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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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M Business Review

The Group is devoted to the solution of mechanicul und electrical transportation projects in the People’s
Republic of Chinu (the "PRC"), the whole solution of Expressway neftworks foll collection system and system
integration und R&D of hew product in IT industry.

The muin projects that the Group hus contracted in year 2003 were:

1. "Yuxi - Yuunjiuny Expresswuy toll collection system expunsion” project in Yunnun province.

2. “Yuunjiung - Mohei Expresswuy toll collection system” project in Yunnun province.

3. The second phuse of the "Huunun Expressway toll collection system” project in Guungdony province.
4, “Hurbin ring Expresswuy (West Section) Supervising System” project in HelongJiuny province.,

5. "Yunshun - Pingyuunjie Expresswuy toll collection system” project in Yunnun province.

6. “Shenzhen - Shentou toll collection softwure” project in Guungdony province.

7. Sighed severul open-ended toll collection system projects in Hebei province, Hunun province, Helonyjiuny
province, Inner-Monyoliu etc in the PRC.

8. From the end of yeur 2002 to the beyinniny of yeur 2003, signed Fujiun province Fuding-Ningde Expressway
vehicle license idenfification system (44 lanes) und Fujiun province Luoyuun — Changle Expresswuy vehicle
license idenftificution system (24 lunes), which were both finished in year 2003. Af the sume time, we
completed Yunnun province Duli - Buoshun Expresswuy vehicle license identificution system (40 lunes) in
yeur 2003.

9. Signed u couple of confructs with the General Administration of Sport on the Infelligent Building Project of
the Swimming Gymnusium, Diving Gymnusium, Water-Polo Gymnasium, Gymnusium und Guest House, GAS
commission IT intelligent udministrutive system und DDN network uccess system.

Product and Development

“The DY2000-Vehicle License Idenfificution System” wus widely udopted in yeur 2003. This product hus been
upyruded muny times ufter continuing practice in order to fit for all kinds of speciul demand in different fields.
After improvement, the uduptubility of this product in environment of low light degree und high speed is much
better thun before. The product will huve wide practicul value in hot only expressway toll collection system areu,
but dlso in other ureus such us city communicution maunugement and customs inspection. Therefore, it can bring
more benefit for our Group.
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M Prospect

The Group will still focus on mechunicul und electricul trunsportution projects us well us the sule of products
und the relevant project of IT industry. While sustaining the leading position in the mechunicul und electricul
fransportution enyineering of u sinygle expresswuy, the Group will strive to develop und implement expresswuy
network toll collection system projects in euch province und severul expresswuy hetworks. The Group hus ulreudy
joined the bid for the followinyg projects, most of which dre the expunsion of the contracted projects of the
Group, especidlly in network toll collection section. These projects ure: “Shenzhen Expressway hetwork toll system
project” (including original system clussificution und the following system of uccounts ullocuted by reyions),
"Guunyzhou Expresswuy (Eust, south und west section) network toll collection system”, "Guunydony province
Funyu Bridye network toll collection system”, "Guunydony province Huunhun Expresswuy network toll collection
system” und “Yunnun province Yuxi — Yuunjiuny, Yuuhjiuny — Mohei Expresswuy hetwork toll collection system”
etfc.

Accordiny to the unulysis of the pructicul experience in mechunicul und electricul trunsportution projects,

the Directors believe thut the rupid development of this field is inevituble und unticipute u favouruble result cun
be uchieved in the hext finunciul yeur while the lony term growth prospect of the Group remuins strony.

M Appreciation

On behulf of the bourd of Directors (the “Bourd”), | would like to express my ygrutuities to ull 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.

Yan, Daniel X.D.
Chuirman

29 Murch 2004, Beijiny

44
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M Financial Highlights

2003
HK$*000

2002
HK$*000

Chunye

OPERATING RESULTS

Turnover 23,854
Gross profit 6,189
Operuting expenses 11,065
Other operating expenses 3,976
Share of loss of un ussociuted compuny 1,155
Loss uttributuble to shureholders (10,006)

Loss per share — busic (5.10 cenfts)

FINANCIAL POSITION

Totul ussets 18,109
Cush und bunk bulunces 3,547
Shureholders’ funds 5,774
FINANCIAL RATIOS

Current rutio 0.82
Geuring rutio N/A

23,423
2,892
14,348
26,874
1.912

(40,183)
(21.32 cents)

21,013
5,140
12,935

1.7
N/A

2%
114%
-23%
-85%
-40%
-75%
-76%

-14%
-31%
-55%

-52%
N/A

B Financial Review

The humber of compunies purticiputing in mechunicul und electricul tfrunsportution projects is increusing in
the PRC, which hus brought keen competition to the industry. The Group hus been implementing cost meusures
to reduce operutionul costs. Cost reduction meusures huve been put in pluce in the ureus of heudcount und
professionul fees. The cost of sulury wus upproximutely HK$4,568,000 (2002: HK$6,619,000), decreused by 31%. The
SARS impuct in the PRC, especidlly in Beijing led to delay the Group’s turnaround momentum such that the results
could huve been better without SARS. The Group’s turhover for the yeur ended 31 December 2003 wus
upproximutely HK$23,854,000 (2002: HK$23,423,000), increused by 2% compuring with lust year. In respect of the
network toll collection systems, tfurnover of HK$8,869,000 und HK$7,227,000 wus derived from the projects of Jixi-
Mudunjiung Expressway und Yuxi-Yuunjiung Expressway respectively. The gross profit margin increused from 12%

to 26% wus due to the successful cost meusures in those projects.

HKS$ million

Turnover & Net Profit/(Loss)

50
47.0

40

‘- Turnover

30 23.8 23.4

18.0

2000

2003 2002 2001

rl Net Profit/(Loss)

10.0

40.2
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Conseqyuently, loss uttributable to shareholders for the yeur ended 31 December 2003 reduced fo upproximutely
HK$10,006,000 us compured to upproximutely HKS40,183,000 for the correspondiny yeur ended 31 December
2002. Distribution costs for 2003 totuling upproximutely HKS$3,205,000 (2002: upproximutely HK$3,937,000).
Administrutive expenses decreused to upproximutely HK$7,860,000 in 2003 (2002: upproximutely HK$10,411,000),
which wus due to the Group’s concerted efforts to muximise operutionul efficiency und streumline operutional
expenses. The Group hus tuken uctions to reduce the busic sulury of its munugement und working stuff, including
the executive directors. Cost reduction meusures huve beeh put in pluce in the ureus of heudcount und
professionul fees, these cost-control meusure proved to be effective in lowering the Group’s overull administrative
expenses.

The munugement is dedicuted to the reseurch und development of the fruffic surveillunce system. The
inftelligent truffic munugement system will enhunce the ride of pussenyers. The Group will develop u hew city
fruffic munugement solution buse on the existing trunsportution technoloyy solution und will represent u first
move of this kind in the PRC. The Group hus invested upproximutely HK$1,738,000 for the yeur 2003.

