
products are expected to be sold, starting from
the commencement of sales.

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost is calculated using the
first-in, first-out method of costing and includes
costs of purchase and other costs incurred in
bringing the inventories to their present location
and condition. Net realisable value is based on
estimated selling prices in the ordinary course of
business, less further costs expected to be
incurred to completion and disposal. Provision is
made for obsolete, slow-moving or defective
items where appropriate.

When inventories are sold, the carrying amount
of those inventories is recognised as an expense
in the period in which the related revenue is
recognised. The amount of any write-down of
inventories to net realisable value and all losses
of inventories are recognised as an expense in
the period the write-down or loss occurs. The
amount of any reversal of any write-down of
inventories, arising from an increase in net
realisable value, is recognised as a reduction in
the amount of inventories recognised as an
expense in the period in which the reversal occurs.

%R E K

2. ETEEHBE &

k.

MREABRA (F)

THReEESFTEAUFMRAER
2 (NEFHERREEIF2HNT

T (NFRECEREERES (HE
RZEGRREETRF  (MEHFESR
HERAEEIF 2SN (HERE
BALEETFRAMABEAMEETH
et B E2HE MRWVARE
RHER AETERANEFZRER
AN ERNEET

F-BREZET . ZREABMBHESE
ERBEFRERREL 2HENERE
B

R

FELERARUSRFEMEDZE
BEAR - RARLERLEAT A
H HtEERBEAREFREINRE
WERREFEE 2HMEE - TRE
FELDNEFHEBERTMAGEHERE
HERBRGEEZE-SREBEES
H-RE FHEABRE2ERCHEEER
BT ELHEE -

FEELS  HEREEWRREESHEE
BEBEREAEz-ExXL FEMEZE
TRRFE2EAMBERFIEFER
EHRREAMEAERRENBZX
H- AFET2RFEEAMMEEE
EAFEMREE SRR EREHEG
R e FEXHPMRE -

- 55



: Notes to the Financial Statements

2. PRINCIPAL ACCOUNTING POLICIES

(continued)

m.

56 -

Leases

Finance leases represent those leases under
which substantially all the risks and rewards of
ownership of the leased assets are transferred
to the Group. Machinery and equipment held
under finance leases are initially recorded at the
present value of the minimum payments at the
inception of the leases, with equivalent liabilities
categorised as appropriate under current or non-
current liabilities. Interest expense, which
represents the difference between the minimum
payments at the inception of the finance leases
and the corresponding fair value of the assets
acquired, is allocated to accounting periods over
the period of the relevant leases to produce a
constant rate of charge on the outstanding
balances.

Operating leases represent those leases under
which substantially all the risks and rewards of
ownership of the leased assets remain with the
lessors. Rental payments under operating leases
are charged to the income statement on a
straight-line basis over the period of the relevant
leases.

Foreign currency translation

Individual companies within the Group maintain
their books and records in the primary
currencies of their respective operations
(“functional currencies™). In the accounts of the
individual subsidiaries, transactions in other
currencies during the year are translated into the
respective functional currencies at the applicable
rates of exchange prevailing at the time of the
transactions; monetary assets and liabilities
denominated in other currencies are translated
into the respective functional currencies at the
applicable rates of exchange in effect at the
balance sheet date. Exchange gains and losses
are dealt with in the income statements of the
individual companies.

2. ETEEHBE &

m. B

BREHEZNEENEERERE IR
PEEROGEEREFAEEHZEZN - &
BBRNBE2ECTEERDRENEN
B ZRENRBE2RENSESAR
MEBRBARBERIARDAFERY
BE -FEXHETINBEENZEE
NHREEEREBAcEE2ATVHEEZ
EZH REBEZNFHBASERE S
HE AERAEEEHR2MBEXLERS
BAEE -

REANEEEREREZABRRARE
FLEBMELEEAIARE2HN - &
EHNcHSREBARNERET A
BEE-

n. SWEH

FEEERELFANEAREERAZE
BEEBAR(URER] - ZFEUHR
HMERETZRBNEREH2ERAE
EHREOREAWHREY - UHMEWES
HrERAERAAREREAERGR
R cERERREREAUNREY
HHEMERTE 2R EREERAEER
RRERBE - ELB#ZWHAZED
AzERR -



2. PRINCIPAL ACCOUNTING POLICIES

(continued)

n. Foreign currency translation (continued)

The Group prepares consolidated financial
statements in Hong Kong dollars. For the
purpose of consolidation, income and expense
items of subsidiaries with functional currencies
other than Hong Kong dollars are translated into
Hong Kong dollars at the average applicable
exchange rates during the year; assets and
liabilities of subsidiaries with functional
currencies other than Hong Kong dollars are
translated into Hong Kong dollars at the
applicable rates of exchange in effect at the
balance sheet date. Exchange differences arising
from such translations are dealt with as
movements of cumulative translation adjustments.

3. RELATED PARTY TRANSACTIONS

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

The Group had the following significant transactions
with related parties:

%R E K

2. ETEEHBE &

n. ShEEE (R

FEENEBAGRRSHUBRER -Re
HIREE WELARMBEMUBET NI
WHRERTE . EERAGAREERASE
RERBHERERRERET W
BLAMBUBT AN 2 HRERHE
ZWARERAR RZFETHERS
Erdr UWEREFELEZELZR
FRRBERAEHELYEE -

3. FRBALXSR

E-FRRIEESMEENE-F  RE
ETMBRBEREREHE—FTREX
HENG DREREREBAL - HEFD
ELHEAREA-LHAR-—EXTE A
THRAREEBMAL -

FEBBETEBATH2EATIHERL
mr

2000 1999
$'000 $'000
Name of related party/ FEBALTRE/ —ETETH —LARE
Nature of transactions RXHME Tx Tx
Prospects Investment Development SHRERERN (F5)
(HK) Limited * BRAR*
— Accounting and secretarial fees paid —AEBEXMzEE
by the Group RHEREE 240 160
— Rental income received by the Group —Z&&EBEWRzESKA 45 30
— Interest income received by the Group —-H&A£BEHRRZAEKAN - 24 32

* Prospects Investment Development (HK) Limited is
beneficially owned by Mr. Wong Wai Ho, a director of
the Company. The accounting and secretarial services
provided by Prospects Investment Development (HK)
Limited were temporary to support the Company’s
listing and have been discontinued since the
Company’s listing on 18th May, 2000.

