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

This report, for which the directors (the “Directors”) of Angels Technology Company
Limited (the “Company”) collectively and individually accept 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 report is accurate and
complete in all material respects and not misleading; (2) there are no other matters the
omission of which would make any statement in this report misleading; and (3) all
opinions expressed in this report have been arrived at after due and careful consideration
and are founded on bases and assumptions that are fair and reasonable.
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HAIRMAN'’S STATEMENT

Business Review

The Group is principully enguyged in the provision of frunsportution technoloyy solutions in respect of toll
collection, truffic surveillunce, opticul fibre roud hetwork communicution und power supply systems for highways
und expresswuys in the People’s Republic of Chinu (the "PRC”).

In co-operution with Chinu Harbour Enygineering Group Co. Ltd, the leud-contructor of the Huhehuote-Buotou
Expresswuy project, the Group hus successfully completed the mechunicul und electrical tfrunsportution project
of Huhehuote-Buotou Expressway in 2002. The Huhehuote-Buotou Expressway was officidlly open to traffic in
March 2003 und is currently under trial operation.

In July 2002, the Group hus undertuken the mechunicul und electricul trunsportation project of Jixi-Mudunjiuny
Expresswuy in Heilonyjiuny Province. The project will be completed in September 2003. During the yeur under
review, the Group hus ulso undertuken severul projects on open-ended toll collection system, vehicle license
identification system, concierge uccess control system und the intelligent identification munugement system for
the State Sport Generaul Administration.

In November 2002, the Group hus obtuined the mechunicul und electricul trunsportution project of Yuxi-
Yuunjiuny Expressway in Yunnun Province. The project hus used the UNIX system us its central informution plutform
to improve system stubility. In addition, the vehicle license identificution system hus been successfully implemented
to identify und record the license plute of the pussing vehicles to improve monitoring function. All these
technoloyies ure hew in Yunhun Province expresswuys,

Product and Development
In order to meet the demund of the murket, the Group focuses its efforts on products upyrude.

The DY2000-Vehicle License Identificution System hus been successfully implemented in muny expressways in
2002. The system wus widely uccepted in Yunnun Province und Fujiun Province with its obvious udvuntuyges in
respect of the identificution rute und the identificution of speed compured to other similur products. With the
continuous effort of the Group in improving the technoloyy in the vehicle license identificution system in mechunicul
and electricul transportation projects, the Group will apply this system to other areus such us the monitoring of
city truffic conyestion und public security checkpoinfts.

The upplicution of the vehicle license identificaution technoloygy by the expresswuy owners on the toll collection
systems wus noted with u reduction in fraud. The Directors believe thut this technology cun be widely used in
expresswuy mechunicul und electricul frunsportution projects in the cominyg yeurs und will bring more profit for
the Group.

The Group's intelligent identificution munugement system, which wus developed bused on the theory of
rudio frequency technoloyy und the upplicution of contuctless smart curd in toll collection system is u raupid,
convenient und secured meuns of munuying vehicles, personnel und identificution documents. This innovutive
intelligent identificution munugement system hus been successfully upplied in the training und munuygement of
the Chinese uthletes und couches purticiputing in the 2002 Asiun Gumes in South Koreu. The reliubility und
effectiveness of the system hus won the dffirmation and pruises from officials of the State Sport General
Administration. In view of the demund of the murket, the Group will endeuvor to expund the upplicution of this
new technoloygy to other fields. The Directors unticipuate thut this technology will become d new source of
revenue for the Group in the future.
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HAIRMAN'’S STATEMENT

Prospects

The Group's struteyy still focuses on mechunicul und electricul trunsportation projects us well us the sule of
other products und projects. While sustuining the leuding position in the mechunicul und electricul tfrunsportation
enyineeriny of u single expresswuy, the Group will strive to find business opportunities on provincial expressway
network projects. In Februury 2003, the Group hus been shortlisted to tender for bids in the Provinciul Expresswuy
Network project in Yunnun Province, the mechunicul und electricul trunsportution project of Zhenyzhou-Xinxiung
Expressway in Henun Province und Chongming-Duibu Expressway in Yunnun Province. Meunwhile, the Group is
prepuring for the mechunicul und electricul trunsportation project of Yuunjiuny-Mojiuny Expressway in Yunnun
Province und Huhehuote-Jining expresswuy in Inner Monyoliu.

The recent development of the trunsportution industry of the PRC indicutes thut the expresswuys will develop
ut u fust puce in the followiny yeurs. The Directors believe thut it is u correct choice for the Group o focus on
expresswuy mechunicul und electricul trunsportation projects underpinhed by good relationship und ubundunt
enyineeriny experience ufter yeurs’ of uccumulution.

Appreciation

On behulf of the bourd, | would like to express my yrututuide to dll stuff for their dedicution und contribution.
Our stuff is the usset of the Group und they hold the key to the Group’s future success.

Daniel X.D.Yan
Chdirman

25 March 2003, Hony Konhy

Anyels Technholoyy Compuny Limited



ANAGEMENT’S DISCUSSION AND ANALYSIS

Financial Highlights

2002 2001 Chunyge

HK$’000 HK$'000
I " ———

OPERATING RESULTS

Turnover 23,423 18,048 +30%
Gross profit 2,892 4,103 -29%
Operuting expenses 14,348 13,245 +8%
Other operuting expenses 26,874 2,411 10 times
Share of loss of un ussociuted compuny 1,912 - n/u
Loss uttributuble to shureholders (40,183) (11,391 2.5 times
Loss per share - busic (21.32 cents) (7.75 cents) 1.8 times

FINANCIAL POSITION

Totul ussets 21,013 47,725 -56%
Cush und bunk bulunces 5,140 12,814 -60%
Shareholders’ funds 12,935 37,363 -65%

FINANCIAL RATIOS
Current ratio 1.7 3.8 -55%
Geuring rutio n/u n/u n/u

Financial Review

The humber of compunies pdrticipating in mechunical und electrical transportution projects is increusing in
the PRC, which hus brought keen competition to the industry. The difficult economic environment hus uffected
the Group’s performunce significuntly. During the yeur under review, the Group hus suffered from deluys und
cuncellutions of projects, muking it u difficult yeur for the Group. As u result, the Group hus to udjust its strateyies
to cope with the chunying muarket, for instunce, to ruise effective costs control und develop hew businesses und
products. However, ull these meusures could hurdly bring profit in u short period of time.

50HKS'rninion Turnover & Net Profit/ (Loss)
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ANAGEMENT’S DISCUSSION AND ANALYSIS

Turnover of the Group for the yeur ended 31 December 2002 wus upproximutely HK$23.4 million, representing
an increuse of upproximutely 30 per cent us compured with that of the previous year. In respect of the toll
collection systems, tfumover of HK$19.8 million wus derived from the Hubehuote Buotou Expresswuy project und
HK$1.8 million wus derived from Kunming-Yuxi Expressway and severdl other projects. Turnover of HK$1.8 million
wus derived from the concierge uccess control system und intelligent identificution munugement system luunched
in 2002. Gross profit muryin decreused from that of the previous yeur due to fiercer competition in the murket,

The Group yeneruted u loss uttributuble to shureholders of upproximutely HK$40.2 million for the yeur ended
31 December 2002, compured with upproximutely HKS$11.4 million for the yeur ended 31 December 2001,

representing un increuse of upproximutely HK$28.8 million. The significunt increuse of the loss uttributuble to
shureholders for the yeur ended 31 December 2002 wus muinly due to:

M the provision mude on doubtful debts of HKS0.5 million und written off the umounts due from customers for
confruct works of HK$10.7 million;

(@) the provisions mude for the impuirment loss on deposits for softwure development und fixed ussets of
HK$5.9 million und HK$0.3 million respectively, und the impuirment loss on yoodwill arising from ucyuisiton
of CTIA VSAT Network Limited ("CTIA") of upproximately HKS$8.1 million during the yeuar;

3) the amortisution of goodwill urising from the ucyuisition of CTIA since April 2002 wus HKS0.7 million; and
4) the shure of loss of CTIA, un ussociuted compuny, of HK$1.9 million.

Written off the amounts due from customer for contract works included HKS4.3 million for the Guungzhou-
Zhuhuai Eust Expressway. The Group wus d subcontractor und provided truffic surveillunce system and toll collection

system for the project. The project wus completed in 2001. As there is dispute umony the subcontructors, the
Directors consider the Group hus difficulty in recovering the cost incurred.

HKS million

- . Total assets, Shareholders’ fund

& Total liabilities

40

30

i Total asset

r' Shareholders’ fund

20
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-20

Anyels Technholoyy Compuny Limited



ANAGEMENT’S DISCUSSION AND ANALYSIS

The written off umount ulso included costs incurred for Kunrui Expresswuy linkuge center construction station
und the Kunming-Shilin Expresswuy project in Yunnun Province. However, the Trunsportation Depurtment of Yunnun
Province hus rescheduled the development of the roud network in Yunnun Province, it hus targeted to complete
the implementution of reyionul network for toll collection, fruffic surveillunce und expressway networks
communicution in Yunnun Province in & yeurs’ time. It will include the one-curd-puss electronic toll collection
technoloyy used in the provinciul expresswuy hetworks. As u result, the system requirements und system design
of the Kunming-Shilin Expresswuy project huve been chunyed und the contruct with the Group wus cuncelled.
The Kunrui Expresswuy linkuge center construction stution hus been combined with the provincidl expresswuy
linkuge center project in Yunnun Province. The owners will hold the tender for the mechunicul und electricul
tfrunsportation system for the revised projects. As un effort to ucyuire the contructs, the Group is in heyotiution
with the project owners. The umounts due from customers for contract works written off included HK$3.3 million
and HK$2.5 million costs incurred for the Kunrui Expressway linkage center construction stution and Kunming-Shilin
Expresswuy project respectively.

Lust yeur, the Group commenced the development of city fruffic munugement system, freight loyistic
munuygement information system und automutic control system for buildings. Due to the unfuvouruble murket
conditions of the expressway dand highway mechanical and electrical transportation engineering industry, the
Group hus udopted u more conservutive upprouch in its resedrch und development. The development in the
ubove dreus huve been terminuted. Future development will commence when the Group identities murket
opportunity und hus sufficient resources.

In April 2002, the Compuny indirectly ucyuired u 24% equity interest in Beijing Asiu Pucific Eust Communicution
Network Limited ("APECN") in PRC. APECN is principully enguyged in the reseurch und development of sutellite
communicution technoloyy solutions, the provision of the reluted consultuncy und technicul support services und
system inteyration services. Moreover, APECN ulso runs g multimediu dutu exchunye center, builds content
fransmission plutform und digitizes unulogue contents. Since the ucyuisition eight months uygo, the ylobul economic
downturn hus increused the uncertuinty ubout the recoverubility of the yoodwill urising from the ucquisition in
the neur future. Accordingly, munugement of the Group performed un ussessment of the recoveruble umount of
its goodwill. The ussessment wus bused on the vulue in use of the usset using the present vulue of estimuted
future cush flow. As u result of this ussessment, u provision for impuirment of HKS$8.1 million hus been mude for the
yeur ended 31 December 2002,

The loss per shure uttributuble to shureholders for the yeur ended 31 December 2002 wus HK21.32 cents. If the
provisions mude for the ubove impuirment losses on deposits for softwure development, fixed ussets und yoodwill
had not been tuken into uccount, the loss per shure uttributuble to shareholders for the yeur ended 31 December
2002 would huve been reduced to HK13.73 cenfs.