The Compuny received the uudited consoliduted finunciul stutements of the CTIA VSAT Network Limited
toyether with its subsidiury (the “CTIA Group”) for the yeur ended 31 December 2002 on 24 July 2003. Accordiny
to the audited consolidated finuncial stutements of the CTIA Group, us ut 31 December 2002, the uudited net
liubilities of the CTIA Group umounted to HK$5,385,477 which represent u diminution of HK$9,772,048 (the “shortfull”)
when compured with the uudited net usset vulue of the CTIA Group us ut 31 December 2001 of HK$4,386,571. The
40% of the short full of upproximutely HK$3,908,819, will be puyuble by the Excellent Ideu Group Limited und its
ultimute owner (together the “Indemnifiers”) upon the Compuny’s demand. The Compuny is currently hegoftiuting
with the Indemnifiers on the repuyment term.

In August 2003, the Group hus successfully pluced 12,000,000 new shures, those shures represented
dupproximutely 6.25% of the issue share cupital of the Compuny at the fime of the hew issue und upproximutely
5.88% of the enlarged issue shure cupital of the Compuny. The net proceeds were retuined by the Group for
ygenerul working cupitul purpose.

HK$"million . Total assets, Shareholders’ fund
50 R agugs
& Total liabilities
40 237 4
33.6 ‘ Total asset
30
21.0 rl Shareholders’ fund
18.0 P
20 6.4
12.9 [ Total liabilities
10
ol |
2003 2002 2001 2000
-10
8.10
12.3 10.4
-20 17.2
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The Group’s liyuidity ratio wus deterioruted in yeur 2003, which wus due to compurutively more projects were
contracted in the lust quarter of the year 2003. These receipts were included in the umounts due fo customer for
contruct works of the bulunce sheet. Bused oh the Hony Konhy Stutement of Stutement Accounting Pructice
No.23 “HKSSAP”, no revenhue wus recoynised from these projects though we huve done some foundution works
oh them. If the umounts due fo customers for contract works ure excluded, the Group'’s liquidity ratio is 1.08.

The Group udopts un ugyressive business development strategy with the objective of pluying un importaunt
role in the transportution technoloygy solution industry in the PRC. The Group hus been implementing cost reduction
medusures to reduce operational costs. The Directors will continue to be vigilunt in controlling operuting costs und
muintaining operational efficiency with a view to muximising the profitubility of the Group.

Capital structure, liquidity and financial resources

In August 2003, the Group hus successfully pluced 12,000,000 new shures, those shures represented
dupproximutely 6.25% of the issue share cupital of the Compuny ut the tfime of the hew issue und upproximutely
5.88% of the enlarged issue shure cupitul of the Compuny. The net proceeds were retuined by the Group for
ygenerul working cupitul purpose.

As at 31 December 2003, the Group hud cush und cush equivalents umounting to u totul of upproximutely
HK$3.5 million. Additionally, the Group’s yeuring rutio wus zero. This is bused on the division of lony-term debt by
total ussets. The Group’s liquidity ratio is 0.82 with ho bunk borrowing.

The bunk deposit of the Group is pledyed to secure u performunce bond issued by u subsidiury in connection
with u contract signed with u customer. Other thun the ubove, the Group did hot huve uny churges on its ussets
during the yeur ended 31 December 2003.

Foreign currency risk

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

Contingent liabilities

As ut 31 December 2003, the Group did hot have uny material contingent liabilities.
Employee information

The Group employed 42 full time employees with included 39 members of stuff employed in the PRC us ut 31
December 2003. Remunerution of the stuff comprised of monthly salary, provident fund confributions, medicul
cluims, training programmes, housing ullowunce aund discretionary options bused onh their contribution to the
Group.

The Group hus not experienced uny significunt lubour disputes during the yeur under review which led to the
disruption of its hormul business operutions. The Directors consider the Group'’s relutionship with its employees to
be yood.

Material acquisitions and significant investment

The Group hus ho material ucquisition or disposul of subsidiaries und uffiliated compunies during the year
ended 31 December 2003, it hus ho plun for material investments or cupital ussets.

Anyels Technoloyy Compuny Limited Annudl Report 2003
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The followiny is u compurison of the uctudl business proyress in the yeur 2003 us meusured uguinst the
stutement of business objectives set out in the prospectus (the “"Propectus”) of the Compuny duted 22 Auygust
2001. The udministrative teum of our Group will contfinue tfo check their uim and strategy, und adjust when

necessury.

M Business Objectives

Transportation technology solutions

o Implementution of “ohe-curd-puss” electronic toll
collection technoloygy on puart of the expressway
networks in Guunydony province.,

o Complefte system design for “ohe-curd-puss”

electronic toll collection technoloyy onh the
expressway hetworks in Yunnun Province.

Freight logistics management information
system
¢ Complete the implementution of Guunyzhou

loyistics munuygement informaution system on most
of the operating fruck depots in Guunyzhou.

¢ Promote the loyistics munuygement informution
system in other myjor cifies in Southern China.
Research and development

e To reseurch onh hutionul stundurds of expresswuy
systems infegration.

e To reseurch on the technoloyy of automautic
verification of vehicle registration humbers

Resources, employment and administration

o Estublish u softwure development center in
Guunyzhou, Guunydony province in the PRC.

o Expund the soffwure development depurtment.

M Actual Business Progress

Networkiny tolling project hus been implemented
section by section.

Finished. The project will be implemented section by
section.

A significunt cupitul is reguired for this project by the
developer so the decision process is deluyed then the
development of the loyistics munugement system hus
slowed down.

The movement of existing goods und the setting up of

new yudrds hus slowed dowh, us u result, the
implementution of the project is deluyed.

Cooperute with the relevunt speciulists from hational
ITS center.

In the process of vehicle munugement test using RFTD
technholoyy.

This project is deluyed becuuse the slow proyress of
the loyistics munugement projects.

Expunded.

Angels Technology Company Limited
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M Use of Proceeds

The net proceeds from the initial public offering (the
dreus:

“IPC Proceeds”) hud been upplied in the followiny

Actual use  Actual use Actual use Amount
for the for the for the utilised up Adjusted
year ended year ended year ended to use of the
31 December 31 December 31 December 31 December IPO
2001 2002 2003 2003 Proceeds
(Note 1) (Note 2) (Note 3)
HKS million  HKS million  HKS million HKS million  HKS million

|
Trunsportution fechnoloyy solutions 1.7 3.1 0.3 5.1 5.1
Freight loyistics munugement infomation system 1.9 05 - 24 24
Reseurch und development 3.8 24 0.1 6.3 6.3
Resources, employment und udministrution 0.1 0.1 - 02 02
7.5 6.1 04 14.0 14.0
Notes:

1. Detdils huve been setf out in the 2001 Annuul Report.

2. Detuils huve been set out in the 2002 Ahnuul Report.

3. Detuils of udjusted use of the IPO Proceeds huve been set out in the unhouncement mude by the Group on 21

November 2002.