* LERARF (FR)ERAABFAFNES
ERRAEFNEEHT  LHREEB (B
B ERAFARHUEHRUERBEEHML
UAXBERRBR 2 LWTD - RERBRAZR
AR-SBEEIATNBLHWEARAHR
& -
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: Notes to the Financial Statements

3. RELATED PARTY TRANSACTIONS 3. FHABALEESR &)
(continued)
The amount due from a related company is ER—MEELARNENKRETEKT - R
unsecured and bears interest at Hong Kong prime : BUEBRREEANRMEZFRRFH (2
lending rate plus 2% per annum (see Note 16.a). RHzE16.a) »
The amount due to a director is unsecured, non- EN—RESHRELBER 25 HAR
interest bearing and without pre-determined . EEEBHR (2R HE16D) -

repayment terms (see Note 16.b).

4. TURNOVER AND REVENUE -4, BRERBR
Turnover and revenue consisted of: - BEERRBZ2AWNOT -
2000 1999
$'000 $'000
—ETETH —hWAh&E
T T
Telecommunications B . 43,122 19,649
Computer telephony BIEEF 20,694 13,174
Total turnover | 63,816 32,823
Interest income F B U A 1,684 233
Others Hi . 103 168
Total revenue FllE : 65,603 33,224
Analysis of turnover by geographical location* is as ’ EEERBEFIFEIHWT -
follows:
2000 1999
$'000 $'000
—ETETH —hWAh&E
T T
Hong Kong 5% . 52,140 29,153
Taiwan g ) 7,175 1,836
Australia L . 2,694 1,436
Singapore EwiliE 1,807 74
Mainland China FE At : = 324
63,816 32,823
* Turnover by geographical location is determined on the * BREBAGNEEERBRABERMER

basis of the location of the relevant activities. . BT -



(LOSS) PROFIT BEFORE TAXATION - 5.

(Loss) Profit before taxation was determined after

charging and crediting the following items:

%R E K

BRRA(ER)ZH

BREA (BR) S DNBRRFATIHERER
Bl

After charging:

Staff costs (including directors’ emoluments) ETRA(BEZEMNS).

Less: Amount included in research and
development expenditures

Research and development expenditures
Less: Amount capitalised

Operating lease rentals of premises
Interest expense
— bank borrowings wholly
repayable within five years
— finance lease
Provision for bad and doubtful debts
Provision for obsolete and
slow-moving inventories
Depreciation of machinery and equipment
— owned assets
— assets held under finance lease
Net loss on disposal of machinery
and equipment
Net exchange loss
Auditors’ remuneration

B BEENER
PEEAZH

MERMSEAR
WERLERASE

HEEFRE
Eb=Y:a 3
- AFAEERZ
RATE
- REAS
RIBIREE
RERFH
FEEAE
EEEEREEAR
- BEREZEE
- REAS
HEEEREZ
EEFE
ERBEFE
BEEHE

2000 1999
$000 $000
—EETTF —AAhE
Fx Fx
21,193 7,344
- (3,725) (1,028)
17,468 6,316
4,234 2,856
(1,376) -
2,858 2,856
3,434 1,096
1,018 89

37 _

3,299 114
653 279
2,520 1,244
146 -

242 -

326 26

688 100




: Notes to the Financial Statements

5. (LOSS) PROFIT BEFORE TAXATION 5. BMBRM(BH) 2 (a

(continued)

2000 1999
$'000 $'000
—EEEHF —AAhE
Tx Tx
After crediting: [Eh P
Rental income HE WA
— leasing of telecommunication and -~ HEEHMERR )
computer telephony equipment BIEEF 5 3,280 1,856
— leasing of premises - HEYE 103 168
Interest income REUTHRAE WA .
— bank deposits - RITEXK : 1,660 201
— a related company - —REHEEAT
(see Note 3) (2 R HTEE3) : 24 32
6. DIRECTORS’ AND SENIOR 6. EFRmEBEEARMS

EXECUTIVES’ EMOLUMENTS

o

EHFRAAEE2MERBENT

a. Details of emoluments paid/payable to directors
of the Company are:

2000 1999
$'000 $'000
—EETE —LARE
T T
Fees for executive directors HITEEHRS . 2,451 -
Fees for non-executive directors FHTEEHRS 221 -
Other emoluments for HITESHMHS
executive directors
— Salaries and allowances —EXFeRAMERY 1,868 1,456
— Housing benefits -EERRZE c 294 532
Other emoluments for FBTESHMBES )
non-executive directors o — —
4,834 1,988
No directors waived any emoluments during the A ETRERER  BEEEHETQT
year. No incentive payment for joining the . e -FR FEELEEARZENT
Group or compensation for loss of office was TAEZEEEEMBEREE LB 5

paid or payable to any director for the year. . BEE-



6. DIRECTORS’ AND SENIOR

EXECUTIVES’ EMOLUMENTS

(continued)

Analysis of directors’ emoluments by number of
directors and emolument ranges is as follows:

Executive directors HITES
— Nil to $1,000,000
Non-executive directors

— Nil to $1,000,000

FRTES

b.  Details of emoluments of the five highest paid
individuals (including directors and other
employees) are:

Directors’ fees Exle
Salaries and allowances

Housing benefits EEFz=
Bonuses A

All (1999: two) of the highest paid individuals
were directors of the Company, whose
emoluments have been included in Note 6.a
above.

During the year, no emoluments were paid to
the five highest paid individuals (including
directors and other employees) as inducement
to join or upon joining the Group or as
compensation for loss of office.

The emoluments of all of the five highest paid
individuals (including directors and other
employees) fall within the range of Nil to
$1,000,000.

— #& % $1,000,000

— #7%$1,000,000

%R E K

6. EFREREBRAANE o

HMENFTUATHEN 2EEAHN
T

2000 1999
—ERERHE —LANF
5 4

5 =

10 4

EXFE R LM

FEEINRSHFAR (BEEERA
fEB) TEMEFEOT ¢

2000 1999
$'000 $'000
—EERF —LANE
T T
2,451 —
1,868 2,621
294 442

— 23

4,613 3,086

FEEUBEHFAB(-AAAE W
FIHBYUTEES  HE2HSCHR
Hzx6.a-°

REFER ABRAIABESFAL
(BREERHEMES) XM U RS
HEHMAZEETRMAFREERFERE
BHEREE -

FUBEHFAT (BREEERAEMWES)
HElS &N FREZE1,000000% T8
HEEzA -
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7. TAXATION

Taxation consisted of:

Current taxation EHHRE
— Hong Kong profits tax - BERNEH
— Overseas income tax —EBE

7. B

— Special rebate by the Government of  — & &% 54T BB BUF

Hong Kong Special Administrative
Region

Deferred taxation EEFHE

The Company is exempted from taxation in Bermuda
until March 2016. Hong Kong profits tax has been
provided at the rate of 16% (1999: 16%) on the
estimated assessable profit arising in or derived from
Hong Kong. Overseas income tax has been provided
by subsidiaries, branch or representative offices
based on their estimated taxable profits at the rates
of taxation applicable in the respective jurisdictions in
which they operate.

