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

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

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

The principal means of information dissemination on GEM is publication on the internet
website operated by the Stock Exchange. Listed companies are not generally required to
issue paid documents 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 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 (the “Directors”) of Fortune Telecom Holdings Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with The Rules
Governing the Listing of Securities on the Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited (the “GEM Listing Rules “) for the purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that, to the best of their knowledge and belief:- (1)
the information contained in this 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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Citic Ka Wah Bank Limited
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The Bank of East Asia, Limited
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Fortune Telecom Holdings Limited (“Fortune” or the “Group”),
is the leading distributor, retailer and value added services
provider of mobile phones, personal digital assistants (“PDAs")
and wireless broadband communication solutions in the People’s
Republic of China (the “PRC"”) and Hong Kong. Fortune
distributes products manufactured by world-class
telecommunications and technology companies such as Nokia,
Motorola, Hisense, Agere, Lucent, 3Com, Alcatel, Acer, AudioVox,
HandEra (TRG), NCR, NEC, Netgear, Palm, Philips, Pretec, Socket,
TDK, UbiNetics, Oz, Sony and Handspring.

Fortune was established in Hong Kong in 1992 and was listed
on the Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited on 16th February 2000.

Customers and major business partners include leading network
operators in the PRC and Hong Kong such as China Mobile,
China Telecom, China Unicom, CSL, Orange, Sunday, wholesalers,
resellers, retailers, ISPs and various government institutions and
corporate customers.

The Group provides integrated distribution services which include
sourcing, warehousing, promotional marketing, wholesale, direct
selling, retailing and express delivery of mobile phones, PDAs,
Wireless LAN and all related accessories.

The Group also provides innovative value added services to
network operators and manufacturers which include support
for prepaid SIM programmes, SIM Lock programmes, inventory
management, fulfillment, telemarketing, product warranty, repair
and refurbishment.

Fortune possesses an extensive distribution and services network,
with operations in Hong Kong, Beijing, Shanghai, Guangzhou,
Chengdu and over 20 sales operations in province/city levels
across the PRC. The Group has over 1,000 active customers and
supply directly to over 6,000 mobile and IT retail shops in the
PRC and Hong Kong.

The Group’s corporate culture rests on the integration of the
West and the East, modern and traditional management
philosophy, with an aim to build up a “Perpetual Efficient
Learning Enterprise”. The corporate spirit of Fortune focuses on
“Human Enterprise”. Under the leadership of its aspiring and
energetic management, Fortune’s staff will team up and move
towards the Group’s goal of ranking as one of the largest and
best wireless communication and data products and services
providers in the region.
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BUSINESS STRUCTURE
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Mobile Phone Distribution and After Sales Services Mobile Phones SIM, Prepaid SIM Accessories
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PDA Wireless Networking Products|  Networking Products

EES ERE TEX
Telecommunications Industry Finance Industry Retail Industry

ERER
Telecommunications Business

il BB
Procurement Fulfilment

AFFHBEBE @mez :acT) 06%)

PacificNet Inc. (NAsDAQ: PACT)

T B & 1 Maor BUSINESS PARTNERS

B S %% Telecommunications Business

NOKIA DEBHERS

CONNECTING PEOPLE CHINA MOBILE

NEC pHips [ sl

@ MOTOROLA risenseis{s

B ZERER 1T Business

oo, OCEr S PRETEC SONY.

e\ @
3COoMm NETGEAR Orinoco & TDIK et W

8
-
&

FEEEREKEEER QA
FORTUNE TELECOM HOLDINGS LIMITED



'\-\.'_\'_:.\,

R,

UAL REPOR-T 2

L

B % m =2
FINANCIAL HIGHLIGHTS

| 225 Tunover | | %),/ %% Gross Profit/Net Profit

150,000

120,000

000, $MH L+

1,544,856

000,$H 1L+

500,000

1jOId 19N [ N 11j01q SS0IO [ 5

|H§n7%ﬂ Earnings per Sharel |’§Bﬁi§§)‘¥i1ﬁNet Assets Value per Share

SIUD MH M &
SIUSD MH I} §

9

~>

FEEERHKEEER QA
FORTUNE TELECOM HOLDINGS LIMITED




e RtART—A-

SIGNIFICANT EVENTS

—ET—

HEGARNNPERETRALTET -
ERPEAMN F’iFﬁZﬁi@&IEEFi’;}ﬁﬁ

B

ARBRTISEE

DR - BRISE

Taﬁﬁ&ﬁﬁ’ii BE EE%F%E

5
28 0

S

SR %W%
Bk

Sigess
el | |

ﬂm =0

10

10

~

i
HE

AN
R A
BzMzER -
1 5

nn]; /JH{

KR ESEMS

§E§Tﬁi

i 5 B A& Bl Wireless Netvigator 2 % &
R B g %

Agere SystemZ £ A F
K &) OrinocoE R BIAE R 2 £

=
& 7

TE—F+ARt—
EP za;@ﬁ@;ﬁum% gl

850 EHBBELEAMERZ - B
7 Z 100,000 BAZE+=AH 2

—

0,0008FbA L »
Z—F4—F AEREREREYTE *

PAINR B A % (8 X B AH T 2 $HE 2
REMHHEE

BN NBIERE] C(DMABEEZDH .

TT_F
HZE

—Fh
ZESERHLEERRENE -

ABEBRIEE

DA

RESEABEEARAA
FORTUNE TELECOM HOLDINGS LIMITED

FEREIRER °

F AREHEL Z(E .

A RELSELEBINSRER °

BRHX *

fglﬁ(%? i *

In October and November, the year 2001 south and eastern
China regional dealers conference were successfully
organised in Zhuhai and Zhoushan. Representatives from
major mobile phone suppliers as well as major customers
have joined discussion on market structuring, distribution
strategy, price stablization measures, sales channel
management etc.

in October and November, 2001, various incentive scheme
and channel rebate plans were implemented to promote
sales. As a result, the monthly sales volume of Nokia 8250
mobile phone increased from 100,000 sets in October to
over 170,000 sets in December.

In November, 2001 the Group has established website in
China to facilitate the communication of market information
from sales executives in various cities in mainland China.

CDMA mobile phones distribution agreements were signed
with Motorola and Hisense.

In May 2002, Fortune Shanghai was acknowledged by
Shanghai Waigaogiao Free Trade Zone Management
Committee as one of the best enterprises for commodity
sales.

Synergy Introduces the latest bluetooth products into the
short-range radio technology in Hong Kong

Selected by PCCW as the equipment provider and technical
partner for Wireless Netvigator

Appointed by Agere System as the master distributor for
Orinoco Wireless Broadband Products for Greater China
Region (HK, PRC and Taiwan)
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SRAFNREBRAVREERAA ([RE]) ~AKEH F2E FEE
The Group's former trading arm — Express Fortune Limited (“EFL") was founded by
Mr. Steve Lau & his brothers in Hong Kong

RERRAETRETHEERER 2 —

EFL became one of Nokia’s earliest authorised distributors in the PRC

Fh B0 48 0 B S 7 BE M

China Headquarter was established in Guangzhou

REBEEEIUSRADE T # 2 P B ERZ

Fortune Telecom Group (“FTG") obtained the distribution right for Philips mobile phones in the
PRC

RESEEEREENI2ENBAR —RE(LEB)BFEZER AR ([RELE])
FTG established its wholly owned subsidiary in Shanghai — Fortune (Shanghai) International Trading
Co., Ltd. ("FSH")

RABEFARREEEEECEERTEER
Commenced FTG’s franchise retail business in the PRC
RESEEENSMNBEREFE 2 PEREELARIERANER

FTG obtained the distribution right for Alcatel mobile phones in the PRC and Beijing representative
office was opened

REBRIZER LT (BRMHA K 8040)
Listed on GEM board in Hong Kong (Stock Code: 8040)

FX 1) %2 $E12,000,0003 7T 7 A & & R B B %
A US$12 million transferrable syndicated loan was successfully arranged

NN TF 2 BT A Fortune Tele.com Holdings Limited | 4 [Fortune Telecom Holdings Limited]
The Company changed its English name from “Fortune Tele.com Holdings Limited” to “Fortune
Telecom Holdings Limited”

52 Ak W B Synergy Pacific (Holding) Limited 2 51 %% #
Completed the acquisition of 51% shareholdings of Synergy Pacific (Holding) Limited

B e [0 Bt 5 7 P 22 2% F COMAZE IS ROIE 1
CDMA distribution agreement was signed with China Unicom Horizon

HERRNKEEETCOMABREEED HiRE
Distribution agreement for CDMA mobile phones was signed with Motorola & Hisense

RELBELBIGRRNREEZESEANDHEEHEENE L —
FSH was acknowledged by Shanghai Waigaoqiao Free Trade Zones Management Committee as
one of the best enterprises for commodity sales.
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FREFEHEHTE
Chairman and CEO

1%

It's all about long term

I would like to thank our shareholders for your investment in
Fortune Telecom. Your confidence is an important motivator
for all the staff and it resulted in a historical record year for
our Company. In 2001/2002, earnings per share increased by
178%. We extended our market leadership position by
leveraging both our high quality people and the strength of
our retail and distribution network. And today, with over 500
sales person and promoters serving 1,000 dealers and retailers,
covering over 6,000 handset shops directly each day in over
200 cities and counties in China, we are doing our best with
a clear vision to be the China’s largest handset retail and
distribution specialist.