Indeed, the Group hus been implementing cost meusures to reduce operutionul costs. The increuse in the loss
attributuble to shureholders us u result of the fuctors mentioned ubove wus offset by the effect of uyyressive
cost reduction meusures beiny put in pluce in the ureus of heudcount, professionul fee und entertuinment. While
stuff cost remuined to be the lurgest component of the operuting costs, the totul heudcount wus reduced to 37
us of 31 December 2002. The Directors will continue to be vigilunt in controlling operating costs und muintuining
operutional efficiency with u view to muximizing the profitubility of the Group.
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ANAGEMENT’S DISCUSSION AND ANALYSIS

Capital structure, liquidity and financial resources

On 16 April 2002, the Compuny entered into u conditionul ugreement in respect of the ucqyuisition of u 40%
eqyuity interest in CTIA. The ucyuisition wus completed on 26 April 2002 und in considerution of the ucqyuisition, the
Compuny issued und ullotted of 12,000,000 hew ordinary shares of HK$0.10 euch ut an issue price of HKS$1.20 per
consideration shure representing u total consideration of HK$14,400,000. On 26 April 2002, the market value of the
shares in the Compuny wus HK$1.33 per share. Accordingly, the fair value of the share consideration wus
HK$15,960,000. As u result of the issue of 12,000,000 hew ordinury shares of HKS$0.10 euch, the issued share cupital
of the Compuny wus increused from HK$18,000,000 us ut 31 December 2001 to HK$19,200,000 us ut 31 December
2002,

At 31 December 2002, the Group hud cush und cush eyuivulents umounting to u totul of upproximautely
HK$5.1 million. Additionully, the Group’s yeuring ratio wus zero. This is bused on the division of long-term debt by
total ussets. The Group’s liquidity ratio is 1.7 with ho bunk borrowings.

The Group did hot huve uny churges on its ussets during the yeur ended 31 December 2002,
Foreign currency risk

The Group’s sules und purchuse ure muinly tfrunsucted in Renminbi und the books ure recorded in Hohy Kony
dollur. Since the exchunye rute fluctuution between Hony Kony dollur and Renminbi is very smuall, the foreign
exchunye risk is very low und ho hedyiny hus been mude.

Contingent liabilities
At 31 December 2002, the Group did hot have uny muterial contingent liubilities.
Employee information

The Group employed 37 full time employees with included 31 members of stuff employed in the PRC us ut 31
December 2002. Remunerution of the stuff comprised of monthly sulary, provident fund contributions, medicul
cluims, training progrummes, housinyg ullowunce und discretionury options bused on their contribution fo the
Group.

The Group hus hot experience uny significunt lubour disputes during the yeur under review which led to the
disruption of its normul business operutions. The Directors consider the Group’s relutionship with its employees to
be yood.

Material acquisitions and significant investment

In April 2002, the Compuny ucyuired u 40% eyuity interest in CTIA thereby the Compuny indirectly ucyuired u
24% equity interest in APECN. APECN is principully enguged in the reseurch und development of sutellite
communicution technoloyy solutions, the provision of the reluted consultuncy und technicul support services und
system inteyration services. Moreover, APECN dlso runs u multimediu dutu exchunhye center, builds content
frunsmission plutform und diyitizes unulogyue contents,

Ofther thun the ubove, the Group hus ho muterial ucqyuisition or disposul of subsidiuries und uffiliuted compunies
during the yeur ended 31 December 2002. It hus ho pluns for materiul investment or cupitul ussets.

Anyels Technholoyy Compuny Limited



OMPARISON OF BUSINESS OBJECTIVES WITH ACTUAL BUSINESS PROGRESS

The followiny is u compurison of the uctuul business proyress us meusured uyuinst the stutement of business
objective set out in the prospectus (the “Prospectus”) of the Compuny duted 22 Auyust 2001, for the yeur ended
31 December 2002. The munuyement of the Group reviews its business objectives und struteyies on un onyoiny

busis und mukes udjustments us hecessary.
Business Objectives
Transportation technology solutions

o Complete the Niun Bei Expresswuy project

o Complete the system design of trunsportation
technoloyy solutfions for the 11 expresswuys in
Guunydony Province

o Complete systems design for the uutopuss toll
collection system on the Guunyzhou Huunun
Expresswuy

o Complete the uutopuss toll collection system

onh the Guunyzhou Huunun Expresswuy

Freight logistics management information system

o Complete the implementution of the loyistics
munuyement informution system on one truck
depot in Guunyzhou.

o Commence the deployment of the Guunyzhou
loyistics munuyement information system on
fruck depots in Guunyzhou.

Research and development

o Reseurch on smull-sized SDH system

Actual Business Progress

The project is hot yet uchieved. The customer hus u
lot of variations in the project specificutions und detuils
of the system requirement.

System desiyn hud been completed.

Initial system architectural design work had been
finished. The Group hud conducted u detuiled unalysis
of the customer’s requirements und commenced to
produce detuiled system design.

The Group wus in negotiation with the customers
regurding the project of the uuto-puss toll collection
system on the Guunyzhou Huunun Expressway.

The Group completed the toll collection system of
Huhehuote-Buotou Expresswuy project during the
period.

Due to the slower-thun-expected puth of sefting up
the truck depot in Guunyzhou, the development of
the loyistic munugement system hus slowed down.

Due to the deluy in setting up the tfruck depot in
Guunyzhou, the project development wus postponed.

Due to the rupid development of wireless dutu
fransmission fechnholoyy, the Group hud upplied the
2.5G technoloyy for the development of the Group’s
smull-sized SDH system.
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Business Objectives

o Develop "B&A Expresswuy Toll Collection
System” on IBM AS/400 plutform

o Reseurch on the smurt-curd uuto-desputch
muchine

Resources, employment and administration

o Recruit one professionul with strony
buckyrounds in loyistics munuygement. Use of
proceeds from the issuing of hew shures

o Improve the Group's fruining fucilities

Use of Proceeds

OMPARISON OF BUSINESS OBJECTIVES WITH ACTUAL BUSINESS PROGRESS

Actual Business Progress

The System operuted on IBM AS/400 plutform hus been
successfully implemented on the Kunming-Yuxi
Expressway project.

The Group hud luunched the ubove upyruded
products under the hume "B&A Expressway Toll
Collection System”.

The Group hud completed the reseurch on the smurt-
curd uuto disputch muchine. This product hus been
used in Guunyzhou-Zhuhui Eust Expressway toll
collection system.

The Group entered into u memorundum of
understunding with QUALCOMM Incorporuted to form
u struteyic cooperution with u view to ussisting un
operutor of CDMA wireless telecommunicution
networks in the PRC in the deployment of locution
bused services using in CDMA wireless
telecommunicution hetworks in PRC.

The Group hud completed the system inteyrution und
the triul operution network of the deployment of
locution bused services bused on QUALCOMM
Incorporuted’s gpsOne™ technoloyy.

Due to the deluy in the freight loyistic munugement
informution system project, the recruitment of u
professional in loyistics management is suspended.

Three new stuff for the Group’s reseurch und
development feum huve been recruited.

The Group hud nho further plan to pursue this objective.
The Group hus been implementing control meusures
to reduce operutionul costs. No further resource wus
dpplied for improving the Group’s truining fucilities.

For the yeur ended 31 December 2002, the net proceeds hud been upplied in the following ureus:

Proposed Proposed Actuul
(us per Prospectus)
HKS$ million HKS$ million HKS$ million

(us revised)*

Traunsportution technoloyy solutions 3.0 3.1 3.1
Freight loyistics munugement information system 3.0 0.5 0.5
Reseurch und development 2.0 24 24
Resources, employment und uadministration 0.7 0.1 0.1

8.7 6.1 6.1

*  Pleuse refer to the Compuny’s unnouncement on “Chunye in upplicutions of the IPO proceeds” duted 21 November

2002.

At 31 December 2002, the unused proceeds of HK$0.4 million were deposited ut bunks.
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ROFILES OF DIRECTORS AND SENIOR MANAGEMENT

Executive Directors

Mr. YAN, Duniel X.D., uged 40, uppointed on 7 April 2000, is the Chuirmun of the Compuny. Mr. Yan is primarily
responsible for the Group’s overull struteyic plunning, business development und sules und murketing since the
estublishment of Beijing Angels in 1996. Mr. Yun, beiny the founder of the Group, hus over 15 yeurs of experience
in informution technoloyy industry in the PRC, purticularly in the ureu of strateyic plunning, business development,
sules und murketing. He holds u buchelor’'s deyree in muthemutics und computer science from the Cupitul
University of Economics und Trude, the PRC.

Mr. LAU, Andrew Kim, uged 34, uppointed on 7 April 2000, is un executive director of the Compuny. Mr. Luu is
primarily responsible for the Group’s overdll strategic planning uand formulation of corporate strategy of the Sales
and Marketing Operation. Mr. Lau graduated from Dalian Maritime University, the PRC in 1992, Mr. Lau joined the
Group in October 1996.

Mr. ZHU Quun, uged 40, uppointed on 11 Junuury 2001, is un executive director of the Compuny. Mr. Zhu is
primarily responsible for the Group’s reseurch und development uctivities und munuygement of the projects. Mr.
Zhu holds u buchelor’s deyree in muthemuatics und computer science from the Cupital University of Economics
and Trade. Mr. Zhu joined the Group in Muy 1996 us the yenerul munuyer.

Ms. SHEK Yiny, Christine, uged 32, uppointed on 11 Junuury 2001, is un executive director of the Compuny.
Ms. Shek is primarily responsible for the Group’s overseus business development uand cooperation with foreigh
business purtners. Ms. Shek holds u buchelor’s deygree in English Lunguuye und Literuture from Beijing Normul
University. After graduation in 1992, Ms. Shek worked for un information technology compuny for approximately
six yeurs. Ms. Shek joined the Group in April 2000. Ms. Shek is the spouse of Mr. Luu, Andrew Kim.,

Independent Non-executive Directors

Mr. YANG Xiuopiny, uyged 40, uppointed on 11 Junuary 2001, is un independent non-executive director of the
Compuny. Mr. Yuny is currently un executive director of Hony Kony Fortune Limited, u compuny listed on the
Stock Exchunye.

Mr. ZHAO Miny, uged 45, uppointed on 11 Junuury 2001, is un independent nhon-executive director of the
Compuny. Mr. Zhuo is currently the yenerul munuyger of Churter Hurvest Shipping Limited. Mr. Zhuo holds u
Muster’s deygree in Arts from the University of Texus ut Austin, the US und u buchelor’'s degree in chemistry from
Zhonyshun University, the PRC.
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ROFILES OF DIRECTORS AND SENIOR MANAGEMENT

Senior Management

Mr. ZHU Jia Wei, uged 65, is the chief technicul consultunt of the Group. Mr. Zhu joined the Group in 1996 us
the chief tfechnicul consultunt to provide technicul support to the Group’s products und services. After gruduation
from the fuculty of computer science of Tsinghuu University, the PRC in 1959, Mr. Zhu lectured ut Tsinghuu
University and becume u professor in 1986, Mr. Zhu wus awarded the Outstanding Experts Award by the Ministry of
Personnel of the PRC in 1988.

Dr. MIAO Yony Xiuny, Michuel, uged 40, is the yenerdl munuyer of the Group. Dr. Miuo ussists in estublishinyg
und implementing the corporute development strateyies of the Compuny. Dr. Mido holds u doctorute’s degree
in Enygineering Thermophysics from Odessu Lomonosov Technoloyicul Institute, Former Soviet Union. Dr. Miuo
joined the Group in November 2001 und hus over 10 yeurs of experience in informution technoloyy industry.

Mr. JIN Ji Dony, uyged 40, is the heud of the systems depurtment of the Group. Mr. Jin is responsible for the
systems urchitecture desigynh und the prepuration of tender documents. Mr. Jin holds u buchelor’s deyree in
muthemutics und computer science from the Cupital University of Economics und Trude, the PRC. Before joininyg
the Group in Murch 1997, Mr. Jin lectured us un ussistunt professor ut the Cupital University of Economics und
Trude, the PRC.

Mr. YAN Xigo Qiuny, uged 33, is the ussistunt general manuger of the Group. Mr. Yan Xiuo Qiung holds u
buchelor’s deyree in electricul enygineering from Harbin Industrial University, the PRC. Mr. Yun joined the Group in
1996 und is the brother of Mr. Yun, Duniel X.D.