(LOSS) PROFIT ATTRIBUTABLE TO
SHAREHOLDERS

During the year ended 31st December, 2000, the
consolidated loss attributable to shareholders
included a loss of approximately $954,000 dealt with
in the financial statements of the Company.

(LOSS) EARNINGS PER SHARE

The calculation of basic loss per share is based on
the consolidated loss attributable to shareholders of
approximately $5,925,000 (1999: profit of
approximately $4,349,000) and on the weighted
average number of 214,505,000 shares (1999:
185,600,000 shares) deemed to be in issue
throughout the year, on the assumption that the
Reorganisation (see Note 1) had been completed on
1st January, 2000. In determining the number of

BT ZHERIRR

REEAEE:
2000 1999
$000 $'000
—EETE —LARE
T T
- 960
108 18
= (®
108 970
(269) 61
(161) 1,031

FLAEREAMBRERFEEE-_F -~
FZRARILE -BEANGHEBERELAM
B ERTER ML 16%H R ETRE (—
AARE D 16%) - BIKEEAWBLRA 2
LDEEBNREERE ML BRBEN AR
EERE-EEREDN 2 ERARRETE
&

BREREMG(BR)RN

HE-ZZTE+-A=1+—-RLEE &
ERFELEEERCRALRQCTAZHER
REE ZEEHI54,0007T °

sSR(BR)EN

EREFERDUGERRELSERSHE
#%5925000 (— A NEF D BRH
4,349,000%) * RBRREMEIFANEEE
HER-ZERF-A-BRERZERTZ
FREHTEBERDZNETHEE R
214,505,0008% (— AL L5 © 185,600,000
R)stE - EHHCBRITRD 2 MEFHH



10.

%R E K

(LOSS) EARNINGS PER SHARE 9. ER(BR)EH (&)
(continued)
shares in issue, the 2,057,640 shares issued before N ERIREERCBIROGZA
the capitalisation issue and the capitalisation issue of 2,057,640 C BT R 1 %2 183,542,360k 1R
183,542,360 shares referred to in Note 22 were BESLETZROER—AANFE-A—
deemed to have been in issue on 1st January, 1999. HETT -
Diluted loss per share for the year ended 31st HAEEE-ZZTEF+=-BA=+—HLHF
December, 2000 is not presented because there EANZERUESCREZE  AUHE
were no dilutive potential ordinary shares in existence 2 SRAEEE -
during the year.
MACHINERY AND EQUIPMENT C10.BEEE
Movements in machinery and equipment (RE)ECEEZDNT :
(consolidated) were:
2000 1999
ZTETH -AWALE
Furniture,
fixtures and Equipment  Equipment
office  Computer Motor  on lease to for
equipment  equipment vehicles  customers  development Total Total
FHR BFEF
BAERE BHRE i 2 &fE FERE &t &t
$'000 $'000 $000 $'000 $'000 $000 $000
i i i i i i i
COoST B
Beginning of year &4 ) 847 2,052 531 1,497 - 4927 3127
Additions WE ) 4,662 2,719 967 3,737 2919 15,004 1,800
Disposal mEME (419) (1) (93) - (8) (521) -
Transferred to inventories ~ #EEZFE - (49) - (1,404) (106)  (1,559) -
Transfers Bz . - 88 - - (88) - -
Translation differences ERzE . ) (3) 7 - - (12) -
End of year EE : 5,088 4,806 1,398 3,830 2717 17,839 4927
ACCUMULATED Rithe
DEPRECIATION .
Beginning of year &4 : 433 1,444 346 299 - 2522 1,278
Provision for EEEE -
the year : 568 912 307 633 246 2,666 1,244
Disposal mEME - (174) - (93) - - (267) -
Transferred to inventories ~ #@EZFE - 9) - (298) (8) (315) -
Transfers BE - 2 - - (2) - -
Translation differences ERzE (1) (1) (1) - - 3) -
End of year EE ° 826 2,348 559 634 236 4,603 2522
NET BOOK VALUE EEFE
Beginning of year £4 . 414 608 185 1,198 - 2,405 1,849
End of year FE - 4262 2,458 839 3,196 2481 13236 2,405

Certain motor vehicles with a net book value of
approximately $688,000 (1999: Nil) were held under
finance lease.

FEERMBRNGEENETER Z2REF
fE# /688,000 (— A A NF - B) -
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11. DEVELOPMENT EXPENDITURES

12.

64 -

Movements of development expenditures
(consolidated) were:

Additions and balance, end of year

No amortisation was provided during the year as the

related sales have not yet commenced.

INVESTMENT IN SUBSIDIARIES

In the Company’s balance sheet, investment in

subsidiaries consists of:

Unlisted shares, at cost
Due from subsidiaries
Provision for impairment in value

The outstanding balances with the subsidiaries are
unsecured, non-interest bearing and not repayable
until the subsidiaries are financially capable to do so.

The underlying value of the investment in subsidiaries
is, in the opinion of the Company’s Directors, not less
than the carrying value as at 31st December, 2000.

FEREMEFEESR

F LMt - BEA
R EQRKE

M. ARER
(Fe)RBEARDOT -
2000 1999
$000 $000
—EREF —LANE
T T
1,376 -

AREFERARMBFEEEERNSEE M
FEARBETHS -

HELXRARE

EXLAzcBEERERA WELAARESR
fF

2000
$'000
—EREF

8,791
39,062
(4,334)

43,519

EEMBAR 2 RELRER  RHAANEBERE
FHRTEXRE  FRRARETERANBARE
MHEFRIEBERZAERMBEQAERN -

FLAEEERARENNBLORAZERE
EETIRE-RERE+-A=+—-82
FREE °



12. INVESTMENT IN SUBSIDIARIES

(continued)

Details of the subsidiaries as at 31st December,

2000 are:

Name

BT

Place and date of
incorporation/operations

Issued and fully
paid share capital

Percentage of
equity interest
attributable to
the Group
FEEEY
PR L 51

%R E K

12.MHEBLARE &)

R-EZEEF+-AZ+-BHNHWBLREA

Principal activities

CentreWorld Holding Limited

GlobalTek (HK) Limited
EHERERAA

Interworth, Inc.

Proactive e-Commerce
(Australia) Pty. Limited

Proactive Technology
(Asia) Pte Ltd

Proactive Technology
Limited

BRNEERAR

The shares of CentreWorld Holding Limited are held
directly by the Company. The shares of other
subsidiaries are held indirectly.

None of the subsidiaries had any loan capital in issue
at any time during the year ended 31st December,

2000.