Anyels Technoloyy Compuny Limited

Annuadl Report 2003

| 9




10 |

M Executive Directors

Mr. YAN, Duniel X.D., uged 41, uppointed on 7 April 2000, is the Chairmun of the Compuny. Mr. Yan is primarily
responsible for the Group’s overull strateyic plunning, business development und sules und murketing since the
estublishment of Beijing Angels in 1994, 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 struteyic plunning, business development,
sules und murketing. He holds u buchelor’s deyree in muthemuatics und computer science from the Cupitul
University of Economics und Trude, the PRC.

Mr. LAU, Andrew Kim, uged 35, uppointed on 7 April 2000, is un executive director of the Compuny. Mr. Lau is
primarily responsible for the Group’s overdll struteyic plunning und formulution of corporute strateyy of the Sules
und Murketing Operation. Mr. Lau yruduuted from Duliun Maritime University, the PRC in 1992, Mr. Luu joined the
Group in October 1996. Mr. Lau is the spouse of Ms. Shek Ying, Christine.

Mr. ZHU Quun, uged 41, uppointed on 11 Junuary 2001, is un executive director of the Compuny. Mr. Zhu is
primarily responsible for the Group’s reseurch und development uctivities und munugement of the projects. Mr,
Zhu holds u buchelor’s deyree in muthemutics und computer science from the Cupitul University of Economics
and Trade. Mr. Zhu joined the Group in May 1996 us the yeneraul munugyer.

Ms. SHEK Yiny, Christine, uged 33, uppointed on 11 Junuury 2001, is un executive director of the Compuny.
Ms. Shek is primurily responsible for the Group’s overseus business development und cooperution with foreign
business purthers. Ms. Shek holds u buchelor’s deygree in English Lunguuye und Literuture from Beijing Normul
University. After graduution in 1992, Ms. Shek worked for un informution technoloyy compuny for upproximutely
six yeurs. Ms. Shek joined the Group in April 2000. Ms. Shek is the spouse of Mr. Lau, Andrew Kim.

M Independent Non-executive Directors

Mr. YANG Xiuopiny, uged 41, uppointed on 11 Junhuury 2001, is un independent hon-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 46, uppointed on 11 Junuary 2001, is un independent non-executive director of the
Compuny. Mr. Zhuo is currently the executive director of Grundmuss Enterprise Solution Limited, a compuny listed
oh the GEM. Mr. Zhuo holds u Muster’s degree in Arts from the University of Texus ut Austin, the US und u
buchelor’s deygree in chemistry from Zhongshan University, the PRC.
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M Senior Management

Mr. ZHU Jiu Wei, uged 66, is the chief tfechnicul consultunt of the Group. Mr. Zhu joined the Group in 1996 us
the chief tfechnicul consultunt to provide technicul support fo the Group’s products und services. After gruduution
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 41, is the yenerul munuger of the Group. Dr. Miuo ussists in estublishiny
und implementing the corporute development strategies of the Compuny. Dr. Miuo holds u doctorute’s deyree
in Engineering 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 information fechnoloyy industry.

Mr. JIN Ji Dony, uyed 41, is the heud of the systems depurtment of the Group. Mr. Jin is responsible for the
systems urchitecture desigh und the prepuration of tender documents. Mr. Jin holds u buchelor’s degree in
muthemutics und computer science from the Cupital University of Economics und Trude, the PRC. Before joininy
the Group in Murch 1997, Mr. Jin lectured us un ussistunt professor ut the Cupital University of Economics und
Trade, the PRC.

Mr. YAN Xiuo Qiuny, uged 34, is the ussistunt general munager of the Group. Mr. Yun Xiuo Qiung holds u
buchelor’s deygree in electrical 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 Zhan, uged 40, is the heud of the enyineering depurtment of the Group. Mr. Tiun holds u muster’s
deyree in telecommunicutions enyineering from Northern Jiaotony University, the PRC und u muster’s degree in
electrical engineering from Zurich Federdl Institute of Technology, Switzerlund. Mr. Tiun joined the Group in 1998
und hus over 10 yeurs of experience in soffwure development.

Mr. Wonhy Choi Chuk, uged 39, is the financiul controller und compuny secretary of the Compuny. Mr. Wony
hus worked for vurious listed compunies for over 10 yeurs. Mr. Wony is primurily responsible for the Group's
finunciul projection, finuhce control und uccounting of the Group. Mr. Wony holds u buchelor’s deyree in
Accounting from the University of Lincolh, Englund. Mr. Wony is un ussociute member of the Hony Konhy Society of
Accountunts und the Associution of Chartered Certified Accountunts.

Ms. WANG Jiu Niny, uged 55, is the finunciul munuger 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 gyovernmentul
institution us the heud of the finunce division.
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The Directors ure pleused to present their report together with the audited finuncial statements of the Compuny
und its subsidiuries (collectively refer to the “"Group”) for the yeur ended 31 December 2003.

M Principal Activities and Geographical Analysis of Operations

The Compuny is un investment holding compuny. The principal uctivities of its subsidiaries ure set out in nofe
12 to the finuncial stutements.

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

M Results and Appropriations

The results of the Group for the yeur ended 31 December 2003 ure set out in the consoliduted income
statement on puyge 21.

The Directors do not recommend the puyment of u dividend for the yeur ended 31 December 2003.

M Fixed Assets

Detdils of movements in fixed ussets of the Group ure set out in hote 11 to the finuncial stutements.

M Share Capital

Detuils of movements in the shure cupitul of the Compuny ure set out in hote 23 to the finunciul stutements,

M Reserves

Detuils of movements in the reserves of the Group und the Compuny are set out in hotfe 25 to the finuncial
stutements.

B Directors

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

Mr. Yan, Daniel X.D.

Mr. Lau, Andrew Kim
Mr. Zhu Quun

Ms. Shek Yiny, Christine

Independent Non-Executive Directors

Mr. Yuny Xiuoping
Mr. Zhauo Minyg

In uccordunce with the article 87(1) of the Articles of Association of the Compuny, Mr. Lau, Andrew Kim refires
from office und, beiny eligible, offer himself for re-election at the forthcoming unnual generul meeting. Mr. Lau
does hot huve u service contfruct with the Compuny which is not determinable by the Compuny within one year
without puyment of compensution, other thun stututory compensution.
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M Directors’ Service Contracts

Euch of the executive Director hus entered into u service confruct with the Compuny for u term of three
yeurs commencinyg from 7 April 2000 (in the cuses of Mr. Yan, Duniel X.D. und Mr. Lau, Andrew Kim) und 11
January 2001 (in the cuses of Mr. Zhu Quun und Ms. Shek Yinyg, Christine) respectively. The service confracts shall
continue thereufter until terminuted by either purty giving the other not less thun 90 duys’ hotice ufter the
expiration of the suid initial fixed term.