Mr. TIAN Xiu Zhun, uged 39, is the heud of the ehyineering depurtment of the Group. Mr. Tiun holds u muster’s
deyree in felecommunicutions enygineering from Northern Jiuotony University, the PRC und u muster’s deyree in
electricul enygineering from Zurich Federdl Institute of Technoloyy, Switzerlund. Mr. Tiun joined the Group in 1998
and hus over 10 yeurs of experience in soffwure development,

Ms. HON Yin Wuh, Evu, uged 31, is the finunciul controller und compuny secretury of the Compuny. Ms. Hon is
primarily responsible for the Group’s finunce projection, finunciul control und uccounting of the Group. Ms. Hon
holds u buchelor’s deyree in Business Administration from the Hony Konhy University of Science und Technoloyy.
Ms. Hon is un ussociute member of the Hony Kony Society of Accountunts und u fellow of the Associution of
Churtered Certified Accountunts. Prior to joining the Group in Murch 2000, Ms. Hon worked us u munuger in un
internutionul uccounting firm.

Ms. WANG Jiu Niny, uged 54, is the finunciul munuyer of the Group. Ms. Wuny hus over 20 yeurs of experience
in the uccounting field in the PRC. Before joining the Group in 1996, Ms. Wuny worked for u governmentul
institution us the heud of the finunce division.
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The Directors ure pleused to present their report toyether with the audited uccounts of the Compuny und its
subsidiuries (collectively refer to the "Group”) for the yeur ended 31 December 2002.

Principal Activities and Geographical Analysis of Operations

The Compuny is un investment holding compuny. The principul uctivities of its subsidiuries ure set out in hote
13 to the uccounts.

No seygment informution is presented us substuntially all the Group’s turnover und conftribution to operuting
results were derived from the provision of trunsportution technoloyy solutions carried out in the PRC.

Change of Name

Pursuunt to u speciul resolution pussed ut the unnuul yenerul meeting held on 25 April 2002, the English hume
of the Compuny hus been chunyged to “Angels Technology Compuny Limited” und the Chihese hume of the
Compuny hus been chungyed fo [REZMAERAE ] .
Results and Appropriations

The results of the Group for the yeur ended 31 December 2002 ure set out in the consoliduted profit und loss
account on puye 22,

The Directors do hot recommend the puyment of u dividend for the yeur ended 31 December 2002.
Fixed Assets

Detuils of movements in fixed ussets of the Group ure set out in hote 12 to the uccounts.
Share Capital

Detuils of movements in the shure cupitul of the Compuny ure set out in hote 23 to the uccounts.
Reserves

Detuils of movements in the reserves of the Group und the Compuny dre set out in hote 25 to the uccounts.

Anyels Technologyy Compuny Limited
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EPORT OF THE DIRECTORS

Directors
The Directors during the yeur und up to the dute of this report were:
Executive Directors

Mr. Yan, Duniel X.D.
Mr. Lau, Ahdrew Kim
Mr. Zhu Quun

Ms. Shek Yihy, Christine
Independent Non-Executive Directors

Mr. Yany Xiuopiny
Mr. Zhuo Miny

In uccordunce with the article 87(1) of urticles of ussociution of the Compuny, Ms. Shek Yiny, Christine retires
from office und, beiny eligible, offer herself for re-election ut the forthcoming unnuul generdl meeting.

Directors’ Service Contracts

Euch of the executive Directors hus entered intfo u service contruct with the Compuny for u term of three
yeurs commencing from 7 April 2000 (in the cuses of Mr. Yun, Duniel X.D. und Mr. Luu, Andrew Kim) und 11
Junuary 2001 (in the cuses of Mr. Zhu Quun und Ms. Shek Yihy, Christine) respectively. The service contructs shull
continue thereufter until terminuted by either purty giving the other not less thun 90 duys’ notice ufter the
expiration of the suid initiul fixed term.

Directors’ and Chief Executives’ Interests in Securities
At 31 December 2002, uccording to the reyister required to be kept by the Compuny pursuunt to Section 29

of the Securities (Disclosure of Interests) Ordinunce ("SDI Ordinunce”), the interests of the Directors, the chief
executives of the Compuny und their respective ussociuted corporutions were us follows:

Number of

outstundiny

Number of Shures options

Personul Family Corporute Other Personul

Nume Notes Interest  Interest Interest Interest Interest
|
Mr. Yan, Duniel X.D. 1&3 N/A N/A 81,900,000 N/A 1,500,000
Mr. Lau, Kim Andrew 2&3 N/A N/A 35,100,000 N/A 1,000,000

Mr. Zhu Quun 3 N/A N/A N/A N/A 1,000,000
Ms. Shek Ying, Christine 3 N/A N/A N/A N/A 400,000

Notes:

1. These shures ure held by Sebustiun Internutional Holdings Limited (“Sebustiun”), u compuny incorporuted in the
British Virgin Islunds. Mr. Yun, Duniel X.D. is the sole shureholder und the sole director of Sebustiun.,

Anyels Technholoyy Compuny Limited
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2. These shures ure held by Mituc Internutional Holdings Limited (*"Mituc”), a compuny incorporuted in the British Virgin
Islunds. Mr. Lau, Andrew Kim is the sole shureholder und the sole director of Mituc.

3. Shure options were yrunted pursuunt to the shure option scheme set out below in the section heuded “Shure
Option”.

Suve us disclosed ubove, ut 31 December 2002, none of the Directors or their ussociutes had uny personul,
family, corporute or other inferests in the shares of the Compuny or uny of its ussociuted corporutions us defined
in the SDI Ordinunce or which, pursuunt to Rules 5.40 to 5.59 of the GEM Listing Rules, were required to be notified
to the Compuny und the Stock Exchunye.

Share Option

The Compuny’s shure option scheme (the “Scheme”), wus udopted pursuunt to u resolution pussed on 16
August 2001 for the purpose of providing incentives to directors und eligible employees und, unless otherwise
cuncelled or umended, will expire on 16 August 2011. Under the Scheme, u duly uuthorised committee. (the
"Committee”) of the bourd of directors of the Compuny, including the independent hon-executive directors of
the Compuny, muy ygrunt options to eligible employees, including executive directors of the Compuny or uny of
its subsidiuries, to subscribe for shures in the Compuny.

The muximum nhumber of shares in respect of which options muy be yrunted under the Scheme shull hot
exceed 13,000,000 shures, beinyg 10% (the “Scheme Mundute Limit”) of the issued shure cupital of the Compuny
us ut the dute of un udoption of the Scheme. The Scheme Mundute Limit muy be renewed by the upproval of
shureholders proposed thut the number of shures under outstunding options shull hot exceed 30% of the totul
issued shure cupitul in issue from time to time. No eligible employee shull be yrunted options in uny 12-month
period up to the dute of yrunt which would result in the totul humber of shures issued or to be issued upon
exercise of the options grunted (including both exercised und outstunding options) exceeding 1% of the ugygregute
number of shures for the time beiny in issue.

HK$10 shall be puid to the Compuny upon ucceptunce of the option. Options mMuy be exercised ut uny time
during the period to be hotified by the Committee to euch yruntee provided the period within which the option
must be exercised shull hot be less thun three yeurs und hot more thun ten yeurs from the dute of grunt of the
option. The Scheme does hot set u minimum period for which un option Must be held before it cun be exercised
und it is ut the discretion of the Committee to respohse such u requirement. The exercise price will hot be less
than the highest of (i) the hominal umount of u share, (i) the closing price of the Compuny’s shures on the dute
of grunt, and (iii) un umount determined by the Committee beiny not less thun the uveruyge closing price of the
shures for the five business duys immediutely preceding the dute of grunt.

The finunciul impuct of shure options yrunted is not recorded in the Compuny’s or the Group’s bulunce sheet
until such time us the options ure exercised, und no churge is recoghised in the profit and loss uccount in respect
of the vulue of options yrunted in the yeur. Upon the exercise of the shure option, the resulting shures issued ure
recorded by the Compuny us udditional share cupital at the nominal value of the shares and the excess of the
exercise price per shure over the hominul vulue of the shares is recorded by the Compuny in the share premium
account, Options which lupsed or ure cuncelled prior to their exercise dute ure deleted from the reyister of
outstunding options.
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A summury of the detuils of shure options yrunted to certuin Directors und employees to subscribe for shures
in the Compuny is us follows:

Number of
shure options
grunted during

Exercise the yeur und at

Dute Exercisuble period price 31 December

Nume of yrunt (both dutes inclusive) HKS 2002
|
Mr. Yan, Duniel X.D. 28.3.2002 10.8.2002 t0 9.8.2011 1.28 750,000
28.3.2002 10.8.2003 t0 9.8.2011 1.28 750,000

Mr. Lau, Andrew Kim 28.3.2002 10.8.2002 t0 9.8.2011 1.28 500,000
28.3.2002 10.8.2003 t0 9.8.2011 1.28 500,000

Mr. Zhu Quun 28.3.2002 10.8.2002 t0 9.8.2011 1.28 500,000
28.3.2002 10.8.2003 t0 9.8.2011 1.28 500,000

Ms. Shek Ying, Christine 28.3.2002 10.8.2002 to 9.8.2011 1.28 200,000
28.3.2002 10.8.2003 t0 9.8.2011 1.28 200,000

Employees 28.3.2002 10.8.2002 t0 9.8.2011 1.28 2,216,000
28.3.2002 10.8.2003 t0 9.8.2011 1.28 2,172,000

8,288,000

At the dute before the options were grunted, 27 March 2002, the closing price wus HK$1.30 und ut the dute
of options were grunted, 28 March 2002, the closing price wus HK$1.28.

No options huve been exercised, cuncelled or lupsed during the period from the dute of yrunt to 31 December
2002,

At 31 December 2002, the number of shures in respect of which options hud been yrunted under the shure
option scheme wus 8,288,000 representing 4.3% of the shures of the Compuny in issue ut thut dute.

In order to comply with the new reqguirements of Chupter 23 of the GEM Listing Rules, un ordinary resolution
will be proposed ut the forthcoming unnuul yenerul meeting to udopt U new shure option scheme und to
terminute the Scheme.

Directors’ Interests in Contracts
No contructs of significunce in relution to the Group’s business to which the Compuny or its subsidiuries wus u

purty und in which u Director hud u muteriul interest, whether directly or indirectly, subsisted ut the end of the
yeur or ut uny time during the yeur.
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Connected Transaction

Duriny the yeur, the Group udvunced HK$93,000 to Mr. Yun Xiuo Qiuny, ussistunt generul munuger of the
Group, which remuined outstunding us ut 31 December 2002. Mr. Yun is the brother of Mr. Yun Duniel X. D.. The
umount is unsecured, inferest free und hus ho fixed terms of repuyment. The Directors ure of the opinion thut the
frunsuction wus curried out in the hormul course of business of the Group.

The transuction fulls within Rule 20.23 of the GEM Listing Rules us the totul considerution is less than the higher
of (a) HKS$1,000,000 or (b) 0.03% of the consoliduted net tungible ussets of the Compuny. Such fransaction wus
therefore exempted from the reporting, unnouncement und shareholders’ upproval reguirements.

Directors’ and Chief Executive’s Rights to acquire Shares or Debt Securities

Suve us disclosed in the section heuded “Share Option” ubove, heither the Compuny hor any of its subsidiaries
wus u purty to uny urrungements to enuble the Directors und chief executive of the Compuny to ucyuire
benefits by meuns of the ucquisition of shures in, or debt securities, including debentures, of the Compuny or uny
other body corporute, und hone of the Directors und chief executive of the Compuny or their spouses or children
under the uye of 18, hud uny right to subscribe for the securities of the Compuny, or hud exercised uny such
rights, us ut 31 December 2002.

Substantial Shareholders
At 31 December 2002, the reyister of substuntiul shareholders muintuined under Section 16(1) of the SDI

Ordihunce showed thut the Compuny hus been notified of the followiny interests, being 10% or more of the
Compuny’s issued shure cupitul.

Number Percentuye

Nume Note of Shures of holding (%)

|

Sebustiun 1 81,900,000 42.6

Mitac 2 35,100,000 18.3
Notes:

1. Sebustiun is u compuny incorporuted in the British Virgin Islunds with limited liubility, und wholly owhed by Mr. Yun,

Duniel X.D., the Chuirmun und un executive director of the Compuny.
2. Mituc is u compuny incorporuted in the British Virgin Islunds with limited liubility, und wholly owned by Mr. Luu,

Andrew Kim, un executive director of the Compuny.
Management Contracts

No contructs concerning the munugement und administration of the whole or uny substuntial purt of the
business of the Compuny were entered into or existed during the yeur.