FE R 2 4 262 B A EETRAERE
British Virgin Islands US$1,029
12th November, 1997 1029% 7%
ABRAEE
—hAhtE+-F+=H
Hong Kong HK$100,000
19th November, 1997 100,000 &
R
—hAhtE+-FtRE
British Virgin Islands US$100
23rd January, 1998 100% 7T
ABRAEE
- W ANE-E=+=H
Australia A$10
24th November, 1999 1087
B
“AMAAF+-A=+HEE
Singapore $G$100,000
17th March, 1999 100,000% 5t
03
—AARE=ZE++H
Hong Kong HK$1,000,000
14th January, 1992 1,000,0003# &
R
—AWA=f-FE+DOH

100%

100%

100%

100%

100%

Investment holding

REER

Inactive since incorporation
B R AL B R
R RARH

Investment holding

REER

Provision of
telecommunication
and computer
telephony solutions

RUERREMER
BALE

Provision of
telecommunication
and computer
telephony solutions

RUERREMER
BALE

Provision of
telecommunication
and computer
telephony solutions

RUERREMER
BALE

& CentreWorld Holding Limited gy fr E R 2 &
EARBEEMEE  HUKNEBLINRGY
BAARMERSE -

REZ-ZEEEET-_A=1+—-HLEER
HIHBARYERTEARERSE -
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13. INVESTMENT IN ASSOCIATES 13.HBLNRNRE
Investment in associates (consolidated) consists of: (RE)BELRARESE
2000 1999
$'000 $'000
—ETETH —LARE
T T
Unlisted shares, at cost FLWmRMD - REE 3,550 250
Less: Share of loss of H:oBEEATER °
associates (275) (249)
3,275 1
The underlying value of the investment in associates FARESERARRENBE LT 2ERE
is, in the opinion of the Company’s Directors, not less ERTIRE—ZEEF+-A=+T—-A2
than the carrying value as at 31st December, 2000. - fREE -
Details of the associates as at 31st December, 2000 - R-BBEFT-A=+—H ERANH
are: : %ﬂﬁﬁﬂﬁﬂT

Percentage of

equity
interest/voting
Place and date of Issued and fully capital attributable
Name incorporation/operations paid share capital to the Group Principal activities
REBEER
A8 HAMBvHYEES EETRAERE RELS FEXH
Interactive Media Hong Kong HK$500,000 50% In the process of being
Network Limited 23rd March, 1993 500,0005 Tt stricken off
EHERARK BE B
ERAA “AA=EF=F=t=8H
Proactive Cyberspace Hong Kong HK$6,900,000 33Y:% Provision of
Company Limited 26th April, 2000 6,900,000 7t telecommunication and
BEEHHE 54 computer telephony solutions
ERAH “EEEFEMA=TAH RHUBAREMESR
BALE
The shares of above associates are held indirectly by FRARARULBRELA 2 REAMERAS

the Company. : B



14.

15.

%R E K

INVENTORIES 14. 7R
Inventories (consolidated) consist of: FE (a8
2000 1999
$'000 $'000
—EETTF —AAhE
Fx Fx
Telecommunication and BEAREMER
computer telephony hardware products R : 9,291 4,246
Less: Provision for obsolete and o RERFEH .
slow-moving inventories FEEAE . (932) (279)
8,359 3,967
Certain of the Group’s inventories were held under FEEETHFENDEGREUBRTERTH
trust receipts bank loans (see Note 28). . (2 A28 T#E -
TRADE RECEIVABLES "15. B W IR &
Trade receivables (consolidated) consist of: ERER (Fe) 8
2000 1999
$'000 $'000
—EETTF —AAhE
Fx Fx
Accounts receivable EWIRHK 12,159 4,584
Retentions receivable IR B 3R 8,361 1,162
. 20,520 5,746
Less: Provision for bad and doubtful debts o RERESE . (3,148) (1,019)
17,372 4,727

- 67
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16. DUE FROM (TO) RELATED PARTIES

a.

68 -

Due from a related company

Details of the amount due from a related
company are:

16. Bl () MEAL
a. MBlR—MRELAFTHE

BREEBRARAXAFENT :

Outstanding Outstanding Maximum
balance at balance at balance outstanding
31st December, 2000 1st January, 2000 during the year
R-ZERE R-ZERE REER
TZA=t+—H#&% —R—B#% e
$'000 $'000 $'000
T T T
Prospects Investment Development
(HK) Limited*
EURAES (FB)ARAR" - 1,000 1,000

* Prospects Investment Development (HK) Limited
is beneficially owned by Mr. Wong Wai Ho, a
director of the Company.

The balance due from Prospects Investment
Development (HK) Limited arose from cash
advances to that company. The balance was
unsecured and bore interest at Hong Kong
prime lending rate plus 2% per annum.

Due to a director

Details of the amount due to a director are:

Mr. Tsang Chi Hin BEHLE

The outstanding balance due to a director arose
from cash advanced by the director, and was
unsecured, non-interest bearing and without
pre-determined repayment terms.

* RERARE (FR)ERAABEAA
ESEERTLEEHER -

BRE2EBREER (ER)BRAT LA
BIELtEARZLAZREEAR - &4
BRUBER  UREEAREEEEANE
2%z & R R WAL -

b. EBff—REXEHRE
BN -—SESHRFELOT :

Outstanding balance at Outstanding balance at

31st December, 2000 1st January, 2000
REBEESF REBEESF
tZA=t+—BiEt —B—B#&8%
$'000 $'000

T T

- 29

BN -—2EERAKRBELELRZES
ZREHEY BREXRRBER K2
EEFECHEMNER -
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17. PREPAYMENTS, DEPOSITS AND 7. WA RE  BERAMABE
OTHER CURRENT ASSETS . &
Prepayments, deposits and others current assets ANRE RERHEMEDEESE :
consist of: :
Consolidated Company
RE ENNE|
2000 1999 2000
—ETEF —hALE —ETTF
$'000 $'000 $'000
T T T
Dividend receivable ERRE = - 3,988
Tax recoverable AL ETEN 734 - -
Prepayments A HRE . 400 23 -
Rental and utility deposits HERAASE
RES ) 1,249 351 -
Others Hfl . 519 395 226
2,902 769 4,214
18. PLEDGED DEPOSITS 1. EENBITAER
As at 31st December, 2000, the Group’s bank REZBEEFE+=-A=+—8B " 25ERT
deposits of approximately $9,217,000 (1999: . FHHA9,217,000 (— A ANEF :
$5,500,000) were pledged as collateral of certain of 5,500,000%) ' EEFEREEBE TR
the Group’s banking facilities (see Note 28). . MEZER (S RHEE28) -

19. SHORT-TERM BANK BORROWINGS . 19. G H@BTHE R

Short-term bank borrowings (consolidated) consist of: EHRTER (RS 8

2000 1999
$'000 $'000
—EETTF —AAhE
Fx Fx
Bank overdrafts RTEX 2,182 1,198
Trust receipts bank loans SRR IR 1T B 3K ° 5,378 3,351
Short-term bank loan BHETER 1,479 2,800
9,039 7,349