However, it's been a difficult year when many in the mobile
phone industry suffered losses in face of extraordinary
economic and industry challenges. Nevertheless, by almost
any measure, Fortune Telecom is in a stronger position now
than at any time in its past.

J Sales grew 124% to HK$3.46 billion in 2001/2002
from $1.5 billion in 2000/2001.

o Sold over 640,000 units of mobile phones during the
first quarter of year 2002.

o Profit from operations increased 142% to HK$ 81
million for the year.

J Net profit grew 180% to $50 million during the year.

o Bank deposit and cash on hand amounts to HK$ 303.9
million at year end.

As one famed investor have said, "In the short term, the
stock market is a voting machine; in the long term, it's a
weighing machine.” We definitely want to be weighed over
the long run.
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Dividend

The Directors recommend the payment of a final dividend of
5 HK cents for the year ended 31st March, 2002. This is in
line with the Group’s dividend policy to enable shareholders
to participate in profit distribution whenever the financial
resources of the Group permit.

Targeting Leadership in China

Turning to the operations side of the business, we have sold
over 2,000,000 units of mobile phones last year. This
promising result has proved the correct strategy of the
management in focusing on the core business of mobile phone
distribution in the PRC and attributable to the successful
distribution infrastructure that the Group has established in
the previous years.

The number of mobile phone users in the PRC has now
reached over 167 million with penetration rate around 12%,
replacing the United States as the largest mobile phone
market. The annual growth of new mobile phone purchase in
the PRC is expected to be over 50 million sets.

My confidence builds on the knowledge that we have not
only the vision to become the best, but we also have the
people, solid suppliers, loyal customers and financial resources
required to bring us there. In fact, setting ambitious goals,
then achieving them, is our hallmark-as our accomplishments
in 2000 underscore.

And what a year it was!

I am delighted to report that our exclusive model, Nokia 8250
has become the top selling model in China in terms of both
revenue and quantity. In many cities like Guangzhou,
Shanghai, Shenzhen, Dongguan, Nokia 8250 even achieves
an exceptional high market share of over 10%. During the
high season in Chinese New Year holiday, we sold out a total
of 140,000 sets mobile phones within 10 days. Most important
is that, we have tested our logistic efficiency and operation
excellence during the challenging period.

During the year 2001, | was very proud to cut the ribbon for
a new Nokia-Fortune “NPC” shop in Tibet — probably the
highest altitude handset shop in the world, which is jointly
developed by Nokia, Fortune and our key partner in Tibet.

There are a total of 300 shops under our trademark “&i& ",
many of them in second and third tier cities in China. In
2002 onwards, we expect that more new shops will appear
in the retail market carrying our brand. As time goes, we
shall see the power of our channel grows stronger.
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We have developed a proprietary web based distribution
management system which facilitate both communication and
market intelligence analysis. It will also allow our customers
and partners to access. We have also launched many creative
and effective retail marketing campaign including dealer
seminars, buy one get one free promotions, retailer incentives,
shop salesperson incentives, lucky draw, media relations etc.
In June 2002, we are having a special 2002 world cup
promotion with special designed accessories and gift, the
result was encouraging.

Sustaining Core Values

We put customers and people in first place. Therefore, we
have “Customer Satisfaction” and “Employee Satisfaction”
as two of our five core values in our corporate culture. We
act with honesty and integrity in all aspects of our business
and demand our people to focus on “Results Oriented”, be
"Disciplined” and possessing strong sense of “Risk Awareness”
given the increasing complexity and rivalry in the industry. |
firmly believe that our people, our channel capabilities and
our sustaining values are the foundation of our success.

A "Synergy” merge accelerate the road to “Convergence”

Given that the functionality of mobile phones moves from
voice-centric to include media, imaging, entertainment,
business applications and enormous wireless and integrated
connectivity, it was a visionary move when we merge with
Synergy — the market leader in building wireless infrastructure
and distributor of handheld digital products in Hong Kong.
Joining with I-cable and Harbour City, Synergy has developed
the world’s first wireless — internet enabled shopping plaza
back in the year 2000. Synergy owns over 70% market share
in WLAN and over 30% share in Palm based PDA in Hong
Kong. The Group's acquisition of Synergy, not only enlarge
our supply chain but also contribute to our profitability.

Divesting

Due to the fierce competition among various
telecommunications operators and the dissatisfactory
performance of IDD calling business in Hong Kong, the Group
has discontinued such business during the year and decided
not to invest in the IP telephony gateways in PRC unless such
investment proves to be profitable. At the same time, the
Group has also reduced the number of its mobile phone retail
shops in Hong Kong by terminating the unprofitable ones.
Such strategy was proved to be correct and the Group will
continue to allocate its resources only in profitable business.
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A Promising Outlook

Entering the year 2002, demanding market conditions are
expected to continue. The industry remains in transition from
2G to 2.5G, then to 3G as the mobile multimedia product
and services market prepares to take off. This increase in
product selection enlarges our product portfolio and revenue
base.

Although China is already the world’s largest mobile phone
market, the penetration rate of 12% is still far below Western
Europe’s average (over 70%), With the existing 167 million
subscriber base, together with the handset replacement
market, there is no question on the huge market potential.

Facing the challenge from new global mergers, local electronic
giants and even Korean design handsets, we are in a better
position with established reputation and powerful network
which many mobile phone suppliers are hunting for. Moreover,
given that our major suppliers, especially Nokia's global
leadership and its exceptionally strong product portfolio
looking forward, we are confident to craft and implement
our core strategies in working towards sustainable growth
and profitability:

- Differentiating ourselves through our total market
coverage

- Work closely with our major partners in achieving
market dominance status

- Continuous enhancement of operational excellence.

| look forward to future challenging years and our whole

team of people are working diligently to deliver satisfactory
result.

W{Q;
Lau Siu Ying, Steve

Chairman and C.E.O.

20th June, 2002
Hong Kong
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The Group recorded a historical turnover of approximately
HK$3,461 million representing a sharp surge of 124% as
compared with the previous year. The amount of gross profit
also increased by 105% to approximately HK$145 million.
During the year under review, the gross profit margin was
approximately 4.2%. Profit from operations amounted to
approximately HK$81 million which represented a sharp
increase of 142% as compared with the previous year. The
Group’s net profit attributable to shareholders for the year
under review amounted to approximately HK$50.3 million as
compared with approximately HK$18 million for the previous
year.

The encouraging performance for the year under review was
largely attributable to the management’s focus on distributions
of Nokia mobile phones, particularly, the model 8250 which
was distributed by the Group exclusively in the PRC market.
During the year under review, the Group sold over two million
mobile phone sets. In addition, the Group’s distribution
infrastructure in the PRC was further expanded and its
customer base increased to over 1,000 during the year under
review. The Group also implemented a very tight credit control
policy whereby most of the sales would be on either cash
basis or limited credit period of less than 30 days. The average
monthly turnover of the Group was approximately HK$288
million and the year end trade receivables only amounted to
approximately HK$72 million which represented approximately
8 days debtors’ turnover period. Over 85% of the trade
receivables aged less than 30 days.