Convertible Securities, Options, Warrants or other similar rights

Apurt from the shure options, detuils of which ure set out ubove in the section heuded "Shure Option”, the
Compuny hud no outstundiny convertible securities, options, wurrunts or other similur rights us ut 31 December
2002. There hud been no exercise of convertible securities, options, wurrants or other similur rights during the yeur
ended 31 December 2002.
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Major Customers and Suppliers

Information in respect of the Group’s sules und purchuses uttributable to the mujor customers und suppliers
respectively during the yeurs ended 31 December 2002 und 2001 ure us follow:

Percentuye of the Group’s totul

Sules Purchuses
2002 2001 2002 2001
|
The luryest customer 85% 71%
Five lurgest customers in ugyreyute 95% 100%
The larygest supplier 73% 12%
Five lurgest suppliers in uyygreyute 82% 52%

None of the Directors, their ussociutes or uny shureholders (which to the knowledye of the Directors, own
more thun 5% of the Compuny’s shure cupital) hud uny interest in these mujor customers und suppliers.

Competing Interest

None of the Directors or the munuyement shareholders (us defined in the GEM Listing Rules) of the Compuny
had un interest in u business which competes or muy compete with the business of the Group.

Distributable Reserves

Distributuble reserves of the Compuany ut 31 December 2002 umounted to HK$12,426,000 (2001: HK$20,498,000).
Under section 34 of the Compunies Luw (2000 Revision) of the Cuymun Islunds, the shure premium is uvuiluble for
distribution to shareholders subject to the provision of the Articles of Associution of the Compuny und ho distribution

shull be puid to shareholders out of the shure premium unless the Compuny shull be uble to puy its debts us they
fall due in the ordinury course of business.

Pre-emptive Rights

No pre-emptive rights exist under the laws in the Cayman Islands, being the jurisdiction in which the Compuny
is incorporuted.

Purchase, Sale or Redemption of Shares

During the yeur ended 31 December 2002, neither the Compuny hor its subsidiuries had purchused or sold or
redeemed uny of the Compuny’s shures.

Sponsor’s Interest

Pursuunt to un ugreement duted 21 August 2001 entered into between the Compuny und DBS Asiu Cupitul
Limited ("DBS Asia”), DBS Asiu wus entitled to receive u fee in respect of ucting us the Compauny’s sponsor ds
required under the GEM Listing Rules for the period from 30 August 2001 to 31 December 2003. On 29 August 2002,
the sponsor ugreement wus tferminuted.
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Pursuunt to un uygreement duted 23 August 2002 entered intfo between the Compuny und Asiu Investment
Cupitdl Limited (“Asiu Investment Cupital”), Asiu Investment Cupitul hus been uppointed by the Compuny to
repluce DBS Asiu us the Compuny’s sponsor und is entitled to receive u fee for the period from 30 August 2002 to
31 December 2003.

Suve us disclosed herein, none of Asiu Investment Cupitdl, its directors, employees or ussociutes (us referred
to in Rule 6.35 of the GEM Listing Rules) hud uny interests in uny cluss of securities of the Compuny or uny other
compuny in the Group (includinyg options or rights to subscribe for such securities) us ut 31 December 2002.

Compliance with the GEM Listing Rules

The Compuny hus complied with the GEM Listing Rules except thut the independent non-executive directors
dre not uppointed for u specific term. The independent nhonh-executive directors ure subject to retirement by
rotution und re-election ut the unnuul generul meeting of the Compuny in uccordunce with the provisions of the
articles of ussociution of the Compuny.

Board Practices and Procedures

The Compuny hus complied throughout the yeur ended 31 December 2002 with Bourd Pructices und Procedures
us set out in rules 5.28 to 5.39 to the GEM Listing Rules.

Audit Committee

The Compuny estublished un audit committee on 16 August 2001 comprising the independent hon-executive
directors, Mr. Yuny Xiuoping und Mr. Zhuo Ming. The written terms of reference of the audit committee comply
with the GEM Listing Rules. The primary duties of the uudit committee ure to review the Compuny’s unnuul reports
and daccounts, half-year reports und yuarterly reports und to provide audvice und comments thereon to the
Bourd. The uudit committee of the Bourd will ulso be responhsible for supervising und reviewiny the finunciul
reporting process und internul control system of the Group.

The uudit committee held four meetings during the yeur ended 31 December 2002.

Auditors

In Junuury 2003, the Bourd of Directors uccepted the resignution of PricewuterhouseCoopers, who ucted us
auditors of the Compuny for the pust one yeur und Messrs. RSM Nelson Wheeler were uppointed us uuditors of
the Compuny tfo fill in the cusuul vucuncy. A resolution for the re-uppointment of Messrs. RSM Nelson Wheeler us
the Compuny’s uuditors for the ensuinyg yeur will be proposed ut the forthcominyg unnuul yenerul meeting.

By order of the Bourd

Daniel X.D. Yan
Chuirman

25 March 2003, Hony Kohy
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UDITORS’ REPORT

RSM Nelson Wheeler
# A X 2 5 R 17
Certified Public Accountants

AUDITORS’ REPORT TO THE SHAREHOLDERS OF

ANGELS TECHNOLOGY COMPANY LIMITED

(formerly known us Angels Trunsport Technology Compuny Limited)
(incorporated in the Caymun Islands with limited liability)

We huve uudited the uccounts on pugyes 22 to 49 which huve been prepured in uccordunce with uccounting
principles yenerully uccepted in Hony Kony.

Respective responsibilities of directors and auditors

The Directors ure required to prepure uccounts which ygive u frue und fuir view. In prepuring uccounts which
ygive u frue und fuir view it is fundumentul that uppropriute uccounting policies ure selected und upplied
consistently.

It is our responsibility to form un independent opinion, bused on our uudit, on those uccounts und to report
our opinion to you.

Basis of opinion

We conducted our uudit in uccordunce with Stutements of Auditing Stundurds issued by the Hony Kony
Society of Accountunts. An uudit includes exuminution, on u test busis, of evidence relevunt to the umounts und
disclosures in the uccounts. It dlso includes un ussessment of the significunt estimutes und judgements mude by
the directors in the prepurution of the uccounts, und of whether the uccounting policies ure uppropriute to the
circumstunces of the Compuny und the Group, consistently upplied und udeyuutely disclosed.

We plunned und performed our uudit so us to obtuin dll the information und explunutions which we considered
necessury in order to provide us with sufficient evidence to yive reusonuble ussurunce us to whether the uccounts
dure free from muterial misstutement. In forminyg our opinion we ulso evuluuted the overdll udeyuucy of the
presentution of informution in the uccounts. We believe thut our uudit provides u reusonuble busis for our
opinion.

Fundamental uncertainty relating to going concern

In forming our opinion, we have considered the adeqyuucy of the disclosures made in the uccounts concerning
the busis of prepurution mude by the Directors. The uccounts huve been prepured on u yoiny concern busis,
the vulidity of which depends upon the ubility of the Group to uttuin profituble und positive cush flows operutions
to meet its future working cupital und finunciul requirements. The uccounts do not include uny udjustments that
would result from u failure to uttuin profituble und positive cush flow operations. Detuils of the circumstunces
reluting to this fundumentul uncertuinty dure described in note 2(u) to the uccounts. We consider thut the
fundumentul uncertuinty hus been udeyuutely disclosed in the uccounts und our opinion is hot yudlified in this
respect,
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Opinion
In our opinion the uccounts yive u true und fuir view of the stute of uffuirs of the Compuny und of the Group

us ut 31 December 2002 und of the Group’s loss und cush flows for the yeur then ended und huve been properly
prepured in uccordunce with the disclosure requirements of the Hony Kony Compunies Ordinunce.

RSM Nelson Wheeler
Certified Public Accountunts

25 March 2003, Hony Kohy
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ONSOLIDATED PROFIT AND LOSS ACCOUNT

For the yeur ended 31 December 2002

2002 2001

Note HK$'000 HK$'000

Turnover 3 23,423 18,048
Cost of services (20,531 (13.,945)
Gross profit 2,892 4,103
Other revenue 3 59 162
Distribution costs (3.937) 1.877)
Administrative expenses (10,417) (11.,368)
Other operuting expenses (26,874) 2.4170)
Operuting loss 4 (38,271) (11,391)
Share of loss of un ussociuted compuny (1,912 -
Loss before tuxution (40,183) 11,391
Tuxation 5 - -
Loss uttributuble to shareholders 6 (40,183) 11,391
Loss per share - busic 8 (21.32) cents (7.75) cents

Angels Technology Company Limited



ONSOLIDATED BALANCE SHEET

As ut 31 December 2002

Non-current ussets
Goodwill

Note

11

2002

HK$"000

1,160

2001

HK$"000
I " ———

Fixed ussets 12
Interests in un ussociuted compuny 14 5,336 -
Lony-term investments 15 805 467
Deposits for software development 16 - 6,215
7.301 8,582
Current ussets
Amounts due from customers for contract works 17 2,569 18.471
Trude receivubles 18 4,698 4,680
Deposits, prepuyments and other receivables 1,305 3.178
Cush und bunk bulunces 19 5,140 12,814
13,712 39,143
Current liubilities
Amounts due to customers for contract works 17 269 -
Receipt in udvunce - 66
Trude puyubles 20 2,051 4,754
Accrued charges und other puyables 4,552 4,221
Warrunty provision 21 1,206 1.321
8,078 10,362
Net current ussets 5,634 28,781
Net ussets 12,935 37.363
Finunced by:
Share cupital 23 19,200 18,000
Reserves 25 (6.265) 19.363
12,935 37.363

Yan, Daniel X.D.
Director

Lau, Andrew Kim

Director

Angels Technology Company Limited
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As ut 31 December 2002

Non-current ussets

Note

2002
HK$"000

2001

HK$"000

Investments in subsidiaries 13 28,857 32,491
Interests in un ussociuted compuny 14 7,160 -
36,017 32,491
Current ussets
Deposits, prepuyments und other receivubles 12 499
Cush und bunk bulunces 122 10,090
134 10,589
Current lidbilities
Accrued charges und other puyubles 528 574
Amounts due to subsidiaries 22 81 92
609 666
Net current (liubilities)/ussets (475) 9,923
Net ussets 35,542 42,414
Finunced by:
Share cupital 23 19,200 18,000
Reserves 25 16,342 24,414
35,542 42,414

Yan, Daniel X.D.
Director

Lau, Andrew Kim

Director

Angels Technology Company Limited



ONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the yeur ended 31 December 2002

Share Totadl Totul
caupitdl reserves eyuity
Note HK$"000 HK$"000 HK$"000
___________________________________________________________________________________________________________________________|
At 1 January 2001 - 13,125 13,125
Acyuisition of subsidiuries 23 13,000 - 13,000
Reserve urising from the
Reconstruction 25 - (3.046) (3.046)
Exchunye differences urising on
the franslation of the uccounts
of overseus subsidiaries 25 - (135) (135)
Issue of shares upon listing 23 & 25 5,000 30,000 35,000
Issuiny expenses 25 - (9.190) (9,190)
Loss for the yeur 25 - (11,391 (11,391)
At 31 December 2001 18,000 19,363 37,363
Acyuisition of un ussociuted
compuny 23 & 25 1,200 14,760 15,960
Issuiny expenses 25 - (205) (205)
Loss for the yeur 25 - (40,183) (40,183)
At 31 December 2002 19,200 (6,265) 12,935
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For the yeur ended 31 December 2002

ONSOLIDATED CASH FLOW STATEMENT

2002 2001
Note HKS$'000 HK$"000
|
Net cush outflow from operuting uctivities 26(u) (7.225) (6,039
Investing activities
Purchuse of fixed ussets (245) (847)
Sule of fixed ussets - 156
Purchuse of long-term investment (338) -
Refund/(puyment) for softwure development costs 280 (6,215
Interest received 59 162
Net cush outflow from investing uctivities (244) (6.738)
Finuncing uctivities 26(b)
Issue of ordinury shaures - 35,000
Shure issue expenses (205) (9,190
Louns from directors - 1,832
Repuyment of umounts borrowed - (2,160
Net cush (outflow)/inflow from finuncing (205) 25,482
(Decreuse)/increuse in cush and bunk bulances (7.674) 12,705
Cush und bunk bulunces ut 1 Junuary 12,814 244
Effect of foreigyn exchunye rute chunyes - (135)
Cush und bunk bulunces at 31 December 5,140 12.814

Angels Technology Company Limited



OTES TO THE ACCOUNTS

1. General

() The Compuny wus incorporuted in the Cuymun Islunds on 7 April 2000 us un exempted compuny
with limited liubility under the Compunies Luw (2000 Revision) of the Cuymun Islunds. The Compuny’s
shures were listed on the Growth Enterprise Market ("GEM”) on 30 August 2001.