Refer to Note 28 for details of the Group’s banking FEERTHREFEESRME28 -

facilities.
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20. FINANCE LEASE OBLIGATIONS C200.MEEHRAEREREMGRK

21

70 -

Details of finance lease obligations (consolidated),

net of future finance charges, are:

Repayable within a period
— not exceeding one year
— more than one year but not
exceeding two years

Less: Amounts repayable within
one year included under
current liabilities

. DEFERRED TAXATION

Movements of deferred taxation (consolidated) were:

Beginning of year
(Write-back of) Provision for
net timing differences

End of year

REASEEAEEMK (B FENT
(FEEXRRBMNSHER)
2000 1999
$'000 $'000
—2BEF —hhhsE
TR TR
AT 580 BR o FE 4 9 R 2R
- —#R : 209 -
- —EHRWER
282 -
491 -
W REEERDAS
—ERENSE
(209) -
282 -
21 BEERIE
BEBE (BS)BBNT
2000 1999
$'000 $'000
—2BEF —hhhsE
TR TR
F14 269 208
£ 1 (H8Y) 80 _
B RO RIS : (269) 61
FE : - 269




21. DEFERRED TAXATION (continued)

22.

As at 31st December, 1999, deferred taxation

represented the taxation affect of accelerated

depreciation of machinery and equipment for taxation
purposes. As at 31st December, 2000, deferred

taxation has not been provided in respect of the

following:

%R E K

Accelerated depreciation allowances
Tax losses
Other timing differences

SHARE CAPITAL

AUTHORISED (ordinary shares

of $0.10 each)
Upon incorporation of the Company (a)
Increase in authorised share capital (b)

End of year

ISSUED AND FULLY PAID (ordinary
shares of $0.10 each)
Issue of shares (a and c)
Issue of shares arising from the
Reorganisation (Note 1 and c)
Issue of shares through a
placing (d)
Capitalisation of share
premium (e)

End of year

21. R ER K ()
R—hWAWAE+=—A=+—B  BEHEE
EERRAEMSECEECMEREZBH
WE -R—ZTTEF+=-A=+-8 ' £&
ERFEBEGNELHEEENT ©

2000
$'000
—ETETH
T
EEBEZNERE 1,633
BB X (1,429)
HitpsER (628)
(424)
22. B &
2000
—ETTHF
Number of shares Nominal value
K5 HE H{E
'000 $'000
5 T
FEE (BREE
0.107T 2z fg 13)
R LB R E IR AN () 1,100 110
0 3% %€ Bt A (b) 998,900 99,890
FIRAE 1,000,000 100,000
ERETRAR (EREE
0.107t Z B 13)
BIIRE(RC) 1,029 103
HEAmMETZ
B3 (FeE1Rke) 1,029 103
ERAMEME
B 12 %47 (d) 46,400 4,640
BEAHEMERMETZ
B REREES() 183,542 18,354
FIRAE 232,000 23,200

- 71
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22.

23.

72 -

SHARE CAPITAL (continued)

Notes:

a. Upon incorporation, the Company had authorised
share capital of $110,000, divided into 1,100,000
shares of $0.10 each. On the same date, 1,028,820
shares were alloted and issued as nil paid.

b. On 3rd May, 2000, the Company’s authorised share
capital was increased from $110,000 to
$100,000,000, by the creation of an additional
998,900,000 shares ranking pari passu with the then
existing shares in all respects.

c. On 3rd May, 2000, as consideration for the acquisition
by the Company of the entire issued share capital of
CentreWorld Holding Limited (“CWHL") 1,028,820
shares of the Company, credited as fully paid, were
issued and alloted to the then shareholders of CWHL,
and the 1,028,820 shares previously issued as nil paid
(Note a) were credited as fully paid.

d. On 18th May, 2000, 46,400,000 shares of $0.10 each
were issued at $1.38 per share through a placing (“the
New Issue”), resulting in cash proceeds of
$64,032,000.

e. Immediately after the New Issue, share premium of
approximately $18,354,000 was capitalised for the
issuance of 183,542,360 shares of $0.10 each on pro-
rata basis to the Company’s shareholders before the
New Issue.

SHARE OPTIONS

The Company adopted a share option scheme on 3rd
May, 2000, pursuant to which it may grant options to
employees (including executive directors) of the
Group to subscribe for shares in the Company
subject to a maximum of 10% of the nominal value
of the issued share capital of the Company from time
to time, excluding for this purpose shares issued on
the exercise of options. The subscription price will be
determined by the Company’s Board of Directors, and
will not be less than the highest of: (a) the nominal
value of the shares; (b) the average of the closing
price of the shares quoted on the GEM of the Stock
Exchange on the five trading days immediately
preceding the date of offer of the options; or (c) the
closing price of the shares quoted on the GEM of the
Stock Exchange on the date of offer of the options,
which must be a business day as defined in the GEM
Listing Rules.

22,

23.

BE oz

fEE

REARMRIBY  ARARAZEERES
110,0007% * 4 %1,100,0008 F R E{E0.17T 2
B REA  RARHITT 1,028820 R A4
BRAH R -

BEAAAREAR-"SSSETA=ZHEB

ZREBR NAFIER998,900000KEFH
HERERPEZEARSEZZRE  #52

AlZERMRZH 110,000 # Z 100,000,000
T e

R-SSSETA=ZAXQAAKBERRE

[ & JE§ #£ ik & 7 CentreWorld Holding Limited
(TCWHLD 2 HBERTREANERRE &4
A #1,028 820 B RBEARINFERE 2
BE BREFABRBRBTFERCWHLMRR
REARMERERBIT 21,028 8208 RAMK
REBEGDEAEARIGRE 2RE (M

a) °

R-SSSETATNR R2TEEBREH
BRAXUSRIIBTZEEAARATRT
HSREEO0.107 Z it 46,400,000/ ([H &
Fwl) FBEEE#64,032,000% ©

REBENRAE - 418,354,000 2 BB E
BEEBRAR  UERZARARRRBEN
BE 2 BREARTEREHEOL10T 2 KRB
183,542,360f -

B R R

R-BTZZFRA=R XA 0EHT &
RRESNE - REERHD  FORESE
TUBETRNEREFALAAEEANBEAQR
WES  BRUTES RBARARE-R
BRAERSUELAQAZPCRTREN
10% - RBETHERRESEIANERE
B REAFLAEEEHERE Q5L
ERAGERUATEETINESE - QRAE
HE OZERFERRERTFANAEE
EXENTHRTE mEBRTEAMNSR
RIFBRERFTBERE  RCOFHEEBFER
REEZTER(KAREER)NERHE
MEBBTHEHANBIAERRAAZTSH



23. SHARE OPTIONS (continued)

Pursuant to the Share Option Scheme, options were
granted on 30th June, 2000 to the executive
directors and other employees of the Group to
subscribe for an aggregate of 19,420,000 shares in
the Company at a price of $1.30 per share,
exercisable during the period from 1st July, 2003 to

%R E K

23. 2R E (s

R-ZEZEFARE=+H FARRERR
FEH 3 53£4819,420,0008 W EBRES B
BMPFEQARAETEERES  BRENHTT
FHRE-_SE=F+tA-—HAE-F—Ff
AB=+HTHEEERE130T - REE

M HRETHEERESNERET  B&RT

30th June, 2010. 1,950,000 of these options lapsed - 851,950,000 P& 17 A9 52 AR AE A ML T 300E 8

in connection with the cessation of employment of
certain employees.