M Directors’ and Chief Executive’s Interests and Short Positions in the Shares,
Underlying Shares and Debentures of the Company or any Associated
Corporations

As ut 31 December 2003, the interests und short positions of euch Director und Chief Executive of the Compuny
in the shares, underlying shares und debentures of the Compuny or uny of its ussociuted corporations (within the
meuniny of Purt XV of the Securities und Futures Ordinunce, Chupter 571 under the luws of Hony Kony) (the
"SFO"), which were hofified to the Compuny und the Stock Exchanyge pursuant to Divisions 7 und 8 of Part XV of
the SFO (including uny inferests und short positions which they have taken or deemed to have fuken under such
provisions of the SFO), or which were required, pursuunt to Section 352 of the SFO, to be entered in the reyister
referred fo therein, or which were required, pursuunt to Rules 5.40 to 5.58 of the GEM Listing Rules, to be nofified
to the Compuny und the Stock Exchunye were us follows:

(I) Interests in shares of the Company (Note 1)

Number of ordinary shares

Percentage

of issued

Personal Corporate Family Other share

Name interests interests interests interests Total capital

(Note 2)

|

Yun, Duniel X.D. 1,500,000 (L) 76,900,000 (L) - - 78,400,000 38.43%
(Note 4)

Lau, Andrew Kim 1,000,000 (L) 35,100,000 (L) - - 36,100,000 17.70%
(Note 5)

Zhu Quun 1,000,000 (L) - - - 1,000,000 0.49%

Shek Yiny, Christine 400,000 (L) - - - 400,000 0.20%

Notes:

1. As defined in Section 311 of the SFO, u reference to inferests in shures comprised in the relevunt shure cupital of u listed
corporution includes u reference to interests in shures so comprised, which ure the underlying shures of equity derivutives.

2. These interests ure the sume interests us those described in Section (ll) below.

3. The letter "L" denotes u lony position in the shures.
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4. These shures ure beneficiully owned by Sebustiun Internutionul Holdings Limited (“Sebustiun”), u compuny incorporuted
in the British Virgin Islunds. By virtue of his 100% shureholding in Sebustiun, Mr. Yan, Duniel X.D. is deemed or tuken o be
interested in the 76,900,000 shures owned by Sebustfiun.

5. These shures ure beneficiully owned by Mituc Internationul Holdings Limited (*Mituc”), a compuny incorporuted in the
British Virgin Islands. By virtue of his 100% shareholding in Mituc, Mr. Lau, Andrew Kim is deemed or tuken to be inferested
in the 35,100,000 shures owned by Mituc.

(IDInterests in equity derivatives (as defined in the SFO) in, or in respect of, underlying shares
As ut 31 December 2003, the executive Directors huve outstunding share options granted pursuunt to the
Compuny’s shure option scheme, detuils of which were set out below und in the section heuded "“Share Option

Scheme”.

Consideration

Number of

underlying

shares in

respect of

outstanding

options Price for
Date of at 31 grant Exercise Exercisable
Name grant  December 2003 (for all) price period
(HK$) (HKS)

|
Yan, Duniel X.D. 28.3.2002 1,500,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011
Lau, Andrew Kim 28.3.2002 1,000,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011
Zhu Quun 28.3.2002 1,000,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011
Shek Yiny, Christine 28.3.2002 400,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011

Note: the letter "L” denotes u lony position in the underlying shures.

Suve us disclosed ubove, us ut 31 December 2003, hone of the Directors, Chief Executive of the Compuny or
their ussociutes had any interests in the shares or debentfures of, or short positions in the shares of, the Compuny
or uny of its ussociuted corporutions (within the meuninyg of Purt XV of the SFO) which would huve to be nofified
to the Compuny und the Stock Exchunge pursuunt to Divisions 7 und 8 of Purt XV of the SFO (including interests or
short positions which they huve tuken or deemed to huve tuken under such provisions of the SFO) or which were
reyuired, pursuunt to Section 352 of the SFO, to be entered in the reyister referred to therein, or which were
required, pursuunt to Rules 5.40 to 5.58 of the GEM Listing Rules, were required to be noftified to the Compuny und
the Stock Exchunye.

B Share Option Scheme

The Compuny udopted u shure option scheme (the “Old Scheme”) on 16 August 2001 which wus terminuted
pursuant to u resolution pussed ut the unnuul generdl meeting held on 25 April 2003, und the summury of the
principal terms of the Old Scheme is set out in Appendix IV of the prospectus of the Compuny duted 22 Auyust
2001 under the section heuded “Shure Option Scheme”.
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Before 25 April 2003, options comprising u fotul of 8,288,000 underlying shares were granted under the Old
Scheme to employees (including executive Directors) of the Group ut un exercise price of HKS1.28 per shure with
the option period from 10 August 2002 fo 9 August 2011 (both dutes inclusive) (first franche of 50% exercisuble
from 10 August 2002 und the remaining tranche of 50% from 10 August 2003).

Detuils of share option movements during the yeur under the Old Scheme dre us follows:

Number of Share Options

Closing
price Outstanding Outstanding
before at 1 Lapsed at 31
Date of  Exercise Exercisable date of January  during the December
Name grant price period grant 2003 year 2003
(HKS) (HKS)
|
Yan, Duniel X.D.* 28.3.2002 1.28 10.8.2002 - 1.30 1,500,000 - 1,500,000
9.8.2011
Lau, Andrew Kim* 28.3.2002 1.28 10.8.2002 - 1.30 1,000,000 - 1,000,000
9.8.2011
Zhu Quun* 28.3.2002 1.28 10.8.2002 - 1.30 1,000,000 - 1,000,000
9.8.2011
Shek Ying, Christine*  28.3.2002 1.28 10.8.2002 - 1.30 400,000 - 400,000
9.8.2011
Employees 28.3.2002 1.28 10.8.2002 - 1.30 4,388,000 (1,000,000 3,388,000
9.8.2011

8,288,000  (1,000,000) 7,288,000

*

executive Directors of the Compuny

No options grunted to Directors und the employees had been exercised or cuncelled.

The Compuny’s hew shure option scheme (the “New Scheme”) wus udopted ut the unnhuul generul meeting
held on 25 April 2003. A summury of the principul terms of the New Scheme is set out in the circulur of the
Compuny duted 31 Murch 2003,

Under the New Scheme, the Directors may, at their discretion, offer options fo Parficipunts (us defined in the
circular of the Compuny dufed 31 March 2003) to subscribe for shares in the Compuny subject to the ferms and
conditions stipuluted therein. No options huve yet been gyrunted under the New Scheme.