Pursuunt to u speciul resolution pussed ut the unnuul generul meeting held on 25 April 2002, the
Enylish hume of the Compuny hus been chunyged to “Anhgyels Techhologyy Compuny Limited” und
the Chinese hume of the Compuny hus been chunyed to [ & i ffi A BRA 7 ] .

) On 16 August 2001, pursuunt to u group reconstruction (the “Reconstruction”) in prepurution for u
listing of the Compuny’s shares on GEM, the Compuny ucyuired the entire issued share cupital of
Angels Intelligent Trunsportution Systems Compuny Limited (*Angels Trunsport”) und Anygels Loyistics
Systems (Guunyzhou) Compuny Limited ("Angels Loyistics”) through u shure swup und becume
the holding compuny of Anygels Trunsport und Angels Loyistics und their subsidiuries. The resulting
entity from the Reconstruction is regyurded us u continuing entity. Accordingly, in uccordunce with
Statement of Stundurd Accounting Practice ("SSAP”) No. 27, “"Accountinyg for Group Reconstructions”,
the uccounts of the Group for the yeur ended 31 December 2002, including the compurative
figures, have been prepured oh u merger busis us if the Compuny had always been the holding
compuny of the Group. Detuils of the Reconstruction ure set out in the prospectus (the “Prospectus”)
of the Compuny duted 22 August 2001.

(©) The Compuny is un investment holding compuny. The principul uctivities of its subsidiuries und un
ussociuted compuny dre set out in hotes 13 und 14 respectively,

2. Principal accounting policies

The principul accounting policies udopted in the preparation of these consoliduted uccounts are set out
below:

(a) Basis of preparation

The Group incurred d loss uttributable to shareholders of HK$40,183,000 und reported u significant
net cush outflow from operuting uctivities of HK$7,225,000 for the yeur ended 31 December 2002.

The Directors huve continued to tighten cost controls over operuting costs to improve the cush
flows, profitubility und operutions of the Group. The Directors believe thut the Group will have
sufficient working cupitdl for its future operutional requirements. Accordingly, the uccounts huve
been prepured onh u yoiny concern busis. Currently, the Group’s operutions ure funded by its
internul resources. The continuadtion of the Group’s business depends upon the ubility of the Group
to uttdin profituble und positive cush flow operutions to meet its future working cupital und finuncial
requirements.

Should the Group be unuble to continue in business us u yoiny concem, udjustments would have
to be mude to the clussification of recorded usset umounts, with these ussets being written down
to their recoveruble umounts, und to the umounts und clussification of liubilities, to reflect the fuct
thut the Group muy be required to redlise its ussets und extinguish its liubilities other than in the
normal course of business, additional liabilities may crystallise und the resulting amounts may differ
muteridlly from those stuted in the uccounts. The effects of these udjustments have hot been
reflected in the uccounts,
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OTES TO THE ACCOUNTS

Principal accounting policies (Continued)

(a)

(b)

(©)

Basis of preparation (Continued)

The uccounts huve been prepured in uccordunce with uccounting principles yenerully uccepted
in Hong Kong und comply with accounting stundurds issued by the Hong Kong Society of
Accountunts ("HKSA"). They huve been prepured under the historicul cost convention.

In the current yeur, the Group udopted the followiny SSAPs issued by the HKSA which are effective
for uccounting periods commencinyg on or ufter 1 Junuury 2002:

SSAP 1 (revised) :  Presentution of finunciul stutements
SSAP 11 (revised) :  Foreign currency trunslution

SSAP 15 (revised) :  Cush flow stutements

SSAP 34 (revised) :  Employee benefits

The chunges to the Group’s uccounting policies und the effect of udopting these new policies ure
set out below:

Consolidation

0) The conhsoliduted uccounts include the uccounts of the Compuny und its subsidiaries mude
up to 31 December. The results of subsidiuries ucyuired or disposed of during the yeur ure
included in the consoliduted profit und loss uccount from the effective dute of ucquisition
or up to the effective dute of disposul, us appropriate. All sighificant intercompuny
fransuctions und bulunces within the Group ure eliminuted on consolidution.

(i) Subsidiuries ure those entities in which the Compuny, directly or indirectly, controls more
thun one hdlf of the voting power; hus the power to yovern the finunciul und operuting
policies; to uppoint or remove the mujority of the members of the Bourd of Directors; or to
cust mujority of votes ut the meetinys of the Bourd of Directors.

iy The yguin or loss on the disposul of u subsidiury represents the difference between the
proceeds of the sule und the Group’s shure of its het ussets toyether with uny unumortised
yoodwill or negyutive yoodwill or yoodwill/neyutive goodwill tuken to reserves und which
wus hot previously churged or recoyhnised in the consoliduted profit und loss uccount.

(iv) Minority interests represent the interests of outside shureholders in the operating results und
net ussets of subsidiuries.

) In the Compuny’s bulunce sheet the investments in subsidiuries ure stuted ut cost less
provision for impuirment losses. The results of subsidiuries ure uccounted for by the Compuny
onh the busis of dividends received und receivuble.

Associated companies
0) An ussociuted compuny is u compuny, not beiny u subsidiury or u joint venture, in which un

equity interest is held for the long-term and significant influence is exercised in its
munuyement,
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OTES TO THE ACCOUNTS

Principal accounting policies (Continued)

(©)

(d)

(e)

Associated companies (Continued)

(i) The consoliduted profit und loss uccount includes the Group’s shure of the results of
ussociuted compunies for the yeur, und the consoliduted bulunce sheet includes the Group’s
share of the net ussets of the ussociated compunies und yoodwill/negautive goodwill (net of
accumulated umortisation) on acqyuisition.

iy In the Compuny’s bulunce sheet the investments in ussociuted compunies ure stuted ut
cost less provision for impuirment losses. The results of ussociuted compunies ure uccounted
for by the Compuny on the busis of dividends received und receivuble.

(iv) Eyuity uccounting is discontinued when the currying umount of the investment in un
ussociuted compuny reuches zero, unhless the Group hus incurred obligutions or yuurunteed
obligutions in respect of the ussociuted compuny.

Translation of foreign currencies

Trunsuctions in foreign currencies ure trunsluted ut exchunye rutes ruling ut the fransuction dutes.
Monetury ussets und liubilities expressed in foreign currencies ut the bulunce sheet dute ure
transluted info Hony Kony dollurs ut rutes of exchunge ruling ut the bulunce sheet dute, Exchunye
differences urising in these cuses ure deult with in the profit und loss uccount,

The bulunce sheet of subsidiuries und ussociuted compunies expressed in foreign currencies ure
frunsluted info Hony Kony dollurs ut the rutes of exchunge ruling ut the bulunce sheet dute whilst
the profit und loss is frunsluted ut un uveruye rute. Exchunye differences ure deult with us u
movement in reserves.

In prior yeurs, the profit und loss of foreigh enterprises wus transluted ut closing rute, This is u
chunge in accounting policy, however, the translation of the profit and loss of foreign enterprises in
prior yeurs hus hot been restuted us the effect of this chunye is hot muteriul to the current und
prior yeurs.

Intangibles
0] Goodwill

Goodwill represents the excess of the cost of un ucqyuisition over the fuir value of the
Group’s shure of the net ussets of the ucyuired ussociuted compuny ut the dute of
dJcyuisition. Goodwill on ucyuisitions is included in intfunyible ussets und is umortised usiny
the strauight-line method over its estimuted useful life. Goodwill is umortised over u period of
ten yeurs,
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Principal accounting policies (Continued)

(e)

()

Intangibles (Continued)
(@i Reseurch und development costs

Reseurch costs ure expensed us incurred. Costs incurred on development projects relating
to the desiyh und testing of hew or improved products ure recoyhised us un intunyible
usset where the technicul feusibility und intention of completing the product under
development hus been demonstruted und the resources ure uvdiluble to do so, costs ure
identifiuble und there is un ubility to sell or use the usset thut will generute probuble future
economic benefits. Such development costs ure recognised us un usset und uamortised on u
struight-line busis over u period of hot more thun five yeurs to reflect the puttern in which
the reluted economic benefits ure recoynised. Development costs that do not meet the
ubove criteriu ure expensed us incurred. Development costs previously recoyhised us un
expense dre not recoynised us un usset in U subseyuent period.

[ Impuirment of intunyible ussets

Where un indicution of impuirment exists, the currying umount of uny intunyible usseft,
including goodwill previously written off against reserves, is ussessed und written down
immediutely to its recoveruble umount.

Fixed assets

Fixed ussets ure stuted ut cost less uccumuluted depreciation und uccumuluted impuirment losses.
Fixed ussets ure depreciuted ut rutes sufficient to write off their cost less uccumuluted impuirment
losses over their estimuted useful lives on u struight-line busis. The principul unnuul rates ure s
follows:

Leusehold improvements 20%
Furniture, fixtures und office eyuipment 20%
Computer equipment 20%
Motor vehicles 16%

Mujor costs incurred in restoring fixed ussets to their normul working condition to ullow continued
use of the overull ussets ure cupitulised und depreciuted over the period to the next overhuul.
Improvements ure cupitulised und depreciuted over their expected useful lives to the Group.

At euch bulunce sheet dute, both internul und external sources of informution ure considered to
ussess whether there is uny indicution that ussets included in fixed ussets ure impuired. If uny such
indicution exists, the recoveruble umount of the usset is estimuted und where relevunt, un
impuirment loss is recoyhised to reduce the usset to its recoveruble umount. Such impuirment
losses ure recoyhised in the profit und loss uccount.

The guin or loss on disposul of u fixed usset is the difference between the net sules proceeds und
the currying umount of the relevunt usset, und is recoyhised in the profit und loss uccount.
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2. Principal accounting policies (Continued)
(9) Long-term investments
Lony-term investments ure stuted ut cost less uny provision for impuirment losses.

The currying umounts of individuul investments ure reviewed ut euch bulunce sheet dute to ussess
whether the fuir values huve declined below the currying umounts. When u decline other thun
temporury hus occurred, the currying umount of such investments will be reduced to its fuir vulue.
The impuirment loss is recoyhised us un expense in the profit und loss uccount. This impuirment loss
is written buck to profit und loss uccount when the circumstunces und events thut led to the write-
downs or write-offs ceuse to exist und there is persuusive evidence thut the new circumstunces
und events will persist for the foreseeuble future.

(h) Long-term systems integration contracts

When the outcome of u systems integration contruct cunnot be estimuted reliably, contract revenue
is recoyhised only to the extent of contruct costs incurred that it is probuble will be recoveruble.
Contruct costs ure recoyhised when incurred.

When the outcome of u systems integrution contruct cun be estimuted reliubly, contract revenue
und confruct costs ure recoynised over the period of the contruct, respectively, us revenues und
expenses. The Group uses the percentuye of completion method to determine the uppropriute
uamount of revenue und costs to be recoynised in u ygiven period; the stuge of completion is
meusured by reference to lubour hours incurred to dute us u percentuye of totul estimuted labour
hours for euch contruct und the proportion that contruct costs incurred for work performed to
dute beur to the estimuted totul costs for the contruct., When it is probuble totul contruct costs will
exceed totul contruct revenue, the expected loss is recoyhised us un expense immediutely.