Movements of employee share options during the
year ended 31st December, 2000 were:

Subscription

price per

Date of grant Exercise period share
&R

BEFEH TRER  TRER
30th June, 2000 1st July, 2003 to 30th June, 2010 $1.30
—2EREAZTH “2E=EtJ-pE 1307

“E-RERASTH

K3 o

BE-ZZZE+-RA=+—-HILEFER "
EEZREN2BHOT -

Number of share options

AREHE

Granted Lapsed  Exercised

Beginning of  during the during the  during the
year year year year  End of year

EEm

EOAfTRE EEPET WE#XR £ETE  EERGR
%8 %8 %8 fTR#E %8
$000 $000 $000 $'000 $'000
Tn Tn Tn Tn Tn
= 19,420 (1,950) = 17,470
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24. RESERVES 24. & %
Movements in reserves were: EEEDBEROT :
2000 1999
—ETEEF -AWALE
Cumulative
Share Capital Contributed  translation
premium reserve  surplus (b) adjustments Total Total
BABH BBER
BEE  ERHEE (b) HE @5 @5
$'000 $'000 $'000 $'000 $'000 $'000
i i i i i i
CONSOLIDATED )
Beginning of year (a) F0#%0) - 3,727 - - 3,727 3,727
Premium on issue of BOROE
ordinary shares 2R
(Note 22) (F3£22) . 59,392 - - - 59,392 =
Share issuance BORH
expenses EA o (11,903) - - - (11,903) =
Capitalisation of MR 41 i B
share premium BEEX .
(Note 22) (H3£22) . (18354) - - - (18354) -
Effect of the REAMESE
Reorganisation (b) :oEZ ) - (197) - - (197) =
Translation adjustments ~ EXFHE ° - - - 2) ) -
End of year FEAS © 29135 3,530 - ) 32,663 3,727
COMPANY LN _
Beginning of year FAES . - - - - - -
Premium on issue of BOROE ’
ordinary shares 2R c
(Note 22) (Fff 3 22) 59,392 - - - 59,392 -
Share issuance expenses H{TRUKER . (11,903) - - - (11,903) -
Capitalisation of MR 41 i B ’
share premium BEEX .
(Note 22) (H3£22) © (18354) - - - (18354) -
Effect of the REAMESE
Reorganisation (b) :oEZ ) : - - 8,586 - 8,586 =

End of year FEAS T 29135 - 8,586 - 37,721 -




24. RESERVES (continued)

Notes:

a. Capital reserve (consolidated) at the beginning of the
year represents the negative goodwill arising from the
acquisition of Proactive Technology Limited, a wholly-
owned subsidiary, by CentreWorld Holding Limited,
another wholly-owned subsidiary, on 26th January,
1998.

b. Capital reserve represents the difference between the
nominal value of the ordinary shares issued by the
Company and the aggregate of the share capital and
share premium of a subsidiary acquired through an
exchange of shares pursuant to the Reorganisation.
Contributed surplus represents the difference between
the nominal value of the ordinary shares issued by the
Company and the net asset value of a subsidiary
acquired through an exchange of shares pursuant to
the Reorganisation.

Under the Companies Act 1981 of Bermuda (as
amended), contributed surplus is distributable to
shareholders, subject to the condition that the
Company cannot declare or pay a dividend, or make
a distribution out of contributed surplus if (i) it is, or
would after the payment be, unable to pay its
liabilities as they become due, or (ii) the realisable
value of its assets would thereby be less than the
aggregate of its liabilities and its issued share capital
and share premium account.

The Company’s reserves as at 31st December, 2000
available for distribution to shareholders are
approximately $7,632,000.

24,

%R E K

#R® o
BfEE

a. ENBELREE BR)ARR-AANE—A=
+7RB BREAARNZEMEAR
CentreWorld Holding Limited 7£ U B 35 B 25 2
ANE —R2EMEARERRNEARAR
HAEENEHHEE -

b. EBEXHFEEEAEEASRNARFABRITNR
AHEAFRURENEARANRIEERR
PHREAEWMECANER - RABRIEE
EAMBBE-HMEAR - EERERAR &2
BREMRT2ARRARAEELEZE
5 o

REBRE-AN-—FOREREEBE)
BABBRITHIIRTFRR ENMREAAE
ERHEXAREARAABBRELD KE
WFR2ATRAEFEINEETEXAD
HER A(HREENTREEEREAMT
SREARRACBRITRIRRARMERS
WEHEE  AEQAFTTFEE BN E
W XMHHDIK -

R-ZTZE+-A=+—-0 " EQAFAHT
MKBEFRERNMEEN7632,0007T °
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25. NOTES TO THE CONSOLIDATED 5. BFEBaNBEME
CASH FLOW STATEMENT
a. Reconciliation of (loss) profit before a. BRRAM(BHR BIRERZDEEZY
taxation to net cash (outflow) inflow from S(RH)RASEZAG :
operating activities:
2000 1999
$'000 $'000
ZETER —-hANE
T T
(Loss) Profit before taxation BB A0 (A5 4) R A (6,086) 5,380
Interest income RS (1,684) (233)
Interest expense FIE 52 H 1,055 89
Share of loss of associates THBEELAER 26 761
Depreciation of machinery EEEENE
and equipment 2,666 1,244
Net loss on disposal of HE/ MEEEEEZ
machinery and equipment EREH 242 -
Increase in inventories FEEN (3,148) (2,984)
Increase in trade receivables R E M (12,645) (434)
Increase in prepayments, deposits and ANHE - R RHM
other current assets RBEEEN (1,399) (1,177)
Decrease (Increase) in due from a ER-MEERRRERS
related company (4m) 1,000 (1,001)
(Decrease) Increase in trade payables EARHCHA) 80 (34) 1,279
Increase in accruals and other payables ARGARHMESFTEN 4,182 475
Increase in receipts in advance HARHEEN 234 501
Net cash (outflow) inflow from REZYEL 2R S
operating activities (RE)RAZE (15,591) 3,900