The options yrunted dre not recoynised in the finuncial stutements until they ure exercised.

B Directors’ Interest in Contracts

No contructs of sighificunce in relution to the Group’s business to which the Compuny or its subsidiuries wus u
party and in which a Director of the Compuny hud u material interest, whether directly or indirectly, subsisted at
the end of the yeur or ut uny time during the yeur under review.

| 15
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M Directors’ and Chief Executive’s Rights to Acquire Shares or Debt Securities

Suve us disclosed under the section heuded "Directors” und Chief Executive’s Interests und Short Positions in
the Shares, Underlying Shares und Debentures of the Compuny or any Associated Corporations”, us ut 31 December
2003, neither the Compuny nor any of its subsidiaries wus a party to any arrangements to enable the Directors
und Chief Executive of the Compuny to ucyuire benefits by meuns of the ucyuisition of shares in, or debt
securities, includiny 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 uge of 18, hud uny right to subscribe for
the securities of the Compuny, or hud exercised uny such rights.

M Substantial Shareholders

Other than interests disclosed in the section heuded "Directors’ und Chief Executive’s Interests und Short
Positions in the Shares, Underlying Shares und Debentures of the Compuny or uny Associuted Corporutfions”
ubove, us ut 31 December 2003, the reyister of substuntial shareholders muintained by the Compuny pursuant to
Section 336 of the SFO disclosed the following persons or corporautions us having un inferest of 5% or more of the
issued share cupital of the Compuny.

Capacity/ Percentage of

Name Nature of interest Number of Shares issued share capital

|

Sebustian Beneficiul Owner 76,900,000 (L) 37.70%
(Note 1)

Mituc Beneficiul Owner 35,100,000 (L) 17.20%
(Note 2)

Lum Leuny Huny Beneficiul Owner 12,896,000 (L) 6.32%
(Note 3)

Lau Yinyg Yiny, Angelu Interest of Spouse 78,400,000 (L) 38.43%
(Note 4)

Noftes:

1. Sebustiun is u compuny incorporuted in the British Virgin Islunds with limited liubility, und wholly owned 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.

3. To the best knowledye of the Directors, this party is independent of und not connected with the Directors, Chief
Executive, substuntiul shureholders or munuygement shureholders of the Compuny or un ussociute of uny of them.

4. Ms. Luu Yiny Yiny, Anyelu is deemed to be inferested in these shures by virtue of the fuct thut she is the wife of Mr. Yun,
Duniel X.D., the Chuirmun und un executive Director of the Compuny.

Suve us disclosed ubove, us ut 31 December 2003, the Directors ure not uwure of uny other persons who hus
interests in the shures or debentures of, or short positions in the shures of, the Compuny or uny ussociuted
corporution (within the meuning of Purt XV of the SFO) which would full fo be disclosed to the Compuny under
Divisions 2 und 3 of Part XV of the SFO.
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M Management Contracts

No contructs concerning the munugement und udministrution of the whole or uny substuntiul purt of the
business of the Compuny were entered into or existed during the yeuar,

B Convertible Securities, Options, Warrants or Other Similar Rights

Apurt from the share options, detfuils of which dare set out ubove in the section heuded “Shure Option
Scheme”, the Compuny hud ho outfstunding convertible securities, options, warrants or other similar rights us at
31 December 2003. There hud been no exercise of convertible securities, options, warrants or other similar rights
during the yeur ended 31 December 2003.

B Major Customers and Suppliers

Informution in respect of the Group’s sules und purchuses uttributuble to the mujor customers und suppliers
respectively during the yeurs ended 31 December 2003 und 2002 ure us follows:

Percentuye of the Group's toful

Sales Purchuses
2003 2002 2003 2002
|
The largest customer 37% 85%
Five lurgest customers in uyyreyute 88% 95%
The largest supplier 10% 73%
Five lurgest suppliers in ugyreyute 32% 82%

None of the Directors, their ussociutes or uny shareholders (which to the knowledye of the Directors, own
more thun 5% of the Compuny’s issued shure cupitul) had uny interest in the mujor customers und suppliers
noted ubove.

I Competing Interest

None of the Directors or the munugement 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.

B Distributable Reserves

Distributuble reserves of the Compuny ut 31 December 2003 umounted to HKSNil (2002: HK$12,426,000). Under
Section 34 of the Compunies Luw (2000 Revision) of the Cuymun Islands, the share premium is available for
distribution to shareholders subject to the provision of the Articles of Associution of the Compuny und no distribution
shall be puid to shareholders out of the share premium unless the Compuny shall be uble fo puy its debts us they
full due in the ordinury course of business.

M Pre-emptive Rights

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

M Purchase, Sale or Redemption of Shares

The Compuny hus hot redeemed uny of ifs shares during the yeur. Neither the Compuny nor any of its
subsidiaries hus purchused or sold uny of the Compuny’s shares during the year.
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M Sponsor’s Interest

Pursuunt to un uygreement duted 23 Auyust 2002 entered into between the Compuny und Goldbond Cupitul
(Asiu) Limited ("Goldbond”) (formerly knowh us Asiu Investment Cupital Limited), Goldbond wus uppointed by
the Compuny us the Compuny’s sponsor und wus entitled to receive u fee for the period from 30 August 2002 to
31 December 2003.

Suve us disclosed herein, hone of Goldbond, its directors, employees or ussociutes (us referred to in Rules 6.35
of the GEM Listing Rules) had uny interests in any cluss of securities of the Compuny or uny other compuny in the

Group (including options or rights to subscribe for such securities) us ut 31 December 2003.

B Compliance with the GEM Listing Rules

The Compuny hus complied with the GEM Listing Rules except thut the independent honh-executive Directors
ure not uppointed for u specific term. The independent hon-executive Directors ure subject to retirement by
rofation und re-election ut the annual general meeting of the Compuny in accordunce with the provisions of the
Arficles of Association of the Compuny.

M Board Practices and Procedures

The Compuny hus complied with Bourd Pructices und Procedures us set out in Rules 5.28 to 5.39 of the GEM
Listing Rules throughout the yeur ended 31 December 2003.

B Audit Committee

The Compuny estublished un audit committee on 16 August 2001 comprising the independent non-executive
Directors, Mr. Yany Xiuoping und Mr. Zhao Minyg. The written terms of reference of the audit committee comply
with the GEM Listing Rules. The primury duties of the uudit committee ure to review the Compuny’s unnhuul reports
und finunciul stutements, hulf-yeur reports und uaurterly reports und to provide udvice und comments thereon
to the Bourd. The uudit committee of the Bourd will ulso be responsible for supervising und reviewiny the finunciul
reporting process und infemal confrol system of the Group.

The uudit committee held four meetings during the yeur ended 31 December 2003.