The uyyreyute of the costs incurred und the profit/loss recoygnised on euch contruct is compured
ayguinst the proyress billings up to the yeur-end. Where costs incurred und recoyhised profits (less
recoghised losses) exceed proyress billings, the bulance is shown us due from customers for contract
works, under current ussets. Where proyress billings exceed costs incurred plus recoyhised profits
(less recoynised losses), the bulunce is shown us due to customers for contract works, under current
ligbilities.

(i) Accounts receivable

Provision is mude aguinst uccounts receivable to the extent they ure considered to be doubtful. >

Accounts receivuble in the bulunce sheet ure stuted het of such provision. =)

=]

4)) Cash and cash equivalents g
Cush und cush eqyuivalents are carried in the balunce sheet at cost. For the purposes of the cush

flow stutement, cush und cush equivulents comprises cush on hund, deposits held at cull with A

bunks, cush investments with u maturity of three months or less from dute of investment und bunk g

overdrufts, o

=

N

o

o

[\
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Principal accounting policies (Continued)

(k) Provisions

Provisions ure recoynised when the Group hus u present legul or constructive obligution us u result
of pust events, it is probuble that un outflow of resources will be required to settle the obligution,
and d reliable estimate of the umount cun be made. Where the Group expects u provision to be
reimbursed, for example under un insurance contract, the reimbursement is recoghised us u sepuraute
usset but only when the reimbursement is virtuully certain.

0]

(i

Warranty provision

The Group recoynises u provision for repuirs or replucement of products still under warranty
at the balunce sheet dute. This provision is culculuted bused on pust history of the level of
repuirs und replucements.

Restructuring provision

Restructuring provisions muinly comprise leuse terminution penulties und employee
terminution puyments, und ure recoyhised in the period in which the Group becomes leyully
or constructively committed to puyment. Employee terminution benefits ure recoynised
only ufter either un ugreement is in pluce with the uppropriate employee representutives
specifying the terms of redunduncy und the numbers of employees uffected, or, ufter
individuul employees huve been udvised of the specific terms. Costs reluted to the onyoiny
activities of the Group ure hot provided in udvunce.,

() Employee benefits

0]

(iD

Employee leuve entitlements

Employee entitlements to unnuul leuve und lony service leuve ure recoyhised when they
accrue to employees. A provision is mude for the estimuted liubility for unnual leuve und
lony-service leuve us u result of services rendered by employees up fo the bulunce sheet
dute.

Employee entitlements to sick leuve und mauternity or puternity leuve are hot recoynised
until the time of leuve.

Retirement benefits

The Group contributes fo Mundutory Provident Fund scheme (*MPF Scheme”) which is
avuiluble to ull employees in Hony Kohy. Contributions to the MPF Scheme by the Group
und employees ure culculuted us u percentuye of employees’ busic suluries. Puyments
mude to the MPF Scheme dre churged us un expense to the profit und loss uccount us they
fall due.

The ussets of the MPF Scheme ure held sepurutely from those of the Group ih un
independently udministered fund.

The Group is required to contribute to u defined contribution retirement scheme for its
employees in the PRC bused on upplicuble rutes in uccordunce with the relevunt government
regulutions.

Angels Technology Company Limited



2.

OTES TO THE ACCOUNTS

Principal accounting policies (Continued)

(m)

(n)

(o)

P)

Deferred taxation

Deferred tuxution is uccounted for ut the current tuxution rute in respect of timiny differences

between profit us computed for tuxution purposes und profit us stuted in the uccounts to the
extent that u liubility or un usset is expected to be puyuble or recoveruble in the foreseeuble
future.

Contingent liabilities and contingent assets

A confingent liubility is u possible obligution thut arises from pust events und whose existence will
ohly be confirmed by the occurrence or hon-occurrence of one or more uncertuin future events
not wholly within the control of the Group. It cun dlso be u present obligation arising from pust
events thut is not recoynised becuuse it is not probuble thut outflow of economic resources will be
required or the umount of obligution cunnot be meusured relidbly.

A contingent liubility is hot recoynised but is disclosed in the notes to the uccounts. When u
chunye in the probubility of un outflow occurs so thut outflow is probuble, they will then be
recoyghised us u provision.

A confingent usset is u possible usset thut arises from pust events und whose existence will be
confirmed only by the occurrence or hon-occurrence of one or more uncertuin events not wholly
within the control of the Group.

Contingent ussets ure not recoynised but ure disclosed in the hotes fo the uccounts when un
inflow of economic benefits is probuble. When inflow is virtuully certuin, un usset is recoynised.

Revenue recognition

0) Revenue from lony-term systems inteyration contracts is reconyised on the percentuye of
completion method meusured by reference to the percentuye of costs incurred to dute to
the estimuted totul costs for euch confruct.

(i) Revenue from the sule of yoods is recoyhised on the frunsfer of risks und rewurds of ownership,
which generdlly coincides with the time when the gyoods ure delivered to customers und
titles huve pussed.

iy Dividend income is recoyhised when the right to receive puyment is estublished.

(iv) Interest income is recoyhised on u time proportion busis, fuking into uccount the principul
umounts outstunding und the interest rates upplicuble.

Operating leases

Leuses where substuntially ull the risks und rewurds of ownership of ussets remauin with the leusing
compuny ure uccounted for us operuting leuses. Puyments mude under operuting leuses net of
any incentives received from the leusing compuny dre charged to the profit und loss uccount on u
straight-line busis over the leuse periods.
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Turnover, revenue and segment information

The Group is principully enguged in the provision of transportation technoloyy solutions in the PRC. Revenues
recoyhised during the yeur ure us follows:

2002 2001
HK$'000 HK$000
|
Turnover

Revenue from long-term systems integration contructs 23,423 18,048
Other revenue

Interest income 59 162

Totul revenue 23,482 18.210

Turnover represents totul vulue of services rendered to customers het of vulue-udded tux und sules tux,

No segment informution is presented us substantially dll the Group’s turhover und contribution to operating
results were derived from the provision of trunsportution technoloyy solutions carried out in the PRC.

Operating loss

Operuting loss is stuted ufter churging the followiny:

2002 2001
HK$"000 HK$"000
|
Auditors’ remunerution 280 531
Amortisution of yoodwill (Note 11) 653 -
Depreciution of fixed ussets 532 630
Impuirment (included in other operuting expenses)
- deposits for softwure development (Note 16) 5,935 -
- fixed ussets (Note 12) 304 -
- ygoodwill (Note 11) 8,059 -
Loss on disposul of fixed ussets 149 63
Operuting leuse rentdls in respect of lund und buildings 1,418 1.286
Provision for doubtful debts 470 -
Reseurch und development costs 588 461
Stuff costs (includiny directors’ emoluments) included in:
- cost of services 350 453
- udministrative und distribution expenses 6.269 6,465
Written off the umounts due from customers for contruct works
(included in other operuting expenses) 10,704 -
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Taxation

0) No provision for Hony Kony profits tux hus been mude us the Group hus ho estimuted ussessuble
Hony Kony profits for the yeur ended 31 December 2002 (2001: Nil).

The subsidiaries, Beijing Anygels Communicutions Technholoygy Co., Ltd ("Beijing Angels”) und Anyels
ITS (Guunyzhou) Co., Ltd ("Guunyzhou Angels”), operuting in the PRC, ure subject to un income
tux rute of 33% on their tuxuble profit in uccordunce with the income tux luw in the PRC. Both
Beijing Anyels und Guunyzhou Angels were upproved us u “Newly-estublished Advunced und
New Technoloyy Enterprise” und is therefore entitled tfo u reduced tux rate of 15%. Pursuunt to u
notice issued by Stute Tuxution Bureuu of Beijing Huidiun District on 14 November 2000, tux holiday
is grunted to Beijing Anygels. Beijing Angels is entitled to full exemption from PRC income tux from
the yeurs 2000 to 2002 followed by u 50% reduction in the income tux rute (i.e. 7.5%) for the yeurs
from 2003 to 2005. Guunyzhou Anyels hus no estimuted ussessuble profits for the yeur ended 31
December 2002 (2001: Nil).

(i) There wus ho muteriul unprovided deferred tuxation for the yeur.
Loss attributable to shareholders

The loss uttributuble to shureholders is deult with in the uccounts of the Compuny to the extent of
HK$22,627,000 (2001: HK$307,000).

Dividend
The Directors do hot recommend the puyment of u dividend for the year (2001: Nil).
Loss per share

The culculution of loss per shure is bused on the Group’s loss uttributuble to shureholders of HK$40,183,000
(2001: HK$11,391,000).

The busic loss per share is bused onh the weighted average of 188,515,000 (2001: 146,986,000) ordinary
shures in issue during the yeur. Diluted loss per shure wus hot presented becuuse there were ho potentiul
dilutive ordinury shures in existence during the yeur (2001: Nil).

Staff costs (including directors’ emoluments)

2002 2001
HK$000 HK$'000
|

Wages and sularies 6,169 6,608
Unutilised unnuul leuve 36 -
Terminution benefits 91 14
Sociul security costs 38 11
Pension costs 285 285
6,619 6918
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10. Directors’ and senior management’s emoluments

(a) Directors’ emoluments

The uyyreyute umounts of emoluments puyuble to directors of the Compuny during the yeur ure

us follows:
2002 2001
HK$"000 HK$'000
|
Fees:
Executive directors - -
Independent non-executive directors 40 40
Other emoluments:
Busic suluries, housing ullowunces, shure options,
other ullowunces und benefits in kind
- Executive directors (Note) 1,384 1,365
- Independent non-executive directors - -
Contributions to pensions schemes
- Executive directors 53 63
- Independent non-executive directors - -
1.477 1,468

Note: This includes operuting leuse rentul of HK$286,000 (2001: HK$104,000) puid by the Group for uurters

provided to un executive director.

The executive directors received individuul emoluments for the yeur ended 31 December 2002 of
upproximutely HK$425,000 (2001: HK$479,000), HK$425,000 (2001: HK$479,000), HK$121,000 (2001:

HK$162,000) und HK$466,000 (2001: HK$308,000) respectively.

No directors of the Compuny wuived uny emoluments und ho emoluments were puid or puyuble
by the Group us un inducement to join or upon joining the Group, or us compensution for loss of

office duriny the yeur.
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OTES TO THE ACCOUNTS

10. Directors’ and senior management’s emoluments (Continued)
(b) Five highest paid individuals

The five individuuls whose emoluments were the highest in the Group for the yeur include three
(2001: three) directors whose emoluments ure reflected in the unulysis presented ubove. The
emoluments puyuble to the remuining two (2001: two) individuuls during the yeur ure us follows:

2002 2001
HK$°000 HK$’000
I ———

Busic suluries, housiny ullowunces, shure options, other ullowunces

and benefits in kind 970 845
Contributions to pensions schemes 17 39
987 884

The emoluments of these two (2001: two) highest puid individuuls ure less than HK$1,000,000.

No emoluments were puid or puyuble fo these two individuuls by the Group us un inducement to
join or upon joininy the Group, or us compensution for loss of office during the yeur.

11. Goodwill

On 26 April 2002, the Group hud completed the ucyuisition of u 40% equity interest in CTIA VSAT Network
Limited ("CTIA") (note 14). Goodwill represents the excess of the fuir vulue of the shure considerution of
dacyuisition over the fuir value of the Group’s shure of net ussets of CTIA ut the dute of ucqyuisition.