Notwithstanding the sharp increase in turnover and business
volume, the inventory level only increased by approximately
34% as compared with the previous year to approximately
HK$243.7 million as at 31st March, 2002. Such level
represented approximately one month’s inventory and mainly
comprised current mobile phone models. The Directors
understand the importance of inventory control in the fast
moving mobile phone industry, and the Group would not
keep excessive inventory so as to avoid the associated risks.
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During the year under review, the Group closed down under-
performed business units, such as Voice IP Operation. It did
not perform well because of the general slowdown in e-
business and Internet-related business. In addition, the Group
took a very cautious approach in assessing any investment
opportunity. During the year under review, an unrealized loss
of approximately HK$8.3 million was recorded to write down
the investment in PacificNet Inc. to its market price at the
Nasdag SmallCap Market in the United States.

To cope with the expanded business volume, the Group has
established new relationship with reputable financial
institutions in both Hong Kong and the PRC. The total bank
borrowings of the Group as at 31 March, 2002 amounted to
approximately HK$242 million, of which approximately
HK$198.3 million was denominated in Renminbi and the
balance was denominated in United States dollars or Hong
Kong dollars. The banking facilities arranged by the Group
reflected our strategy to fund the Group’s operations in local
trading currencies. The Group’s total bank borrowing was
secured by bank deposits of approximately HK$126 million.
As a result of increase in such bank borrowing as compared
with the previous year, the finance cost of the Group for the
year under review increased to approximately HK$10.9 million
from approximately HK$4.7 million for the financial year ended
31st March, 2001.

As at 31st March, 2002, the Group maintained a cash balance
of approximately HK$303.9 million with a current ratio of
approximately 1.61 times. As at 31st March, 2002, the Group
did not have any long term debt.

The net asset value of the Group as at 31st March, 2002
amounted to approximately HK$ 267 million or approximately
HK$0.89 per Share. The earnings per Share for the year under
review is HK$0.167. The return on average capital employed
for the year under review is 21.5%.
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THE WIRELESS TELECOMMUNICATIONS
INDUSTRY

Industry in transition

Rapid changes in technology standards and market trends
can be described as the major characteristics of the wireless
telecommunications and data industry. Such changes are
driven by:

- Voice went wireless

- Transition from analogue to digital

—  Increasing affordability of wireless airtime
- Increasing popularity of mobility

From 2000 to 2001, the number
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subscribers increased by
approximately 232 million, or
32%, to approximately one
billion. At the end of 2001,
wireless penetration was
estimated at over 45% of the

population within the United
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market for 2002 will be in the
range of 400 to 420 million units. Now the industry is
again in transition from 2G to 2.5G and 3G. Industry
players are now ready for the launch of new multi-media
products and services under 2.5G or 3G services.

Convergence of voice, data and multimedia

The technology revolution in wireless telecommunications
industry enable the functionality of mobile phones moving
from a voice-centric approach to include media, imaging,
entertainment and business applications. Hence, the
continuous growth opportunities are enormous. According
to Ericsson Consumer Lab, all user segments of mobile
subscribers have high interest in mobile imaging and there
will be over 38% of mobile subscribers in Western Europe
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sending multi-media messaging services (the “MMS”) by the

year 2006. Nokia has announced with confidence the record

number of 30 new phone models scheduled for shipment for
the year 2002. For example, the Nokia 7650 imaging phone,
which also has a camera, or the Nokia 5510, which works as

a music player or a game console. These products are creating

entirely new markets. By the end of this year,

Nokia expects to have shipped 10 color-
screen models while
approximately half of all
Nokia’s mobile phone
deliveries planned to be MMS

enabled. In 2003, Nokia expects
more than 50% of its handset
volume shipments to have color
screens.

The Telecommunications Industry in China

The PRC State Council has also announced plan to restructure
its telecommunications industry to bring in competition to
fixed line, mobile, data broadband and other basic services.
In May 2002, a more competitive telecommunications market
was created. The business of China Telecom was
geographically divided into two parts. The northern part
consists of 10 provinces in northern China merged with China
Netcom and Jitong to form the new China Network
Communications Corporation, and the southern and
eastern parts will inherit the name of China Telecom
Group maintaining its services to 21 provinces. After
the restructuring, there will be two mobile carriers-
China Mobile and China Unicom, three fixed line
operators-China Telecom Group, the new China
Network Communications Corporation, and China
Railcom, and one satellite company, China Satcom.

CDMA vs GPRS

China Mobile, being the largest GSM network operator in
the PRC, focused on the establishment of 2.5G general packet
radio services (the “GPRS") network. In May 2002, China
Mobile announced the application of GPRS technology to
commercial usage in 160 cities in the PRC and targeted to
expand its customer base substantially by the year 2003. Major
mobile phone suppliers, like Nokia, have already launched
various GPRS mobile phone models, such as 6510, 6500,
8310 and the most recent announced 8910 (which is
Bluetooth enabled). Ericsson also launched mobile phone
models T65 and T68, both of which are Bluetooth enabled.

On 8th January, 2002, China Unicom officially launched the
long waited code division multiple access (“CDMA") mobile
phone network. Up to now, however, the number of CDMA
users is lower than expected, but Unicom Horizon, a subsidiary
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of China Unicom, is confident that the total number of CDMA
users will reach 7 million by the end of year 2002. China
Unicom expected that with the operation of CDMA network,
it will enlarge its market share to approximately 100 million
users by the year 2005 or approximately 36% of the mobile
telecommunications market in the PRC.

In Japan, the second largest mobile telecommunications
operator, KDDI Corp., launched an advanced CDMA network,
the CDMA2000-1X, in April 2002. The general market response
was better than expected and approximately 330,000 new users
were recorded which is reported to be more than the 105,500
users of NTT DoCoMo’s 3G W-CDMA network. CDMA2000-1X
has higher transmission rate, up to 153.6 kbit/second, more
mature in terms of new service carrying and can provide more
new service at medium and high rates than GPRS standard. It
is also one of the targets of Unicom Horizon to change from
the existing 1S-95A (2G) to CDMA2000-1X (2.5 G) in the year
2002. By then, it will enable CDMA users to receive and send
varied multimedia information including voice, data and
dynamic image freely at any time and in any place.

The China’s Mobile Phone Market

During the year under review, there was significant growth in
the number of mobile phone users in the PRC and has now
reached approximately 167 million users, being the largest
mobile phone market in the world. It was also reported that
the number of mobile phone users is growing at approximately
4 to 5 million every month. According to the Ministry of
Information Industry of the PRC, it is estimated that by the
year 2005, the number of mobile phone users would reach
approximately 275 million. In a separate research report, it is
expected that in the year 2005, almost one third of the global

mobile phone production, currently estimated at approximately
233 million sets, will be manufactured and delivered from
the PRC.

Mobile phone sets with GPRS and
Bluetooth capabilities are already in
the China market with certain
advance features, such as built-in
camera, built-in MP3 player, enriched
LCD color display, MIDI ring tones,
internet access Wireless Application
Protocol (WAP) browser, short
messaging services (“SMS”), etc.

Nokia continues to be one of the market leaders in the global
mobile phone market with an estimated market share of
approximately 37% as compare to the second largest supplier
of approximately 14.8%. In the PRC, the aggregate market
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share of the two largest suppliers,
including Nokia, accounted for
approximately 65% of the PRC mobile
phone market. The local brand handset
manufacturers, such as TCL, Bodao and
= Kejian, continue to expand their market
share. Nevertheless, it is expected that
increasing price competition amongst
the local mobile phone brands will lead

to a further market consolidation.

In the PRC, mobile phones with a price range between
RMB1,000 to RMB 2,500 are increasingly popular with a
market share increased from approximately 76.5% at the
beginning of this year to approximately 87.5%.

BUSINESS REVIEW
Mobile phone distribution

In line with the Group’s long-term goal to become the largest
mobile phone distributor in the PRC, the business of mobile
phone continues to be the Group’s core business for the year
under review, accounting for approximately 90% of the
Group’s turnover. The Group sold approximately 1.75 million
sets of Nokia 8250 mobile phone sets and approximately
213,000 sets of Nokia 3310 mobile phone sets during the
year under review. During the year under review, the Group
had added approximately 500 new active customers. In the
last quarter alone, a total of 648,000 mobile phone sets were
sold. The success was also attributable to the marketing
strategy of offering promotional gifts, such as
battery, fashionable mobile phone set cover,
handsfree device, etc. According to the latest
market research, Nokia 8250 mobile phone
is one of the best selling mobile phone
models in the PRC. In certain cities in
southern China, such as Guangzhou,
Dongguan and Zhongshan, Nokia 8250
mobile phone is the best selling models
with market share of approximately 10%.