B Auditors

In Junhuary 2003, the Bourd of Directors uccepted the resighation of PricewuterhoseCoopers, who ucted us
auditors of the Compuny for the yeur ended 31 December 2001 und Messrs. RSM Nelson Wheeler were uppointed
us audifors of the Compuny to fill in the cusudl vacuncy. A resolutfion to re-uppoint the auditors, Messrs. RSM
Nelson Wheeler, will be proposed ut the forthcoming unnuul yenerul meeting.

By order of the Bourd

Yan, Daniel X.D.
Chdairman

29 Murch 2004, Beijiny
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RSM Nelson Wheeler

& OB X & & M O17

Certified Public Accountants

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ANGELS TECHNOLOGY COMPANY LIMITED
(Incorporuted in the Cuymun Islunds with limited liability)

We have audited the financiul stutements on puges 21 tfo 47 which have been prepured in uccordunce with
uccounting principles yenerully uccepted in Hony Kony.

B Respective responsibilities of directors and auditors

The Directors ure required to prepure finunciul stutements which yive u frue und fuir view. In prepurinyg
finunciul stutements which yive u true und fuir view it is fundumentul thut uppropriute uccounting policies ure
selected und upplied consistently.

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

our opinioh solely to you, us u body, und for ho other purpose. We do not ussume responsibility fowards or
uccept liability to any other person for the contents of this report.

M 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 exumination, on u test busis, of evidence relevunt to the umounts und
disclosures in the finunciul stutements. It ulso includes un ussessment of the significunt estimutes und judyements
mude by the Directors in the prepurution of the finunciul stutements, und of whether the uccounting policies ure
uppropriute to the circumstunces of the Compuny und the Group, consistently upplied und udequautely disclosed.

We plunned und performed our uudit so us to obtuin ull the informution und explunutions which we considered
necessury in order to provide us with sufficient evidence to ygive reusonuble ussurance us to whether the financial
stutements ure free from muteriul misstutement. In forming our opinion we ulso evuluuted the overull udeyuucy
of the presentution of informution in the finunciul stutements. We believe that our uudit provides u reusonuble
busis for our opinion.
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B Fundamental uncertainty relating to going concern

In forminy our opinion, we huve considered the udeyuucy of the disclosures mude in the finunciul stutements
concernhing the busis of prepurution mude by the Directors. The finunciul stutements 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 flow operutions fo meet its future working cupitul und finuncial reqyuirements. The finunciul stutements do
not include uny udjustments that would result from u failure to attain profituble und positive cush flow operations.
Detuils of the circumstunces reluting to this fundumentul uncertuinty ure described in Note 2(u) to the finunciul
stutements. We consider thut the fundumentul uncertuinty hus been udequutely disclosed in the finuncial
stutements und our opinion is hot yuulified in this respect.

Il Opinion

In our opinion the finunciul stutements yive u frue und fuir view of the stute of uffairs of the Compuny und of
the Group us ut 31 December 2003 und of the Group’s results und cush flows for the yeur then ended und have
been properly prepured in uccordunce with the disclosure requirements of the Hony Kony Compunies Ordinunce.

RSM Nelson Wheeler
Certified Public Accountunts
Hony Kony

29 March 2004
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For the yeur ended 31 December 2003

2003 2002

Note HK$’000 HK$’000

Turhover 3 23,854 23,423
Cost of services (17.,665) (20,531)
Gross profit 6,189 2,892
Other revenue 3 1 59
Distribution costs (3.20%) (3.937)
Administrative expenhses (7.860) 10,411)
Other operuting expenses (3,976) (26,874)
Operuting loss 4 (8,851) (38.271)
Shure of loss of un ussociuted compuny (1,185) (1,912)
Loss before tuxution (10,006) (40,183)
Taxation 5 - -
Loss uttributuble to shureholders 6 (10,006) (40,183)
Loss per share — busic 8 (5.10) cents (21.32) cenfs
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As ut 31 December 2003

2003 2002

Note HK$’000 HK$’000
I ———

Non-current ussets

Fixed ussets 11 911 1,160
Interests in un ussociuted compuny 13 4,346 5,336
Lonyg-term investments 14 805 805
Bunk deposit 15 732 -
Deposits for soffware development 16 1,234 -

8,028 7,301

Current ussets

Amounts due from customers for contfruct works 17 443 2,569
Trade receivubles 18 4,343 4,698
Deposits, prepuyments and other receivables 1,748 1,305
Cush und bunk bulunces 19 3,547 5,140

10,081 13,712

Current liubilities

Amounts due to customers for confract works 17 2,985 269

Trude puyubles 20 3,923 2,051

Accrued churges und other puyubles 4,183 4,552

Warranty provision 21 1.244 1,206

12,335 8,078

Net current (liubilities)/ussets (2,254) 5,634

Net ussets 5,774 12,935
Financed by:

Share capital 23 20,400 19,200

Reserves 25 (14,626) (6,265)

5,774 12,935

Yan, Daniel X.D. Lau, Andrew Kim
Director Director

22 |
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As ut 31 December 2003

2003 2002

Note HK$’000 HK$’000
I ———

Non-current ussets

Investments in subsidiuries 12 3,973 28,857
Interests in un ussociuted compuny 13 4,000 7,160
7,973 36,017

Current ussets

Deposits, prepuyments and other receivables 12 12
Cush und bunk bulances 251 122
263 134

Current liubilities

Accrued churges und other puyubles 548 528

Amounts due to subsidiuries 22 81 81

629 609

Net current liabilities (366) (475)

Net ussets 7,607 35,542
Financed by:

Shure cupitdl 23 20,400 19,200

Reserves 25 (12,793) 16,342

7,607 35,542

Yan, Daniel X.D. Lau, Andrew Kim
Director Director
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For the yeur ended 31 December 2003

Shure Totul Totul
cupital reserves equity
Note HK$’000 HK$’000 HK$’000
|
At 1 January 2002 18,000 19,363 37,363
Acyuisition of un ussociuted
compuny 23 & 25 1,200 14,760 15,960
Issuing expenses 25 - (205) (205)
Loss for the yeur 25 - (40,183) (40,183)
At 31 December 2002 23 &25 19,200 (6,265) 12,935
Issue of shures from pluciny 25 1,200 1,800 3,000
Issuing expenses 25 - (155) (155)
Loss for the yeur - (10,006) (10,006)
At 31 December 2003 20,400 (14,626) 5,774

24 |
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For the yeur ended 31 December 2003

2003 2002
Note HK$’000 HK$’000
|
Net cush outflow from operuting uctivities 26(u) (2,952 (7,225)
Investing uctivities
Purchuse of fixed ussets (253) (245)
Purchuse of lony-term investment - (338)
(Puyment)/refund for softwure development costs (1,234 280
Interest received 1 59
Net cush outflow from investing uctivities (1,486) (244)
Financing uctivities 26(b)
Issue of ordinury shures 3,000 -
Shure issue expenses (155) (205)
Net cush inflow/(outflow) from finunciny 2,845 (205)
Decreuse in cush und bunk bulunces (1,593) (7,674)
Cush und bunk bulunces ut 1 Junuary 5,140 12,814
Cush und bunk bulunces ut 31 December 3,547 5,140
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General

(W)

)

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

The Compuny is un investment holding compuny. The principul uctivities of its subsidiuries und un
ussociuted compuny are set out in Nofes 12 und 13 respectively.