Group

Yeur ended 31 December 2002 HK$’000
|

Acyuisition of un ussociuted compuny 8,712

Amortisution churye (Note 4) (653)

Impuirment charge (Note 4) (8,059)

Closing net book umount (Note 14) -

At 31 December 2002
|

Cost 8,712
Accumuluted umortisution und impuirment losses (8,712)

Net book amount -
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Group
Furniture,
fixtures und
Leusehold office Computer Motor
improvements  equipment  equipment vehicles Totdl
HK$"000 HK$"000 HK$"000 HK$"000 HK$"000
|
Cost
At 1 January 2002 508 620 817 1.710 3,655
Additions 56 73 116 - 245
Disposals - an (320) - (437)
At 31 December 2002 564 576 613 1.710 3,463
Accumulated depreciation
At 1 January 2002 102 243 321 1,089 1,755
Chuarge for the year 106 76 145 205 532
Impuairment charge (Note 4) 304 - - - 304
Disposals - 87 (201 - (288)
At 31 December 2002 512 232 265 1.294 2,303
Net book value
At 31 December 2002 52 344 348 416 1.160
At 31 December 2001 406 377 496 621 1,900

Angels Technology Company Limited
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13. Investments in subsidiaries

Company
2002 2001
HK$000 HK$'000
|
Unlisted investments, at cost (Note (a)) 16,917 16,917
Amounts due from subsidiaries (Note (b)) 23,940 15,574
40,857 32,491
Less: impuirment losses (12,000) -
28,857 32,491
() The followiny is u list of subsidiaries ut 31 December 2002:
Principul Purticulurs
Place of activities of issued/
incorporution/ und pluce reyistered und

Compuny estuplishment

Held directly:
Angels Intelligent British Virgin

Transportation Systems Islands
Compuny Limited

Angels Loyistics Systems British Virgin
(Guunyzhou) Compuny Islands
Limited

Held indirectly:

Angels Engineering Hony Konhy
Technoloyy Limited

Angels ITS (Guunyzhou) The PRC

Co., Ltd

Beijing Anygels Communicutions  The PRC
Technoloyy Co., Ltd

) The umounts due from subsidiuries ure unsecured, inferest free und huve no fixed terms of repuyment,

of operution

Investment
holdiny in
Hohy Kony

Investment
holding in
Hohy Kony

Provision of
manhugement
services to

group compunies

in Hong Kony
und the PRC

Provision of
freight loyistics
munuygement
informution
system services
in the PRC

Provision of
frunsportution
technoloyy
solutions

in the PRC

puid up cupital
I

9,041,767
ordinury shares
of HK$1.0 euch

903,000

ordinury shures
of HK$1.0 euch

10,000
ordinury shares
of HK$1.0 euch

US$600,000

RMB1,000,000

Interest held

100%

100%

100%

100%

100%
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14. Interests in an associated company

Group
2002 2001
HK$'000 HK$'000

Shure of net liubilities (2,152) -

Goodwill on ucyuisition of un ussociuted
compuny less umortisution/impuirment (Nofe 11) -

Loun receivuble 7.488 -

5,336 -
Company

2002 2001

HK$’000 HK$’000
|

Unlisted shures, ut cost 8,472 -

Loun receivuble 7,488 -

15,960 -

Less: impuirment loss (8.800) -

7.160 -

(w) Detuils of the ussociuted compuny ut 31 December 2002 are us follows:

Pluce of
incorporution Principul Particulars of Interest
Compuny und operution uctivities issued shures held held directly
|
CTIA VSAT Network Hony Kony Investment 5,000,000 ordinury 40%
Limited ("CTIA") holding shure of HK$1.0 euch

) Loun receivuble from un ussociuted compuny is unsecured, interest free und hus no fixed terms of
repuyment,

15. Long-term investments

Group
2002 2001
HK$000 HK$’000
|
Club membership, ut cost 338 -
Unlisted investments, ut cost 467 467
805 467

Angels Technology Company Limited
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16. Deposits for software development

Group
2002 2001
HK$'000 HK$000
|

At 1 January 6,215 -
Additions - 6,215
Refunded (280) -
Impuirment (Note 4) (5,935 -

At 31 December - 6,215

At 31 December 2001, the umount represented deposits puid to suppliers for the development of software
for truffic surveillunce, freight loyistics munugement und automuatic control system for buildings which
were ut various stuyges of development. Owiny to the unfuvouruble murket response for these softwure
development, impuirment umounted to HK$5,935,000 wus mude during the yeur.

17. Long-term systems integration contracts in progress

Group
2002 2001
HK$'000 HK$'000
|
Cost incurred to dute plus recoynised profits to dute 2,765 38,363
Less: proyress billings (465) (19,892)
2,300 18.471
Included in current ussets/(liubilities) under the followiny cuptions:

Amounts due from customers for contract works 2,569 18,471
Amounts due to customers for contruct works (269) -
2,300 18.471

At 31 December 2002, retention monies held by customers for contruct works included in umounts due
from customers for contruct works umounted to HKSNil (2001: HK$3,738,000).
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18. Trade receivables

19.

20.

At 31 December 2002, the uyging unualysis of trude receivubles were us follows:

Group

2002 2001

HK$"000 HK$"000
|

Current to 90 days 2,573 1.223

91 to 180 days - -

181 to 270 duys 3,527 -

271 to 360 duys - 4,957

Over 360 duys 568 -

6,668 6.180

Less: provision on doubtful debts (1,970) (1,500)

4,698 4,680

The credit term yrunted to customers vary und dre generully the results of heyotiations between the
individuul customers und the Group. Customers ure yenerdlly reguired to puy ut various intervals over the
life of the projects.

Cash and bank balances

At 31 December 2002, RMB5,344,000 (2001: RMB2,014,000) of the Group’s cush und bunk bulunces were
denominuted in Renminbi und kept in the PRC. The conversion of these Renminbi denominuted bulunces
into foreignh currencies is subject to the rules und reyulutions of foreign exchunyge control promulyuted by
the PRC yovernment.

Trade payables

At 31 December 2002, the uyginyg undlysis of trude puyubles were us follows:

Group

2002 2001

HK$'000 HK$'000
|

Current to 90 duys 1,404 1,138

91 to 180 duys - 1,609

181 to 270 duys 6 -

271 to 360 duys - -

Over 360 duys 641 2,007

2,051 4,754

Angels Technology Company Limited
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21. Warranty provision

Group
HK$’000
|

At 1 Junuary 2002 1,321
Additionul provisions 362
Less: Amounts utilised 477)
At 31 December 2002 1,206
2002 2001

HK$'000 HK$’000

Andalysis of warranty provision
Current 1.206 1.321

The Group yives 12 months wurranties on certuin contfructs und undertukes to repuir or repluce items thut
fuil to perform sutisfactorily.

22. Amounts due to subsidiaries
The umounts due to subsidiuries ure unsecured, interest free und huve no fixed terms of repuyment.

23. Share capital

Authorised
Ordinary shares of HK$0.10 euch
Note No. of shures HK$'000
|
At 1 Junuary 2001 1,000,000 100
Increuse of uuthorised shure cupitdl () 1,199,000,000 119,900
At 31 December 2001 und 2002 1.200,000,000 120,000

Issued und fully puid
Ordinuary shares of HK$0.10 euch

Note No. of shures HK$"000
|
At 1 Junuary 2001 10 -
Acquisition of subsidiuries (b) 129,999,990 13,000
Issue of shures upon listing ©) 50,000,000 5,000
At 31 December 2001 180,000,000 18,000
Acyuisition of un ussociuted compuny (d) 12,000,000 1.200
At 31 December 2002 192,000,000 19.200
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Share capital (Continued)

(w) On 16 August 2001, the authorised share cupital of the Compuny wus increused from HK$100,000 to
HK$120,000,000 by the creution of un udditional 1,199,000,000 hew shures.

) Pursuunt to the Reconstruction, the Compuny issued 129,999,990 shures ut pur to ucyuire 100%
shureholdinygs in Angels Trunsport und Anygels Loyistics from their then existing shareholders.

©) The Compuny issued 50,000,000 ordinary shares of HK$0.10 euch ut u subscription price of HKS0.70
per share upon the listing of the Compuny’s shares on GEM. The Group ruised dpproximately HK$26
million net of reluted expenses by wuy of this plucing.

(d) On 16 April 2002, the Compuny entered intfo u conditionul ugreement in respect of the ucyuisition
of u 40% eyuity interest in CTIA (hote 14). The ucyuisition wus completed on 26 April 2002 und the
cohsideration of HK$14,400,000 wus settled by wuy of the issue und ullotment of 12,000,000 hew
shares of HK$0.10 euch ut un issue price of HK$1.20 per considerution shure. These shares runk puri
pussu with the existing shares, On 26 April 2002, the murket value of the shares in the Compuny wus
HK$1.33 per share. Accordingly, the fair value of the shure consideration wus HK$15,960,000.

Share options
Pursuunt to u resolution pussed on 16 August 2001, the Compuny’s shure option scheme wus upproved
und udopted. Shure options ure yrunted to eligible employees, including executive directors of the

Compuny. A hominul consideration at HK$10 wus puid by the employees for each Tot of share options
grunted. Movements in the humber of shure options outstunding during the yeur ure us follows:

Number of options

2002 2001
|
Granted during the yeur und ut 31 December 8,288,000 -

Share options were grunted on 28 March 2002 ut the exercise price of HK$1.28 per share und will expire on
9 August 2011, Considerution received wus HK$110 (2001: HKSNIl) in respect of the shure options gyrunted
during the yeur,

At 31 December 2002, the followiny options to subscribe for shures were outstunding under the Compuny’s
shure option scheme:

Exercise price

per shure Number of Exercisuble period

Dute of yrunted HKS outstundiny options (both duys inclusive)
|

28 Murch 2002 1.28 4,166,000 10 August 2002 to

9 August 2011

28 Murch 2002 1.28 4,122,000 10 August 2003 to
9 August 2011

No options were exercised, cuncelled or lupsed during the period from the dute of yrunt to 31 December
2002,

Angels Technology Company Limited
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25. Reserves

Group

Retuined

profits/

Share Cuapital Exchunge (uccumuluted
premium reserve reserve losses) Totul
HK$"000 HK$"000 HK$"000 HK$"000 HK$"000

|
At 1 January 2001 - 1418 Q) 11,716 13,125
Reserve urising from the Reconstruction - (3.046) - - (3.046)
Exchunye differences urising on

the trunslution of the uccounts

of overseus subsidiuries - - (135) - (135)
Issue of shures upon listing 30,000 - - - 30,000
Issuiny expenses (9.190) - - - (9.190)
Loss for the yeur - - - (11,391) (11,391)
At 31 December 2001 20,810 (1,628) (144) 325 19.363
Representing:

Compuny und subsidiaries 20810 (1,628) (144) 325 19,363
At 1 Juhuary 2002 20,810 (1,628) (144) 325 19,363
Acyuisition of un ussociuted compuny 14,760 - - - 14,760
Issuiny expenses (205) - - - (205)
Loss for the yeur - - - (40,183) (40,183)
At 31 December 2002 35,365 (1,628) (144) (39.858) (6.265)
Representing:

Compuny und subsidiaries 35,365 (1,628) (144) (37,946) (4,353)

An ussociuted compuny - - - (1.912) (1.912)

35,365 (1.628) (144) (39,858) (6.265)
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25. Reserves (Continued)

Company
Share Contributed Accumuluted
premium surplus losses Totul
HK$'000 HK$"000 HK$"000 HK$"000
|

At 1 Junuary 2001 - - ®) ®)
Confributed surplus arising from the Reconstruction* - 3916 - 3916
Issue of shares upon listing 30,000 - - 30,000
Issuing expenses (9,190) - - (9,190)
Loss for the yeur - - (307) (307)
At 31 December 2001 20810 3.916 312) 24,414
At 1 Junuary 2002 20810 3.916 312) 24414
Acyuisition of un ussociuted compuny 14,760 - - 14,760
Issuing expenses (205) - - (205)
Loss for the yeur - - (22.627) (22,027)
At 31 December 2002 35,365 3.916 (22.939) 16,342

*

The bulunce represented the difference between the hominul vulue of the shure cupitul of subsidiuries ucyuired
und the hominul vulue of the shures issued by the Compuny ih exchunhye thereof.