The Group successfully obtained the
distribution right for new Nokia model 6510 in January 2002.
Nokia 6510 series is equipped with the
latest technology that can support both
GPRS and High Speed Circuit Switched
Data (HSCSD). FM radio capability is also
installed with the mobile phone set.
These features enable it to become not
only a mobile phone set but also an
integrated electronic wallet that allows
online e-commerce transactions. The
Directors are confident that such new
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market. There will be more
advance GPRS mobile phone sets
launched by various suppliers in
the remainder of the year 2002.

As one of the Unicom Horizon's
authorised distributors of CDMA
mobile phones, the Group has
obtained CDMA mobile phone distribution rights from
Motorola and Hisense. In the future, it is anticipated that
dual band mobile phones, supporting both CDMA and the
GPRS network, will appear in the market. Whilst the market
response is not as good as expected during the first few
months after launching of the network, and the Group has
only sourced and sold limited number of CDMA mobile phones
during the last quarter, the future business opportunity of
CDMA mobile phones cannot be underestimated.

WIRELESS LOCAL AREA NETWORK (WLAN) AND
PDA DISTRIBUTION

(i) WLAN Business

During the year under review, the Group, through its
subsidiary — Synergy, successfully extended the
802.11b wireless infrastructure to most of the
universities and educational institutions in Hong Kong.
Synergy also teamed with various famous internet
services providers to build WLAN that covering most
of the hot spots area including famous shopping malls,
cafe and food outlets.

Synergy has been the pioneer of deployment of WLAN
since 1998. The technology has gained wide popularity
in Hong Kong when the I[EEE802.11b product emerged
in year 1999. WLAN products, especially Orinoco are
being widely adopted and used by most of the
universities, educational institutes, government,
enterprises and public hot spots in Hong Kong. The
Group has obtained master distribution right of
Orinoco for Greater China area (including Hong
Kong).

Various exhibition and conference organizers have
chosen Synergy as the official wireless internet
infrastructure provider. This included the Hong
Kong Information Infrastructure Expo &
Conference, the Computer Expo 2001 and
2002, the Software Exhibition 2001, Asian IT
Expo and the ITU TELECOM ASIA 2000. The
Group sees this recognition of its capability
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REBEEAEGE N2 RRRAE 2K and achievement as a reward of the hard work for the
VERBERERBNZKR - past years in the industry.

R TE ST _FFVELNESFREE Synergy also introduces new Bluetooth products into
mMEBRBZRETS - BEASESERR the Hong Kong technology sector since early 2002. With
Zﬁﬁt&yﬁﬁ’\ﬁ%, E AR T35 2 B mm 2 R AR its insight and years of experience in product
B AEBREINTSERER - mERE development in the Hong Kong wireless technology
HEEREAMEMEBEERPRERNNEER market, the Group observes well the market needs of
FPz&Ek- the territories and believes these products highly meet

with the requirements of all the consumer and corporate
users, whether large or small.

R-ZZE_F REBRTEZEEELHRA In the year 2002, increased adoption of WLAN in
WLAN X {6 A A & business and wireless personal area network
ERBESEA®R
#% (WPAN) 2 31

(WPAN) for personal use in Hong Kong and the
+ PRC will provide further business opportunity to

18] AN & B 12 H the Group.
Z R -
(i) PDA% 85 —— (ii) PDA Distribution
REBREBRREER— T With the objective of sustaining the leading position
W PDARRA T R D I L BEHA - K& as a one stop PDA solution distributor in Hong Kong
B 1T R B ot A PDA -~ B ED R 4 R B and the PRC, the Group continues to extend and enrich
frERRT - the product range of PDA, mobile accessories and
connectivity software carried.
B F& 7 85 PalmiE {E R 4t = qn 2 PDA - fAPalm - Built on a solid foundation in distributing Palm OS based PDA
HandEraZ 2 ZEEMWE - XEEKINERSZ E such as Palm, HandEra etc., the Group successfully obtained

Z #PDAm 2 - I SONY &
Acer (B3 A Palm M 4R & CE
ﬁf’ﬁ%/\m)zlﬁﬁﬁ/% °

the distribution right of various famous brand of
PDA including SONY and Acer (covering both
Palm OS and Windows CE OS).

REEBEFREEASK 2T
HhB X ENE LA - B TR
HEABBYERIFRER
KEAER YR_TT_FNA range to Pocket PC by starting to sell
F9 44 H & AudioVox Maestro F 12 5% 5 AudioVox Maestro Handheld Pocket
B o AudioVox Maestro FIRREEJEThAA R 2 PC starting from April 2002. AudioVox Maestro Handheld
A EE v #8 dual Compact Flash X SDIERE#H#E + I Pocket PC, with dual Compact Flash and SD expansion slot
/EJ%%“&WLANTEEUJQE  AEENEESES and WLAN and Bluetooth enabled capabilities, is an OEM

587~ 2 GPRS PDAB B E 5502 xdaZ BEHE B R product from Toshiba. The Group has also obtained the sole
KAHE o distribution right in Hong Kong for the first colour GPRS PDA

mobile phone — the Oz xda.

With the expected growth of the
market share of the Pocket PC, the
Group also extends its carried PDA

WLANZ RFRZER 2 A EASBHE TS 2 % The fast deployment of WLAN Hot Spots in the region
RETEERE - AFHEWLANB /M HE < Z PDATE thus provides a solid ground of growth for the PDA
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HR A ZHEREEZE market. PDA equipped with WLAN Network Interface Card
A - is expected to be widely used in the near future.

EHBRM BUSINESS STRATEGY

REEEEMNFHE The cornerstones of Fortune Telecom strategy in working
ERREHRANE towards sustainable growth and
NEREZERA 5 profitability are threefold:
A=HME :
- fRTiZEER M - Enhance market leader position
RARIRIEERE 2 KR RAEE &R We are in a unique position to build
FBER -REEEZBRADHEENEEAR T on our established success and
EmSESMMAAZAE=REARE recognition. Fortune Telecom's
Eit fEBAARERERE ] - XAH strong channel capability combined
BEAG T EBRHBEREE BERSE with the scale advantages of our
AZ DMt EEZHE R D e NFTERZ leading market position and large
BiERES - FRERZMGEEERES customer base can continue to translate well into future
2o growth. We will work closely with our partners to achieve

larger market share and business volume by taking
advantages of the economies of scale of our extensive
distribution network coverage
and channel capability.

- Consistency in

- REEFEEKYE operation excellence
AEBERHEREREER The Group experienced severe
HEIZHFE  EEHEZRFRAEKBK competition in our early development stage, growing
R AEE-—BEHFBBEZEE BR2E with a sense of competition and peril. It is our tradition
B REZEEERERAEER K ARES - to maintain simple structure, efficient in operation, tight
REBENSGEEFEYIANREEERBER in credit control, effectiveness in cost control. We shall

1384 i&F Ez2BYndi%nEELR continue to invest in building a nationwide logistic
B =HE |J24/J\5171 NEEMEFBER network with 7 regional warehouses and over 13
BoWT 2 BIR provincial warehouses. The target is to deliver products

within 24 hours to most of the cities in the PRC.

- ftrEsERE - Supply chain development
MEZEMREASEE 2z HETA - AR The higher volume of products that flow onto the
ﬁ%ﬂxf&mz KEKAATBE - NREEZ K Group’s distribution platform, the lower will be the

KRR AEAHEHHEERKERAE A running cost per unit to maintain its infrastructure. The
G WRKENRAERRRZAEEFNE - Group's long term strategy is to expand its supplier base
AEERSREZHEEZD  EmZ Tl and broaden its product portfolio while enlarging
M35 A T 5K B % BT BY SR KT n b A revenue base and improving profit margins at the same
BEHZERE - time. The Group will seek to accomplish this goal by

mergers and acquisitions, product diversification,
recruiting more innovative models from existing suppliers
and obtaining new brands.
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AEBTEEREARNBEERN S 2B
FREAMETFEZBR o AEBETAH SR
EBEREEMPEFRER EFGXRE A
EERIEERRREREEZESE -

PROSPECT AND OUTLOOK

It is a corporate strategy of our major supplier — Nokia to
achieve a global market share of 40% in mobile phone
industry and targeting the market leading position in China.
Given that the Group has the exceptional strength of strong
brand, operation excellence and winning product portfolio,
the Group is
optimistic to
develop a more
close strategy
relationship
with our major
supplier.