Principal accounting policies

26 |

The principul uccounting policies udopted in the prepuration of these consoliduted finuncial statements
dre set out below:

(a)

Basis of preparation

The Group reported u loss uttributuble to shareholders of HK$10,006,000 und u net cush outflow
from operuting uctivities of HK$2,952,000 for the yeur ended 31 December 2003, und consoliduted
net current liubilities of HK$2,254,000 ut 31 December 2003.

The Directors huve confinued to fighten cost controls over operuting costs to improve the cush
flows, profitubility und operutions of the Group. The Directors believe that the Group will have
sufficient working cupitul for its future operutionul requirements. Accordingly, the finunciul stutements
have been prepured oh u yoinyg concern busis. Currently, the Group’s operations ure funded by its
internul resources. The continuution of the Group’s business depends upon the ubility of the Group
to utftuin profituble und positive cush flow operutions to meet its future working cupitul und finuncial
reyuirements.

Should the Group be unuble to continue in business us u yoinyg concern, udjustments would have
to be mude to the clussificution of recorded usset umounts, with these ussets beiny written down
to their recoveruble umounts, und to the umounts und clussificution of liubilities, to reflect the fuct
that the Group muy be required fo redlise its ussets und extinguish its liubilities other than in the
normul course of business, udditionul liubilities muy crystullise und the resulting umounts muy differ
muteridlly from those stuted in the finunciul stutements. The effects of these udjustments huve not
been reflected in the finunciul stutements.

The finunciul stutements have been prepured in uccordunce with uccounting principles yenerully
uccepted in Hony Kohy und comply with uaccounting stundurds issued by the Hony Kony Society
of Accountunts ("HKSA"). They huve been prepured under the historicul cost convention.

In the current yeur, the Group udopted the revised Hony Kony Stutement of Stundurd Accounting
Practice No. 12 “Income Tuxes” issued by the HKSA which is effective for uccounting periods
commencing on or ufter 1 Junuary 2003.

The chunges fo the Group’s uccounting policies und the effect of udopting the revised policies ure
set out below.
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2.

Principal accounting policies (Continued)

(b) Consolidation

®

(i)

(i)

(iv)

)

The consoliduted finunciul statements include the financial stutements of the Compuny und
its subsidiaries mude up to 31 December. The results of subsidiuries ucyuired or disposed of
during the yeur are included in the consoliduted income stutement from the effective dute
of ucyuisition or up fo the effective dute of disposul, us uppropriute. All significunt
intercompuny transactions und bulunces within the Group ure eliminuted on consolidution.

Subsidiuries are those entities in which the Compuny, directly or indirectly, controls more
thun one hulf of the voting power; hus the power to yovern the finunciul und operuting
policies; to uppoint or remove the majority of the members of the Bourd of Directors; or to
cust mujority of votes ut the meetinygs of the Bourd of Directors.

The yguin or loss on the disposul of u subsidiury represents the difference between the
proceeds of the sule und the Group’s share of its net ussets together with any unamortised
yoodwill or neyutive gyoodwill or yoodwill/neygutive goodwill tuken to reserves und which
wus hot previously chargyed or recoyhised in the consoliduted income statement.

Minority interests represent the interests of outside shureholders in the operuting results und
net ussets of subsidiuries.

In the Compuny’s bulance sheet the investments in subsidiaries are stuted ut cost less
provision for impuirment losses. The results of subsidiaries ure accounted for by the Compuny
onh the busis of dividends received und receivuble.

(c) Associated companies

®

(i)

i)

(iv)

V)

An ussociuted compuny is u compuny, hot beiny u subsidiary or a joint venture, in which an
equity interest is held for the lony-term and significant influence is exercised in its
mahagement,

The consoliduted income stutement includes the Group’s shure of the results of ussociuted
compunies for the yeur, und the consoliduted bulance sheet includes the Group’s shure of
the net ussets of the ussociuted compunies und yoodwill/neyutive yoodwill (het of
uccumuluted umortisation) on acyuisition.

Equity uccounting is discontinued when the currying umount of the investment in un
ussociuted compuny reuches zero, unless the Group hus incurred obligutions or yuurunteed
obligutions in respect of the ussociuted compuny.

Unreulised yguins on frunsuctions between the Group und its ussociutes ure eliminuted to
the exfent of the Group’s inferest in the ussociutes, unredlised losses ure eliminuted unless
the transuction provides evidence of un impuirment of the usset fransferred.

In the Compuny’s bulunce sheet the investments in ussociated compunies ure stated af
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.
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Principal accounting policies (Continued)
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(d) Translation of foreign currencies

Transuctions in foreigh currencies ure frunslated ut exchunge rates ruling ut the transuction dutes.
Monetury ussets und liubilities expressed in foreiyn currencies ut the bulunce sheet dute ure
fransluted info Hony Kony dollurs ut rutes of exchunye ruling ut the bulunce sheet dute. Exchunye
differences urising in these cuses ure deult with in the income statement.

The bulunce sheet of subsidiaries und ussociuted compunies expressed in foreign currencies ure
franslated intfo Honyg Konyg dollars at the rates of exchange ruling at the bulance sheet date whilst
the income stutement is trunsluted ut un uveruye rute, Exchunye differences ure deult with us u
movement in reserves.

(e) Intangibles
0] Goodwill

Goodwill represents the excess of the cost of un ucquisition over the fuir vulue of the
Group’s shure of the net ussefs of the ucyuired ussociuted compuny dat the dute of
ucyuisition. Goodwill on ucyuisitions is included in intunyible ussets und is umortised usiny
the struight-line method over its estimuted useful life. Goodwill is umortised over u period of
ten yeurs.

(@iD Reseurch unhd development costs

Reseurch costs ure expensed us incurred. Costs incurred on development projects relating
fo the desiyn und testiny of hew or improved products ure recoyhised us un intunyible
usset where the technicul feusibility und intention of completiny the product under
development hus been demonstruted und the resources ure uvuiluble to do so, costs ure
identifiuble und there is un ubility to sell or use the usset thut will ygenerute probuble future
economic benefits. Such development costs ure recoynised us un usset und umortised 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 thut do nhot meet the
ubove criteriu ure expensed us incurred. Development costs previously recoynised us un
expense ure hot recoynised us un usset in u subseyuent period.