Angels Technology Company Limited



26. Notes to the consolidated cash flow statement

(a)

OTES TO THE ACCOUNTS

Reconciliation of operating loss to net cash outflow from operating activities

2002 2001
HK$ 000 HK$"000
|

Operuting loss (38.271) (11,391
Interest income 59) 162)
Depreciution 532 630
Amortisution of yoodwill 653 -
Loss on disposul of fixed ussets 149 63
Provision for doubtful debts 470 -
Impuirment of deposits for soffwure development 5,935 -
Impuirment of fixed ussets 304 -
Impuirment of yoodwill 8,059 -
Written off the umounts due from customers

for contruct works 10,704 -
Operuting loss before working cupitul chunyes (11,524) (10,860)
Decreuse in umounts due from/(to) customers for

contruct works 5,467 4,803
Increuse in tfrude receivubles (488) (1,315)
Decreuse in deposits, prepuyments und

other receivubles 1.873 1.125
(Decreuse)/increuse in receipt in udvunce (66) 66
Decreuse in trude puyubles (2,703) (1,932)
Increuse in uccrued churyes, other puyubles und

wdrranty provision 216 2,074
Net cush outflow from operuting uctivities (7.225) (6,039)
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26. Notes to the consolidated cash flow statement (Continued)

27.

(b) Analysis of changes in financing during the year

Loun from
Shure Shure Cupital  u reluted  Louns from
cupitdl premium reserve compuny directors

HK$’000 HK$'000 HK$'000 HK$’000 HK$’000
I

At 1 Junuary 2001 3.260 - 1418 2,160 4,862

Louns from directors - - 1,832
Reserve urising from the

Reconstruction 3,046 - (3,046) - -
Cupitdlisution of directors’ louns 6,694 - - - (6,694)
Issue of shares upon listing 5,000 30,000 - - -
Issuing expenses - (9,190) - - -
Repuyment of loun - - - (2,160) -
At 31 December 2001 18,000 20,810 (1,628) - -
Issue of shures 1,200 14,760 - - -
Issuing expenses - (205) - - -
At 31 December 2002 19,200 35,365 (1,628) - -

(¢) Major non-cash transactions

The considerution for the purchuse of un ussociuted compuny during the yeur ended 31 December
2002 comprised 12,000,000 ordinury shures in the Compuny. SSAP 30 "Business combinutions” requires
the fuir value of the shure considerution for uccounting purposes to be determined ut the dute
that the control over the net ussets uttributuble to the ucqyuisition becomes effective. At the
completion dute of the ucyuisition, the market price of the shares in the Compuny was HKS$1.33 per
share. Accordingly, the fuir value of the shure consideration wus HK$15,960,000.

Retirement Benefits Scheme

Prior fo 1 December 2000, the Group did nhot huve uny pension or retirement benefits scheme for its
employees in Hony Kony. With effect from 1 December 2000, the Group hus set up u defined contribution
retirement scheme ("MPF Scheme”) under the Mundutory Provident Fund leyislation reguluted by the
Mundutory Provident Fund Scheme Authority in Hong Kohy und to muke contributions for its eligible
employees in Hony Kony ut rutes specified in the rules.

In addition to the purticipution in the MPF Scheme, the Group is required to contribute to u defined
contribution retirement scheme for its employees in the PRC bused on upplicuble rutes in uccordunce
with the relevunt government regulutions.

The only obligution of the Group with respect to these retirement benefits schemes is to muke the reyuired
contributions under the respective schemes. No forfeited contributions ure uvdiluble to reduce contributions
puydble in future yeurs.

Angels Technology Company Limited



28.

29.

30.

OTES TO THE ACCOUNTS

Commitments
(a) Capital commitments
At 31 December 2002, the Group hud the followinyg cupitul commitments:
2002 2001

HK$’000 HK$’000
I ———

Contructed but not provided for

- Softwure development costs - 888
- Purchuse of muterials for projects 7.407 2,765
7,407 3,653

(b) Operating lease commitments

At 31 December 2002, the Group hud future ugyreygyute minimum leuse payments in respect of
lund und buildings under honh-cuncelluble operuting leuses us follows:

2002 2001

HK$ 000 HK$"000
|

Not luter than one year 576 1,575

Later than one yeur but not luter thun five yeurs 373 1.177

Luter thun five yeurs 36 97

985 2,849

Comparative figures

The compurutive figures were uudited by unother firms of certified public uccountunts in Hony Kony.
Certuin compurutive figures huve been reclussified to conform to current yeur’s presentation.

Approval of accounts

The uccounts were upproved by the Bourd of Directors on 25 Murch 2003.
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OTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN thut the Annhuul Generul Meeting of Angels Technologyy Compuny Limited (the
"Compuny”) will be held ut Room 2712, 27th Floor, West Tower, Shun Tuk Centre, 168-200 Connuuyht Roud
Central, Hony Kony on Friday, 25 April 2003 ut 3:00 p.m. for the followiny purposes:

1. To receive und consider the uudited uccounts und the reports of the directors und auditors for the
yedr ended 31 December 2002;

2. To re-elect the retiring director und to fix the remunerution of directors; und
3. To re-uppoint uuditors und uuthorise the bourd of directors to fix their remunerution.
4, By wuy of speciul business, to consider und if thought fit, puss with or without modificutions, the

followiny resolutions us ordinary resolutions:

A. "THAT:

(W)

()

©

)}

subject to puraygrauph (c) below, the exercise by the directors of the Compuny durinyg
the Relevunt Period (us hereinufter defined) of ull the powers of the Compuny to
ullot or issue shures in the cupitul of the Compuny und to muke or yrunt offers,
ugreements und options which would or might require the exercise of such power be
und is hereby generdlly und unconditionally upproved;

the upproval in puragraph (a) ubove shall uuthorise the directors of the Compuny
during the Relevunt Period to muke or grunt offers, ugreements und options which
would or might reyuire the exercise of such powers ufter the end of the Relevunt
Period;

the agyregute nominul umount of shure cupital ullotted or issued or ugreed
conditionully or unconditiondlly to be ullotted or issued (whether pursuunt to options
or otherwise) by the directors of the Compuny pursuant to the approval in paragraph
(a) ubove, otherwise than pursuant to (i) u Rights Issue (us hereinufter defined); or (ii)
any shure option scheme or similur urrangement of the Compuny for the time beiny
adopted for the grant or issue to officers und/or employees of the Compuny und/or
any of its subsidiaries of shares or rights to ucyuire shares of the Compuany; or (iii) any
scrip dividend or similur urrungement providing for the ullotment of shures in lieu of
the whole or purt of u dividend on shures of the Compuny in uccordunce with the
articles of ussociution of the Compuny in force from time to time; or (iv) the exercise
of rights of subscription or conversion under the terms of uny warrants or convertible
bonds issued by the Compuny or uny securities which ure convertible into shures of
the Compuny, shull hot exceed 20 per cent. of the uyyregyute hominul umount of
the shure cupitul of the Compuny in issue on the dute of pussing this Resolution und
the suid upprovul shull be limited uccordingly; und

for the purpose of this Resolution:

"Relevunt Period” meuns the period from the dute of pussing this Resolution until
whichever is the eurliest of:

Anyels Technholoyy Compuny Limited
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0) the conclusion of the next unnuul yenerul meeting of the Compuny;

(i the expiration of the period within which the next unnuul generul meeting of
the Compuny is reyuired by the urticles of ussociution of the Compuny or uny
other upplicuble luws to be held; or

iy the pussing of un ordinury resolution by the members of the Compuny in
ygenerul meeting revoking or vurying the uuthority given to the directors of the
Compuny under this Resolution.

"Rights Issue” meuns un offer of shures in the Compuny, or offer or issue of warrant,
options or other securities yiviny rights to subscribe for shures open for u period fixed
by the directors of the Compuny to holders of shures of the Compuny on the reyister
of members of the Compuny onh u fixed record dute in proportion to their then
holdings of shares us ut that dute (subject to such exclusion or other urrangements
us the directors of the Compuny muy deem necessury or expedient in relution to
fructionul entitlements or huving regurd to uny restrictions or obligutions under the
laws or the reyuirements of uny recoynised reyulutory body or uny stock exchunye
in uny territory outside Hony Kony).”

B. "THAT:

(w) the exercise by the directors of the Compuny during the Relevant Period of dll powers
of the Compuny to purchuse its owh shures, subject to puragraph (b) below, be und
is hereby generdlly und unconditionully upproved;

) the ugyreyute nominul umount of shures of the Compuny which muy be repurchused
by the Compuny on the Growth Enterprise Murket of The Stock Exchunye of Hony
Kony Limited or uny other stock exchunye recoynised for this purpose by the Securities
and Futures Commission of Hony Kony und The Stock Exchunge of Hony Kony Limited
under the Hony Kony Code on Shure Repurchuse pursuunt to the upproval in
puragraph (u) ubove shall not exceed 10 per cent. of the uyyregyute hominul umount
of the issued share capital of the Compuny us ut the date of pussing this Resolution
and the authority pursuant to puragraph (a) of this Resolution shall be limited
uccordingly; und

©) for the purpose of this Resolution, “Relevunt Period” shull huve the sume meuniny us
ussigned to it under Ordinury Resolution 4A of this notice.”

C. “THAT: conditionul upohn Resolutions 4A und 4B ubove beiny pussed, the ugyreygyute hominal
amount of shares in the capital of the Compuny which are repurchused by the Compuny
under the uuthority yrunted to the directors us mentioned in Resolution 4B ubove shull be
udded to the ugyreyute nominul umount of share cupitul that muy be ullotted or uyreed
conditionully or unconditionully to be ullotted by the directors of the Compuny pursuunt to
Resolution 4A, provided thut the umount of shure cupitul repurchused by the Compuny
shull not exceed 10 per cent. of the totul nhominul umount of the shure cupitul of the
Compuny in issue on the dute of this Resolution.”
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D. “THAT:

(w) conditionul upon The Stock Exchunge of Hony Kony Limited grunting upprovul of the
listing of und permission to deul in the shares of the Compuny falling to be issued
pursuunt tfo the exercise of uny options under the hew shure option scheme of the
Compuny (the “Scheme”), the Scheme, in the form submitted to this meeting und for
the purposes of identification initiulled by the Chairmun und murked “A”, be und is
hereby upproved und udopted und the existing shure option scheme which wus
udopted on 16 August 2001 be und is hereby terminuted (without prejudice to the
rights und benefits of und uttuched to dll those options yrunted under the existinyg
shure option scheme which ure outstunding); und

) the directors of the Compuny be und they are hereby uuthorised to tauke such steps
us muy be hecessury to implement the Scheme und to do dll ucts und deeds pursuunt
thereto including but hot limited to the offer or yrunt of options und the issue und
dllotment of shures in the Compuny upon the exercise of uny options under the
Scheme, und so thut the uuthority given hereby shull continue for the durution of the
Scheme.”

By order of the Bourd
Hon Yin Wah, Eva
Compuny Secretary

Hony Kony, 31 March 2003
Notes:

1. A member entitled to uttend und vote ut the Anhuul Generul Meeting convened by the ubove notice is entitled to
dppoint one or more proxies to uttend und vote on his/her behulf. A proxy heed not be u member of the Compuny.

2. To be vulid, u form of proxy und the power of uttorney or other authority, if uny, under which it is signed or u noturially
certified copy of such power or uuthority must be deposited with the Compuny’s principul office ut Room 2712, 27th
Floor, West Tower, Shun Tuk Centre, 168 - 200 Connuuyght Roud Centrul, Honyg Kony not less thun 48 hours before the
time uppointed for the holding of the Annuul Generul Meeting or uny udjournment thereof. Completion und return of
the form of proxy will hot preclude u member from uttending und voting in person.

3. A form of proxy for the meeting will be enclosed with the unnual report,

4, If two or more persons ure joint holders of u shure of the Compuny, the vote of the senior who tenders u vote, whether
in person or by proxy, will be uccepted to the exclusion of the other joint holder(s). For this purpose, seniority shull be

determined by the order in which the humes stund in the reyister of members of the Compuny in respect of the joint
holdiny.

5. In relution to proposed Resolutions 4A, 4B und 4C ubove, upprovul is beiny sought from the members for the ygrunt to
the directors of u yenerul mundute to uuthorise the issue und repurchuse of shares pursuunt to the Rules Governing the
Listing of Securities on the Growth Enterprise Murket of The Stock Exchunye of Hohy Kony Limited (the "GEM Listiny
Rules”). The explunutory stutement required by GEM Listing Rules in connection with the repurchuse mundute will be
disputched to members toyether with the unnuul report.
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