The overall PRC mobile phone market will also be
expanded by the growth in both new subscribers market
and the replacement market. With the well-established
distribution infrastructure and its marketing expertise, the
Group is optimistic that it will benefit from the growth of
mobile phone market in the PRC. In the coming years,
the Group is determined to increase further its distribution
coverage to over 200 cities and counties in China by
penetrating further into third and fourth tier cities, while
maintaining its leadership position in the first and second
tier cities. We will also expand our sales and marketing
team to over 1,000 person (including in-shop promoters)
and spread our coverage to over 10,000 retail shops within
next year.

The Group is alert of the keen competition of the mobile
phone market and the emerging of the expanding local brand
handsets. The Group has always looked for opportunity to
extend its business to other handheld device products in
China. The Directors are confident that the Group will be
able to continue to deliver good results to our shareholders.
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Executive Directors

Mr. LAU Siu Ying, Steve, aged 38, is the founder, Chairman
and Chief Executive Officer of the Group. He has extensive
working experience in the telecommunications industry for
over 15 years and has established solid business contacts in
both Hong Kong and the PRC. Mr. Lau has also excellent
business contacts with international leading suppliers of
mobile telephony technology and products. Prior to setting
up his own business, Mr. Lau worked for Hutchison Whampoa
Group for over 5 years, in charge of the business development
of the telecommunications in the PRC. Mr. Lau is also the
director of China Mobile Communications Association (CMCA)
in Beijing. Mr. Lau holds a bachelor degree in Business
Administration from the Chinese University of Hong Kong.

Mr. TSO Ming Sing, Barton, aged 36, is an Executive Director
of the Group. Mr. Tso graduated from the International Finance
Department of Shanghai Fudan University in 1988 with as
Bachelor of Economics. Mr. Tso has 13 years of experience in
the banking business, information technology and the
distribution of personal computers in the PRC, corporate
management, securities and investment consultancy. He joined
the Group in September 2000. Prior to joining the Group,
Mr. Tso served as the Managing Director of South Capital
Securities Limited in Hong Kong.
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Non-executive Directors

Mr. FUNG Oi Ip, Alfonso, aged 44, owns and operates the
leading Law Costs Draftsman firm in Hong Kong which was
established in 1986. A pioneer in his profession, Mr. Fung
developed computer programming, developed and published
a specialist law costing software in 1986. The software was
subsequently licensed to the Hong Kong Gover nment for use
in the Legal Aid Department. Mr. Fung is one of the angle
investor and a shareholder of PacificNet Inc,.. He was
appointed as a non-executive Director of the Company in

October 1999

Mr. LO Wing Yat, Kelvin, aged 43, is the Director and
Executive Vice President of CITIC Ka Wah Bank. Concurrently,
Mr. Lo also holds directorships and senior executive positions
in various subsidiaries of CITIC Ka Wah Bank. Mr. Lo graduated
from the University of Hong Kong with a bachelor degree in
Law. He was admitted as a Solicitor of the High Court of
Hong Kong in 1984 and a Solicitor of the Supreme Court in
England and Wales in 1989. Prior to joining CITIC Ka Wah
Bank, Mr. Lo served as an in-house counsel of Bank of China
Hong Kong-Macau Regional Office and then became a partner
of Messrs. Kao, Lee & Yip and Messrs. Linklaters & Paines. He
was appointed as a non-executive Director of the Company
in October 1999.
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oK s SE & - 64Bx ¢ B Al &R TN Asia Pacific
Consulting Group Business Pte. Ltd. 2 F AL E -
£ B A1 & 4t = B Singapore Technologies
Telecommunication (Beijing) Pte Ltd. &) & % 48 45 38
# = F o fE 1 Singapore Technologies Group I
26 BEATOEREEERAL - BREERN
Royal Melbourne Institute of Technology * J& M 4
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TRAEZARARAIBILFRTESE -
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BKE  BEEFENIMEEAERZEGR
EAMBERAETZEE - BELXEBNRENHZ
E# B TKHEFXREBARERNTTE o
B £ # A I E AUniversity of Manitoba #) 3 2+
B FEBANEBREE HEBEBEER
FUHUS ZEERE - WR— L\ L E & EE Bristol
PolytechnicE ik Law Society Final Examination © f
R—NAANFTREZERAEBEMNBE IR
BE -

Independent Non-executive Directors

Mr. CHANG Wing Seng, Victor, aged 64, is currently the
Managing Director of APCG Business Pte. Ltd. in Singapore.
Prior to this job, he was the Managing Director of Singapore
Technologies Telecommunications (Beijing) Pte Ltd. based in
Beijing for 2 years. He had held various senior management
positions in his 26 years with the Singapore Technologies
Group. He is a graduate of the Royal Melbourne Institute of
Technology, the Institute of Chartered Accountants in
Australia, the Australian Society of Accountants, Harvard
Programme Management Development and a Certified Public
Accountant in Singapore. He was appointed as an independent
non-executive Director of the Company in October 1999.

Mr. LIU Kwok Fai, Alvan, aged 39, is the senior partner of
Messrs. Alvan Liu & Partner. Mr. Liu was appointed as the
legal adviser of a number of organizations and associations
in Hong Kong, including the Hong Kong Small and Medium
Business Association and Shun Tak Fraternal Association. Mr.
Liu was an appointed member of the Wong Tai Sin District
Board from 1997 to 1999 and is also an appointed member
of a number of Hong Kong governmental committees
including the Contractors Registration Committee of the Hong
Kong Building Authority and Wong Tai Sin District Fight Crime
Committee. Mr. Liu has a keen interest in the protection of
intellectual property rights and he has presented seminars on
topics of intellectual property rights on a regular basis. Mr.
Liu holds a bachelor degree in arts majoring in Political Science
and Economics from the University of Manitoba in Canada.
He thereafter continued to pursue his legal qualification and
completed the Law Society’s Final Examination at Bristol
Polytechnic in the United Kingdom in 1989. Mr. Liu was
appointed as an independent non-executive Director of the
Company in October 1999.
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SENIOR MANAGEMENT

Mr. Tin Ding Hong, William, Chief Financial Officer and
Company Secretary, aged 39, joined the Group in July 2001.
Mr. Tin was graduated with first class honor at the Hong
Kong Polytechnic University and holds a bachelor degree in
Arts. He is a fellow member of the Hong Kong Society of
Accountants, fellow member of the Association of Chartered
Certified Accountants of the United Kingdom and associate
member of the Certified General Accountants Association of
Canada. He also acts as director of Canadian Certified General
Accountants Association of Hong Kong Limited. Prior to
joining the Group, he has served as senior financial executives
of various listed companies in Hong Kong. Mr. Tin has
extensive financial, taxation and accounting experience in both
Hong Kong and overseas.

Mr. Fong Kin Kiu, Ken, Chief Technology Officer, aged 37,
is CEO and co-founder of Synergy. Mr. Fong has accumulated
over 12 years of experience in information technology industry.
Mr. Fong holds a bachelor degree from the University of Hong
Kong and two master degrees, one in strategy marketing and
the other in information technology from overseas institutions
and is currently a doctoral candidate. Mr. Fong is a member
of the Hong Kong Computer Society, the British Computer
Society, the Hong Kong Management Association and
Chartered Marketer of the Chartered Institute of Marketing.
Mr. Fong is a frequent speaker in many different professional
seminars and workshops. He is a visiting lecturer for the Hong
Kong Polytechnic University since year 1999. He is also the
committee member of WLAN & Bluetooth SIG for Hong Kong
Wireless Technology Industry Association.

Mr. Luo Zhi Xi, Financial Controller — PRC operation, aged
44, joined the Group in 1995. Mr. Luo holds a bachelor degree
in Accounting from the Finance Academy of Jiangxi Province
and was then qualified as a professional accountant in the
PRC in the year 1993. Mr. Luo has over 20 years of financial
and accounting experience in the PRC.

Mr. Hui Wing Fai, Ivan, Regional Manager - Sales and
Marketing, aged 28, joined the Group in July 1997. Mr. Hui
was graduated from the Hong Kong Baptist University with a
bachelor degree in Business Administration. Mr. Hui is in
charge of the Group’s business operation and management
in the eastern district of the PRC.