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

b. Analysis of changes in financing is as

follows:

Share capital

%R E K

b. FHREHZHHMT :

Bank loans

RiTEE
$'000
r

5. BEREREREME

Total

&3
$000

and share
premium
B&
$'000
i
As at 1st January, 1999 R-AAhE-F-BEH 1
New bank loans HERITEHR -
Repayments BEEN-AESHE -
Increase in due to a director ~ Eff—HESHERMN =
As at 31st December, 1999  R-AAAET=A
St-RAH 1
Issue of shares through a ERRERTRG
placing (Note 22) (HrzE22) 64,032
Shares issuance expenses BTROER (11,903)
Issue of shares and REESERET
share exchange upon the B R XE R
Reorganisation (Note 22) (HrzE22) 206
Effect of the Reorganisation ~ EEAMELHE (1)
Repayment of bank loans BERTHH -
Decrease in due to BEEM-4
a director =EL ] -
New finance lease HERERE -
Repayment of capital BEREHEER
element of finance lease BEEMHTS B
obligations -
As at 31st December, 2000 ~ R=2EBET=]
St-RAH 52,335

1,479

Duetoa  Finance lease
director obligations
Efft—% REHE
ESHE BEEEMH
$000 $000
T T
455 -
(455) =
29 -

29 -

(29) =

- 583
= (92)

- 491

456

2,800
(455)

29

2,830

64,032

(11,903)

206
1)
(1321)
(29)
583

(92)

54,305
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25.NOTES TO THE CONSOLIDATED
CASH FLOW STATEMENT (continued)

C.

78 -

Major non-cash transactions

During the year, an aggregate of 2,057,640
ordinary shares of $0.10 each were issued and
credited as fully paid in exchange for the entire
issued share capital of CentreWorld Holding
Limited (see Note 22).

In addition, share premium of approximately
$18,354,000 was capitalised for the issuance of
183,540,000 shares of $0.10 each (see Note
22).

During the year, certain machinery and
equipment with a net book value of
approximately $1,244,000 were transferred to
inventories.

Analysis of cash and cash equivalents:

Cash and bank deposits RERRITER
Pledged deposits HERRITER
Bank overdrafts RTEX

Trust receipts bank loans SRR IR 1T B 3K

5. SR REBEEME o

c. TRFHRLXH

REFER » 552,057,640 5 K010
THRBRBZBROIEROEARIFEER
2 813+ 4 B T #CentreWorld Holding
Limited % 0 ®y B BA 18 (2 R W EE22) -

EHE-ZTEEFE+-A=+—-BLEHE
EH 18354000 B AREEAE
<+ BU{ER47183,540,000/ 5 0.107%
MR (2 REEE22) -

REFER B fREFEN
1244000 HECREERMEBELFER

a

d. BReRR&¥EBHZIH:

2000 1999
$'000 $'000
—ETETH —AANE
T T
18,905 4,250
9,217 5,500

(2,182) (1,198)

(5,378) (3,351)
20,562 5,201




26. COMMITMENTS AND CONTINGENT
LIABILITIES

As at 31st December, 2000, the Group had the
following significant commitments and contingent
liabilities which were not provided for in the financial
statements:

a. Operating lease commitments

The Group had operating lease commitments in
respect of premises under various non-
cancellable operating lease agreements. The
commitments payable under these agreements
are analysed as follows:

%R E K

26 RERBRRAR

R=BTZFE+=-A=+—-0  T&EEEMN
THIREEMXARERODRBEEGHAE
REREE:

a.

Ex@AnKIE

FEERBESATEARANE LT TR
EXHANGETRETEEANRE - Rig
FRAARAMEE N EMRERS i
T

Amounts payable within a period of RTFHRzENEE

— within one year - — %R
— between one and two years - —FEEWER
— between two and five years - ZHEZIER

The commitments payable within the next
twelve months are analysed as follows:

Leases expiring within a period RTHIER W 2 A
- not exceeding one year - — %R
— within two years to five years — —F#ZEEFR

Consolidated Company
e ELH
2000 1999 2000
“EREF —LAhE “EREF
$'000 $'000 $'000
T T T
3,806 1,063 -
3322 92 -
308 - -
7,436 1,155 -
MEPRART+-BARN2AEED
T -
Consolidated Company
e ELH
2000 1999 2000
“EREF —LAhE “EREF
$'000 $'000 $'000
T T T
304 967 -
3,502 96 -
3,806 1,063 -
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26. COMMITMENTS AND CONTINGENT
LIABILITIES (continued)

b. Contingent liabilities

Guarantees provided to banks ~ ARRAHARE 2
for banking facilities granted WERRAZRTHREM
to subsidiaries Lz ARER
Shipping guarantees AERZEEER

27.RETIREMENT PLANS

The Group maintains various retirement schemes for
its employees. The retirement schemes for non-Hong
Kong employees are defined contribution schemes,
with contributions to the schemes determined by
reference to employees’ salaries and length of service
ranging from 8% to 20% for employees and 8% to
25.5% for the employer. The Group’s Hong Kong
employees are covered by the new mandatory
provident fund, which is managed by an independent
trustee. The Group and its Hong Kong employees
each makes monthly contributions to the scheme at
5% of the employees’ cash income with the
maximum contribution by each of the Group and the
employees limited to $1,000 per month.

During the year, the aggregate contributions made by
the Group to the retirement schemes were
approximately $197,000 (1999: $19,000).

80 -

26 RERBRAE (&)

b. HRHAM:
Consolidated Company
e ELH
2000 1999 2000
“EREF —LAhE “EREF
$'000 $'000 $'000
T T T
- - 21,800
1,484 816 -
1,484 816 21,800

27. B ¢ & ¥ & &

FEEAHEERYTRANEKRERTE -
REBHMEEMBHERTEAMS - ££H
B2 REEEHEAERBREFEHELEEHR
HoEEEARTFSNSNE20%EHMER T
FEEAEAREEFSHNBNE255%F HMHE
R-FTEEREREERERYBESH
2 AEEREESAHSEREFEAR
B 5% fEHHsk - 38 LR A 1,000 © &%
EHACERERAEE BRI HESE -

HE-ZZTE+-A=1+—-RBLEE XK
EEzEEHIESEH197,000 (A AN
£ :19,0007) -



28. BANKING FACILITIES AND PLEDGE
OF ASSETS

As at 31st December, 2000, the Group had
aggregate banking facilities of approximately
$20,479,000 (1999: $10,500,000) from several
banks for overdrafts, loans, and trade financing.
Unused facilities as at the same date amounted to
approximately $10,298,000 (1999: $2,197,000).
These facilities were secured by:

a. pledges of the Group’s bank deposits of
approximately $9,217,000 (see Note 18);

b.  the Group’s inventories held under trust receipts
bank loan arrangements (see Note 14); and

c.  aguarantee from the Government of the Hong
Kong Special Administrative Region for an
amount up to $1,960,000, representing 70% of
the facilities granted under a Special Finance
Scheme for Small and Medium Enterprises.