Mr. Lo Kwok Leung, Jeff, Regional Manager — Sales and
Marketing, aged 33, joined the Group in July, 2000. Mr. Lo
received his education in Taiwan’s Fu-Jen Catholic University.
Mr. Lo is in charge of the Group’s business operation and
management in the northern district of the PRC.
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Business Objectives

BFHREEEFHRAR

In respect of Fortune Telecom Limited

HAEBABYERHERROR20ELGE23ES
Monthly sales target of mobile phones was
approximately 200,000 to 230,000 sets during
the period

HRBTTR I

Development of fulfillment facility

REEGHEIE NE TR /1R & 5 B 123,000,000
BHEETMEBHEF

The Group plans to increase its fulfilment
capacity to an annual target of 3 million Nokia
branded mobile phones

R B 7 iH A

Development of distribution network in the PRC

BN D HEZ160R REHEZE170R
Increase authorized distributors shops to 160 and
authorized dealers shops to 170

Mz

EKRER 2K

COMPARISON OF BUSINESS OBJECTIVE AND
ACTUAL BUSINESS PROGRESS

The comparison of the Group’s business objectives as set out
in the prospectus dated 9th February, 2000 to actual business
progress for the six months ended 30th September, 2001 has
been reported in the interim report during the year. The
comparison for the six months ended 31st March, 2002 as
follows:

BERXBER

Actual Business Progress

RBE_ZZ_F-A=+—HLEFENZHHE SABPE
FATPOHEEBENBRNES - AEEREEEBHEFEE
J7H B E & Z KA #)10,000,000% 7T ©

The average monthly sales of mobile phones exceeded
210,000 per month during the fourth quarter ending 31st
March, 2002. The Group has incurred cost of approximately
HKD10 million in promoting its sales of mobile phones.

HRTSHFABANLTSEAEY  ESRR/BERIIE
AEBEREREDREXREBEEE EZEREAA/AR
SEEBHRRANE - AGET - REBA - WEEEEM
KA °

Due to increasingly competitive and changing market
condition, the Directors are of the view that it is not the
appropriate time for the Group to commence its investments
in fulfillment facilities until such investment will bring cost
effectiveness for the business. No amount has been incurred
for the period.

RABIFR 2 5 8HIE R HE BB E300K - HMBRER
FTIEHE] - REEEE L 27N 491,000,0008 7T

Total distributor shops and dealer shops in the PRC has
reached 300. The Group has incurred approximately HK$1
million as set forth in the Prospectus.
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Business Objectives

EREEIRT

After-sales service development

EMERFESEPR R EERERE
Increase after-sales service facilities

HEST
Recruitment of staff

BERHEIXFEAFES HBRK
To recruit sufficient staff to support its distribution
network in the PRC

& BiFortune E-Commerce Limited
In respect of Fortune E-Commerce Limited

BEZEEKGENIENEEHREEE
Continue to explore suitable investment
opportunities with synergy

REEE ST KAEK HRAEN KRB - &
NHERASENEFRHEED

The Group will seek strategic partner with
synergy to enhance its operations in e-commerce.

& BiFortune Internet Communications Limited
In respect of Fortune Internet Communications
Limited

BENESOHEAE R EAZ
Continuous enhancement in IP technology

AEESRENERRAEEHBBEHER
FEL ARERR R ERFENABELLS
ikokiN=

The Group will continuously enhance and
upgrade its IP telephony system to cope with
advance in technology and to cater for increasing
number of subscribers

BERXBER

Actual Business Progress

RPBEZBESEFRETOHRBELBR  MAKEEEEZ
X 78 #7500,0005 T ©

The number of mobile phone service centres in the PRC was
28 and the Group has incurred approximately HK$0.5 million
along its distribution network in the PRC

REBEREBRPEIBEET - MlfFESEZKAK 500,000
T o

The Group recruited additional staff in Hong Kong and the
PRC and the cost incurred was approximately HK$0.5 million.

AEBEEARZEESTHEZCRERS - EERN AR &
T NRERE  AREEREFRDEEFX - UL DAEE
SEBEZKREAR -

The Group has evaluated a number of e-commerce investment
opportunities but due to the uncertainty on profitability and
the pay-back period, the Group has decided to take a cautious
approach and has not yet identified a suitable investment
target.

HREATHHEF AR - EERE DN B A F i B
ZIPEFEMEE o b - RIEMSEREBEETR LA
SEEARFRDFE  BAE-—FSRPETAMEKREE
ZIPEFERPIE A FEAEEZ M °

Due to competitive telecommunications market, the Directors
have decided not to expand the number of IP telephony
gateways in different locations in the PRC. Also, it is not in
the interest of the Group to invest further in additional IP
telephony gateways in different locations in the PRC unless
the market shows positive sign of recovery and that the Group
is able to make profit there from.



HEAEAL
For the six months ended
Z23%F=f ZTTTENR TR ZTE-FNR CFFZEZR
March 2000 September 2000 March 2001 September 2001 March 2002
AL AL AL AL T
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
ERREERARLA In respect of Fortune Telecom Limited
At For:
BHEHHERE Sales target of mobile phones 2,000 1,000 2,000 2,000 10,000
EOFURGHER Launch of new models of mabile phones 1,000 500 - - =
BRAEN AL Development of distribution network
in the PRC 1,000 500 1,000 1,000 1,000
ERERRH Aftersales service development 1,000 200 2,000 500 500
BEET Recruitment of staff - 300 3,000 500 500
% BFortune E-Commerce Limited In respect of Fortune E-Commer ce Limited
At For:
B iPacificNet 2 B & Increase interest in Pacifichet 8,800 - - - -
HpacificNetik 15 & % Joint Venture with Pacifichet - 300 - - -
ERETEZ E-commerce development 1,000 - - - =
EEEEE Agaressive advertising program 50 - = = =
PERERMZE  RER Continuous technical support,
HEETHERIE maintenance and enhancement
on e-commerce facilities - 200 - - -
T www.telecom-port.com WAP development on
EEWAP wwwtelecom-port.com - 200 - - -
N 2 www.fortunetele.com Continuous enhancement of
Rwww.telecom-port.com www.fortunetele.com - - 5,000 250 -
and www.telecom-port.com
& MFortune Internet In respect of Fortune Internet
Communications Limited Communications Limited
At For:
PHEPEEER Distribution of IP telephony products 1,500 - - - =
BRPEERK Development of IP telephony services 200 - - - -
RUPEERE Set up of IP telephony architecture 100 - - - =
RhEPEERE Explore alliance opportunities with IP
HEF AT telephony service provider 100 - - - =
PEFERAEPEH DT Continuous research and development
of IP telephony architecture - 2,000 - -
HAPEERE Testing on P telephony architecture - 500 - - -
R 7 P AR S Launching of IP semvices in Hong Kong - - 5,000 - -
MR TR 2IPE Increase on IP telephony gateways
RFM%E in different locations = = = 600 -
16,750 5,700 18,000 4,850 12,000
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HRBEBCETHEREMTERRER - ML
FEEETSHRFABAR  EFHREAKEZ
EBRBERESINETRBHEFEIHZL
ES A

RZZEZE-_F=A=+—H ' #%4130,000,000
BTREECTFRREBRPE 2 EEEERH
TR e ARRB S EETZNARRAIGEBER 2 HAb
HEEE  URBREERMERZENE &
ERE BRECTEEBRERMINIEEESE
ZRERE BATSBERLRBER ZAEE)
AR BrRAEEEEERELERMARL
AE Bt EZVTREENZEEHSHA
SECZEBEREEAEAZLE -

Out of the net proceed of approximately HK$133.38 million
raised upon the listing of the shares of the Company on GEM
in February 2000, the amount intended for specific business
objectives was approximately HK$98 million and the amount
intended for general working capital was approximately
HK$35.38 million. As at 31st March, 2002, the Group applied
approximately HK$57.3 million for achieving the specific
business objectives stated in the prospectus dated 9th
February, 2000 ( the “Prospectus”) with the balance of the
fund to be applied from time to time by the Group as its
general working capital in order to meet the increasing
funding requirement for the increasing sales volume of the
mobile phone distribution business of the Group.

Due to the downturn in e-business and telecommunication
businesses in Hong Kong and the increasing competitive
market condition in the PRC, the Directors believe that the
business strategy of the Group should maintain focus on its
core business of mobile phone distribution in the PRC.

As at 31st March, 2002, an aggregate cash deposit of
approximately HK$130 million was placed with short-term
deposit with financial institutions in Hong Kong and the PRC.
The Company will continue to evaluate additional investment
opportunity which may arise in the future and will apply such
proceeds as appropriate. The Directors consider that the
variance of the amount invested against the original business
objectives set forth in the Prospectus, which was estimated
before the downturn of the global internet market condition,
demonstrates the correct and the prompt decision of the
management of the Group. On this basis, the Directors do
not consider that any of these changes will have any material
impact on the business objectives of the Group.
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The directors present their annual report and the audited
financial statements for the year ended 31st March, 2002.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 35 to the
financial statements.

RESULTS

The results of the Group for the year ended 31st March,
2002 are set out in the consolidated income statement on

page 45 of the annual report.

The directors recommend a final dividend of 5 HK cents per
share to the shareholders on the register of members on
27th August, 2002.

SHARE CAPITAL

Changes in the share capital of the Company during the year
are set out in note 20 to the financial statements.

INVESTMENT PROPERTY

At 31st March, 2002, the Group’s investment property was
revalued by an independent property valuer on an open market
existing use basis. The revaluation resulted in a deficit of
HK$1,000,000 which has been charged to the income
statement. Details are set out in note 9 to the financial
statements.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired furniture, fixtures and
equipment of approximately HK$1 million and motor vehicles
of approximately HK$1.2 million for the purpose of expanding
the Group's business. These and other movements during the
year in the property, plant and equipment of the Group and
the Company are set out in note 10 to the financial
statements.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The directors of the Company during the year and up to the
date of this report were:

Executive directors:

Mr. Lau Siu Ying, Steve (Chairman)
Mr. Tso Ming Sing, Barton
Mr. Lau Kin Ying, Ricky (resigned on 22nd

December, 2001)

Non-executive directors:

Mr. Fung Qi Ip, Alfonso
Mr. Lo Wing Yat, Kelvin
Mr. Hui Wan Sang, Richard (resigned on 21st

August, 2001)

Independent non-executive directors:

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

In accordance with clause 87 of the Company’s bye-laws, Mr.
Lo Wing Yat, Kelvin retires and, being eligible, offer himself
for re-election.

None of the directors 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.

The term of office of each of the non-executive directors and
independent non-executive directors is the period up to his
retirement by rotation in accordance with the Company’s bye-
laws.
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EEREEZINE DIRECTORS’ AND EMPLOYEES' EMOLUMENTS
(a) EZH2 Directors’ emoluments
2002 2001
FHET FHET
HK$°000 HK$'000
FRWITER Non-executive directors
e Fees 100 150
BIUFHITES Independent non-executive directors
e Fees 100 100
WITES Executive directors
e Fees - -
H i & Other emoluments
e MERL Salaries and allowances 1,885 1,826
2,085 2,076

BRATHEHBEZEE AR

The emoluments of the directors were within the
following bands:

2002 2001

EEAY EEAY

Number of Number of

directors directors

5% 1,000,000/ 7T Up to HK$1,000,000 7 8
1,000,001/ 7T £ 1,500,000 7% 7T HK$1,000,001 to HK$1,500,000 1 1

ANBEEDRIWE41,235,000% T -
650,000/ 7T * 50,000/ 7T * 50,000 7T *
50,000/ 7T * 50,0008 T2 @& - HivE
EREE-_TET-_F=-FA=+—HILEE
B EFANE - RRANBEETRERE
—EE-F=ZA=+—HLEFEDHWKE
491,235,000/ 7T ~ 304,000 7T * 260,000
77T ~ 50,000 7T~ 50,0005 7T * 50,000
77T ~ 50,000 7T~ 50,0007 7T % 27,000
BILZME -

RERN - AEE B E R E A E S
T ARSI REMAREESERMAR
SERBRIER/RRERUIEE &
EERFAMEREZRIEMME -
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There were six directors who received emoluments of
approximately HK$1,235,000, HK$650,000,
HK$50,000, HK$50,000, HK$50,000 and HK$50,000
respectively. The other directors did not receive any
emoluments for the year ended 31st March, 2002.
There were nine directors who received emoluments
of approximately HK$1,235,000, HK$304,000,
HK$260,000, HK$50,000, HK$50,000, HK$50,000,
HK$50,000, HK$50,000 and HK$27,000 respectively
for the year ended 31st March, 2001.

During the year, no emoluments were paid by the
Group to any of the directors as an inducement to join
or upon joining the Group or as compensation for loss
of office. None of the directors has waived any
emoluments during the year.
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(b) Employees’ emoluments

The five highest paid individuals of the Group included
two directors for the year ended 31st March, 2002
(2001: one director), details of whose emoluments are
set out in (a) above. The emoluments of the remaining

ZBemT three (2001: four) individuals are as follows:
2002 2001
FHET FET
HK$'000 HK$'000
e KOER Salaries and allowances 1,841 1,789

BE_ZZ_F=-A=+t—HALMEFE
BE BURSFALZHMEEEHIR
1,000,000 7T °

EEREScHER

RZBZE-_F=ZA=+—H BRBARAKEE
o (R B an) 16l (T3¢ R aR 6kl ) 52915
REEMzLE EERBREIHEALESR

ARBMEBBARBA 2 EEMT

2/ E Lau Siu Ying,

The aggregate emoluments of each of the highest paid
individuals were less than HK$1,000,000 for each of
the two years ended 31st March, 2002.

DIRECTORS’ INTERESTS IN SECURITIES

At 31st March, 2002, the interests of the directors and their
associates in the share capital of the Company and its
associated corporations as recorded in the register maintained
by the Company pursuant to Section 29 of the Hong Kong's
Securities (Disclosure of Interests) Ordinance (“SDI Ordinance”)
were as follows:

NE AN
HEzEERYE

Number of ordinary shares
held as other interest

Steve 211,500,013

ZERH B ERBERHBRMKL 2 AR Future
2000 Limited# & * Mz ARH —EFEARE - B
HE2RERIIsARER/ ) ELE  ERER
Hyio

BEXEEENETESUETARRAQEE
EMBRARIZETREARGSI BEERBE2
REATHR-ZZZ_F=A=1+—HAHEEEXL
RE]SAEFAMBER R (EER BRRREH) T
CIECE I o

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

Save as disclosed above and other than certain nominee shares
in the subsidiaries held by certain directors in trust for the
Company, none of the directors or their associates, had any
interests in any securities of the Company or any of its
associated corporations as defined in the SDI Ordinance at
31st March, 2002.
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SHARE OPTIONS

The share option scheme of the Company (the “Scheme”)
was adopted on 2nd February, 2000 for the primary purpose
of providing incentives to directors and eligible employees
and will expire on 1st February, 2010. Under the Scheme, the
directors of the Company may grant to any executive directors
or full time employees of the Company, or any of its
subsidiaries, options to subscribe for shares in the Company
at any price but not less than the higher of (i) the nominal
value of a share, (ii) the closing price of the shares on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on the day of grant and (iii) the average of the closing prices
of the shares on the Stock Exchange on the five trading days
immediately preceding the date of the grant of the options,
subject to a maximum of 10% of the issued share capital of
the Company from time to time.

Options granted must be taken up within 28 days of the date

of grant, upon payment of HK$1 for each lot of share options
granted.

No options under the scheme were granted or exercised during
the year and no options were outstanding at 31st March,
2002 and 2001.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Apart from the Scheme, at no time during the year was the
Company or its holding company or any of its subsidiaries a
party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate. None of the directors, their spouses or children
under the age of 18 had any rights to subscribe for the
securities of the Company or had exercised any such rights
during the year.
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CONNECTED TRANSACTIONS

(a)

Sales to Guangzhou Fortune

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

For the year ended 31st March, 2002, the Group’s
sales of mobile phones and related accessories to
Guangzhou Fortune accounted for approximately
HK$436 million, representing approximately 13% of
the Group’s total turnover.

The independent non-executive directors have reviewed
the connected transactions set out above and in their
opinion, these transactions entered into by the Group
were:

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

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

(iii)  in accordance with the terms of the agreement
governing them on terms that are fair and
reasonable and in the interests of the
shareholders of the Company as a whole.