28.

%R E K

RITHAREEEN

RZEZEEF+-AZ+-8B  F5EEF

RITAMELEN20,479,000 (— A SE :

10,500,000%) » BfFEX - ERRERF
BE-FH MRERzBREEASR
10,298,000 % (— AL L L& © 2,197,000
T) o LEBEATHHEFER -

a. BEPEAEERTHERA217,000% T
(2 RHeE18) ;

b. ZEFLEEHRBERTERZETSE
FzRE(2RKH1Y R

c. AEBHITHRERREHSERS
£1,960,000T 2 &R - ZBERER
REFPAGERIBETZAFTHEL
& Z70% -
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‘Notice of Annual General Meeting

BRREFREES

NOTICE IS HEREBY GIVEN THAT the first Annual
General Meeting of shareholders of Proactive Technology
Holdings Limited (the “Company”) will be held at 14th
Floor, Wing On House, 71 Des Voeux Road Central, Hong
Kong on Thursday, 26th April, 2001 at 3:00 p.m. for the
following purposes:

1. To receive and consider the audited financial
statements and the reports of the Directors and
auditors of the Company and its subsidiaries for
the year ended 31st December, 2000;

2. To re-elect the retiring Directors and authorise the
board of Directors to fix the Directors’
remuneration;

3. To re-appoint auditors and authorise the board of
Directors to fix their remuneration; and

As special business, to consider and, if thought fit, pass
the following resolutions (“Resolutions”) as ordinary
resolutions:

4. THAT:

(a) subject to paragraph (b) and (c) of this
Resolution, the exercise by the Directors during
the Relevant Period (as hereinafter defined) of
all the powers of the Company to repurchase
its issued shares, subject to and in accordance
with all applicable laws and rules and
requirements of the Rules Governing the Listing
of Securities on the Growth Enterprise Market
on The Stock Exchange of Hong Kong Limited,
as amended from time to time, be and the
same is hereby generally and unconditionally
approved;

(b) the approval in paragraph (a) of this Resolution
shall be in addition to any other authorisation
given to the Directors and shall authorise the
Directors on behalf of the Company during the
Relevant Period to procure the Company to
repurchase its issued shares at a price
determined by the Directors;
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(c) the aggregate nominal amount of the issued
shares of the Company which may be
repurchased by the Company pursuant to the
approval in paragraph (a) of this Resolution
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
said approval of this Resolution shall be limited
accordingly; and

(d) for the purpose 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;

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

5. To transact any other business.

By Order of the Board
Tsang Chi Hin
Chairman

Hong Kong, 21st March, 2001

Principal Office:

14th Floor, Wing On House
71 Des Voeux Road Central
Hong Kong
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. Notice of Annual General Meeting

Notes:

A shareholder entitled to attend and vote at the meeting is
entitled to appoint a person or persons as his proxy or proxies
to attend and, on a poll, vote instead of him. A proxy need not
be a shareholder of the Company.

To be valid, a form of proxy must be completed and returned
to the Head Office and Principal Place of Business of the
Company as soon as possible and in any event not less than
48 hours before the time appointed for holding the meeting
and in default thereof the form of proxy shall not be treated
as valid. No instrument appointing a proxy shall be valid after
the expiry of 12 months from the date named in it as at the
date of its execution.

Delivery of an instrument appointing a proxy shall not preclude
a shareholder from attending and voting in person at the
meeting and in such event, the instrument appointing a proxy
shall be deemed to be revoked.

In relation to proposed Resolution numbered 4 above, the
Directors wish to state that they have no present intention to
repurchase any of its issued shares pursuant to the relevant
mandate but consider that the mandate will provide the
Company the flexibility to make such repurchase when
appropriate and beneficial to the Company.

An explanatory statement containing the information necessary
to enable the shareholders of the Company 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 Market of The Stock Exchange of Hong
Kong Limited will be included in the accompanying circular
and will be despatched to shareholders together with the
2000 Annual Report.

RERERIREBERERRALRR  TER-4R
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Headquarters

FERLT

Proactive Technology Holdings Limited
14/F., Wing On House,

No. 71 Des Voeux Road Central, Hong Kong
ERHEEERRRAE
BEMREHENTIRKTEFRNELIRE

Tel No. &% : (852) 2259-7300

Fax No. 2 E : (852) 2598-8290

Beijing Representative Office
TRAXBER

1704A Van Tone New World Plaza,
No. 2 Fuchengmenwai Street,
Western City District,

Beijing 100037, P.R.C.

b 3R 73 B 4R A S R AT 258
TREBNERESAELI04AE
4 - 100037

Tel No. &% - (86) 10-6858-8218
Fax No. & : (86) 10-6858-8219

Taiwan Office
BEHFE

Proactive Technology Limited

2/F, No. 272, Sec 3,

Nanjing E. Road,

Taipei, Taiwan.
FEEREMETREEROGARLT
eEetmRLUERRRK=R27255212
Tel No. 5% - (886) 2-8771-8706

Fax No. & : (886) 2-8771-8705

Shanghai Representative Office
IBREBFEFR

Room 510, 5/F, Modern Telecom Building,
201 New lJingiao Road, Pudong,

Shanghai, Zip 201206, P.R.C.
EBERMSEBR201ERRBARNESES510%
4R - 201206

Tel No. 5% - (86) 21-5854-2528

Fax No. & : (86) 21-5031-0731

Shanghai Associated Company
IEBELT

Proactive Cyberspace (Shanghai) Company
Limited*

Room B, 14/F, East Ocean Centre,

618 Yanan East Road,

Shanghai, Zip 200001, P.R.C.
IBEREDBREBERR LT
EEMEZRK6I8ERBEHEPUI4EBE

#ém - 200001

Tel No. 5% - (86) 21-5385-4511

Fax No. & : (86) 21-5385-4522

Singapore Office
FMEBER

Proactive Technology (Asia) Pte Ltd
133, Cecil Street, #03-02, Keck Seng Tower,
Singapore 069535, Republic of Singapore
Tel No. B : (65) 323-5728

Fax No. & : (65) 323-5727

Australia Office

RANBER

Proactive E-Commerce (Australia) Pty. Limited
Suite 102, 8 Help Street, Chatswood, 2067,

NSW, Australia

Tel No. 5% - (61) 2-9412 4711

Fax No. & : (61) 2-9412 1077