Save as disclosed therein, there were no other transactions

which need to be disclosed as connected transactions in

accordance with the requirements of the GEM Listing Rules.
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DIRECTORS’ INTERESTS IN CONTRACTS

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

SUBSTANTIAL SHAREHOLDERS

At 31st March, 2002, other than the interests disclosed in
the section headed "Directors’ interests in securities” above,
the Company has not been notified of any other interests
representing 10% or more of the Company’s issued share
capital.

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

During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the
Company'’s listed securities.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group’s
five largest customers were less than 30% of the Group’s
total sales.

The aggregate purchases attributable to the Group’s five
largest suppliers during the year comprised approximately 85%
of the Group’s total purchases and the purchases attributable
to the Group's largest supplier were approximately 84%.

Except for Guangzhou Fortune, whose relationship with the
Group has been further explained above in the section headed
"Connected Transactions”, none of the directors, their
associates or any shareholders which, to the knowledge of
the directors, own more than 5% of the Company’s issued
share capital, had a beneficial interest in one of the five
largest suppliers or customers of the Group.

COMPETING INTEREST

None of the directors or the management shareholders of
the Company (as defined in the GEM Listing Rules) had an
interest in a business which competes or may compete with
the business of the Group.
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SPONSOR’S INTERESTS

None of the Company’s sponsor, DBS Asia Capital Limited
("DBS"), its directors, employees or associates had any interest
in the securities of the Company or any right to subscribe for
or to nominate persons to subscribe for the securities of the
Company as at 31st March, 2002.

Pursuant to the agreement dated 8th February, 2000 entered
into between the Company and DBS, DBS has received an

advisory fee for acting as the Company’s retained sponsor for
the period from 16th February, 2000 to 31st March, 2002.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis
to existing shareholders.

AUDIT COMMITTEE

The audit committee comprises Messrs. Chang Wing Seng,
Victor and Liu Kwok Fai, Alvan. A minimum of two meetings
are held annually. The duties of the audit committee are
mainly:

- To discuss with the auditors the nature and the scope
of the audit before the commencement of the audit
process;

- To review the Group financial reporting process and
internal control systems; and

- To review the Company’s annual report, half-yearly
reports, quarterly reports and accounts.

The audit committee held five meetings during the year. At
the meetings the committee focused on examining and
approving the interim results for the period ended 30th
September, 2001, the final results for the year ended 31st
March, 2002 and internal auditing issues.

RETIREMENT BENEFITS SCHEMES

Details of the Group's retirement benefit schemes are set out
in note 33 to the financial statements.

BOARD PRACTICES AND PROCEDURES

The Company has complied throughout the year ended 31st
March, 2002 with the board practices and procedures as set
out in Rules 5.28 to 5.39 of the GEM Listing Rules.

EEEGHREBEEEEARA
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AUDITORS

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

On behalf of the Board

Lau Siu Ying, Steve

Chairman
Hong Kong, 20th June, 2002
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TO THE SHAREHOLDERS OF FORTUNE TELECOM
HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 45 to 84
which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITORS

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

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

BASIS OF OPINION

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

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

In our opinion the financial statements give a true and fair
view of the state of affairs of the Company and the Group as
at 31st March, 2002 and of the profit and cash flows of the
Group for the year then ended and have been properly
prepared in accordance with the disclosure requirements of
the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong, 20th June, 2002
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NOTICE IS HEREBY GIVEN that the annual general meeting
of Fortune Telecom Holdings Limited (the “Company”) will
be held at Room 1505-7, 15/F., Tower A, Regent Centre, 63
Wo Yi Hop Road, Kwai Chung, New Territories, Hong Kong
on 27th August, 2002 at 12:00 noon to transact the following

ordinary business:

1. To receive and consider the audited consolidated financial
statements and reports of the directors and auditors for
the year ended 31st March, 2002;

2. To approve and declare a final dividend for the year
ended 31st March, 2002;

3. To re-elect the retiring director and to authorise the
board of directors (the “Board”) to fix the directors’

remuneration;

4.  To re-appoint Messrs. Deloitte Touche Tohmatsu as
auditors and to authorise the Board to fix their

remuneration;

5. To consider, as special business and, if thought fit,

passing the following resolution as ordinary resolution:

“THAT:

(@) subject to paragraph (c) below, pursuant to the
GEM Listing Rules, the exercise by the directors of
the Company during the Relevant Period of all the
powers of the Company to allot, issue and deal
with unissued shares in the capital of the Company
and to make or grant offers, agreements and
options which might require the exercise of such
powers be and the same is hereby generally and

unconditionally approved;
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(b)

the approval in paragraph (a) above shall authorize
the directors of the Company during the Relevant
Period to make or grant offers, agreements and
options which might require the exercise of such

powers after the end of the Relevant Period;

the aggregate nominal amount of share capital
allotted or agreed conditionally or unconditionally
to be allotted (whether pursuant to options or
otherwise) by the directors of the Company
pursuant to the approval in paragraph (a) above,
otherwise than pursuant to (i) a Rights issue; or (ii)
the exercise of any option under the share option
scheme of the Company; or (iii) any scrip dividend
or similar arrangement providing for the allotment
of shares in lieu of the whole or part of a dividend
on shares in accordance with the Bye-laws of the
Company in force from time to time, shall not

exceed the aggregate of;

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

and

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

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

“Relevant Period” means the period from the date
of the passing of this Resolution until whichever is

the earliest of:

(i) the conclusion of the next annual general

meeting of the Company;

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

Resolution;

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

Hong Kong).”
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To consider, as special business and, if thought fit,

passing the following resolution as ordinary resolution:

“THAT:

(a)

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

approved,;

the aggregate nominal amount of shares which
may be purchased by the Company pursuant to
the approval in paragraph (a) during the Relevant
Period shall not exceed 10% of the aggregate
nominal amount of the issued share capital of the
Company as at the date of the passing of this
Resolution and the authority pursuant to paragraph

(a) of this Resolutions shall be limited accordingly;

for the purposes of this Resolution, “Relevant
Period” means the period from the date of the
passing of this Resolution until whichever is the

earliest of:

(i) the conclusion of the next annual general

meeting of the Company;

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

Resolution.”

7. To consider, as special business and, if thought fit,

passing the following resolution as ordinary resolution:

“THAT:

the directors of the Company be and they are hereby
authorized to exercise the authority referred to in
paragraph (a) of Resolution no. 5 above in respect of
the share capital of the Company referred to in sub-

paragraph (ii) of paragraph (c) of such Resolution.”

By Order of the Board
Fortune Telecom Holdings Limited
Lau Siu Ying, Steve

Chairman

Hong Kong, 28th June, 2002

Registered Office:
Clarendon House
Church Street
Hamilton HM 11

Bermuda

Head Office and principal place of business:
Room 1505-7

15th Floor, Tower A

Regent Centre

63 Wo Yi Hop Road

Kwai Chung

New Territories

Hong Kong
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Notes:

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

To be valid, this form of proxy, together with the power of
attorney (if any) or other authority (if any) under which it is
signed or a notarially certified copy thereof, must be
deposited at the principal office of the Company at Room
1505-7, 15th Floor, Tower A, Regent Centre, 63 Wo Yi Hop
Road, Kwai Chung, N.T., Hong Kong not less than 48 hours
before the time for the holding of Meeting or adjourned
meeting.

In relation to proposed Resolution no. 5 and 7 above,
approval is being sought from the shareholders for the grant
to the Directors of a general mandate to authorize the
allotment and issue of shares under the GEM Listing Rules.
The Directors have no immediate plans to issue any new
shares of the Company other than shares which may fall to
issued under the share option scheme of the Company or
any scrip dividend scheme which may be approved by
shareholders.

In relation to proposed Resolution no. 6 above, the Directors
wish to state that they will exercise the powers conferred
thereby to repurchase shares in circumstances which they
deem appropriate for the benefit of the shareholders. An
explanatory statement containing the information necessary
to enable the shareholders to make an informed decision
to vote on the proposed resolution as required by the GEM
Listing Rules will be set out in a separate document to be
dispatched to the shareholders with the annual report for
the year ended 31st March, 2002.

This announcement will remain on the Company’s website
with the domain name of www.fortunetele.com and on the
GEM website with the domain name of www.hkgem.com
on the “Latest Company Announcements” page for at least
7 days from the date of its posting.

For identification purpose only