(i) Impuirment of intanyible ussets
Where un indicution of impuirment exists, the currying umount of uny intunyible usset,

including goodwill previously written off aguinst reserves, is ussessed und written down
immediutely to its recoveruble umount.
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2.

Principal accounting policies (Continued)

)

(9

(h)

Fixed assets

Fixed ussets ure stuted ut cost less accumuluted depreciation und uccumuluted impairment 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 rutes ure us
follows:

Leusehold improvements 20%
Furniture, fixtures und office equipment 20%
Computer eyuipment 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 cupitdlised und depreciated over their expected useful lives fo the Group.

At euch bulunce sheet dute, both internul und externul sources of informution ure considered to
ussess whether there is uny indicution thut 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 recoygnised to reduce the usset fo ifs recoveruble umount. Such impuirment
losses ure recoyhised in the income stutement.

The yuin or loss on disposul of u fixed usset is the difference between the net sules proceeds und
the currying uamount of the relevunt usset, und is recoynised in the income statement.,

Long-term investments
Lony-term investments ure stated at 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 vulues huve declined below the currying umounts. When u decline other thun
temporary hus occurred, the carrying umount of such investments will be reduced to its fair value.
The impuirment loss is recoyhised us un expense in the income stutement. This impuirment loss is
written buck to income stutement 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.

Long-term systems integration contracts
When the outcome of u systems intfegrution contruct cunnot be estimuted reliubly, contruct revenue

is recoyhised only to the extent of contruct costs incurred thut it is probuble will be recoveruble.
Contract costs ure recoghised when incurred.
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Principal accounting policies (Continued)
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(h)

(0

()

k)

Long-term systems integration contracts (Continued)

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

The auygyreyute of the costs incurred und the profit/loss recoyhised on euch contract is compured
uguinst the proyress billings up to the yeur-end. Where costs incurred und recoynised profits (less
recoyhised losses) exceed proyress billings, the balunce is shown us due from customers for contract
works, under current ussets. Where proygress billings exceed costs incurred plus recoyhised profits
(less recoynised losses), the bulunce is showh us due to customers for confruct works, under current
liubilities.

Accounts receivable

Provision is mude uyguinst uccounts receivuble to the extent they dre considered to be doubtful.
Accounts receivuble in the bulunce sheet ure stuted het of such provision.

Cash and cash equivalents

Cush und cush eyuivulents ure curried in the bulunce sheet ut cost. For the purposes of the cush
flow stutement, cush und cush equivulents comprises cush on hund, deposits held ut cull with
bunks, cush investments with u muturity of three months or less from dute of investment und bunk
overdrufts.

Provisions

Provisions ure recoyhised 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 setftle the obligution,
und u reliuble estimute of the umount cun be mude. Where the Group expects u provision to be
reimbursed, for exumple under un insurunce confruct, the reimbursement is recoynised us u sepurute
usset but only when the reimbursement is virtuully certuin.

0] Warranty provision
The Group recoygnises u provision for repuirs or replacement of products still under warranty

at the bulunce sheet dute. This provision is culculuted bused on pust history of the level of
repuirs und replucements.
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2.

Principal accounting policies (Continued)

(k) Provisions (Continued)
(i) Restructuring provision

Restructuring provisions muinly comprise leuse ferminution penulties und employee
ferminution puyments, und are recoynised in the period in which the Group becomes leguailly
or constructively committed to puyment. Employee terminution benefits ure recoynised
only ufter either un ugreement is in pluce with the uppropriute employee representutives
specifying the ferms of redunduncy and the numbers of employees uffected, or, ufter
individuul employees huve been udvised of the specific terms. Costs reluted to the onyoiny
uctivities of the Group dre not provided in udvaunce.

0] Employee benefits
0] Employee leave entitlements

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

Employee entitlements to sick leuve und muternity or puternity leuve ure not recoynised
until the fime of leuve.

(i) Retirement benefits

The Group contributes to Mundutory Provident Fund scheme (*"MPF Scheme”) which is
avdiluble to ull employees in Hony Kony. Confributions to the MPF Scheme by the Group
und employees ure culculuted us u percentuye of employees’ busic suluries. Puyments
mude to the MPF Scheme ure churged us un expense to the income stutement us they fall
due.

The ussets of the MPF Scheme dre held sepurutely from those of the Group in 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 relevant yovernment
regulutions.

(m) Deferred taxation
Deferred tuxution is provided in full, using the liubility method, on temporury differences urising
between the tux buses of ussets und liubilities und their currying umounts in the finuncial stutements.
Tuxution rutes enucted or substuntively enucted by the bulunce sheet dute ure used to determine

deferred taxation.

Deferred tux ussets ure recoyhised to the extent thut it is probuble that future tuxuble profit will be
avuiluble uguinst which the temporury differences cun be utilised.
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Principal accounting policies (Continued)
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(m)

(n)

(o)

(P)

Deferred taxation (Continued)

Deferred tuxution is provided on temporury differences urising on investments in subsidiuries und
un ussociuted compuny, except where the timiny of the reversul of the temporury difference cun
be conftrolled und it is probuble thut the temporury difference will hot reverse in the foreseeuble
future.

Contingent liabilities and contingent assets

A contingent lidbility is u possible obligution thut arises from pust events und whose existence will
only 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 ulso be u present obligution arising from pust
events thut is ot recoyhised becuuse it is hot probuble thut outflow of economic resources will be
reyuired or the umount of obligution cunnot be meusured reliubly.,

A confingent liubility is hot recoynised but is disclosed in the hotes to the finunciul stutements.
When u change in the probubility of an outflow occurs so that the outflow is probuble, it will then
be recoyhised us u provision.

A contingent 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 hot wholly
within the control of the Group.

Confingent ussets ure not recoynised but ure disclosed in the hotes to the finunciul stutements
when un inflow of economic benefits is probuble. When inflow is virtuully certuin, un usset is
recoynised.

Revenue recognition

) Revenue from lony-term systems integration contracts is recognised on the percentage of
completion method meusured by reference to the percentuye of costs incurred to dute to
the estimuted ftotul costs for euch contruct.

(i) Revenue from the sule of yoods is recoynised on the transfer of risks und rewaurds of ownership,
which generdlly coihcides with the time when the yoods ure delivered to customers und
titles have pussed.

(iii) Dividend income is recoyhised when the right to receive puyment is estublished.

(iv) Interest income is recoyhised on u time proportion busis, taking info uccount the principal
umounts outstunding und the interest rutes upplicuble.

Operating leases

Leuses where substuntially dll the risks und rewurds of ownership of ussets remain with the leusing
compuny ure uccounted for us operuting leuses. Puyments mude under operating leuses het of
any incentives received from the leusing compuny are charged to the income statement on u
straight-line busis over the leuse periods.
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Turnover, revenue and segment information

The Group is principually engaged in the provision of tfransportation technoloyy solutions in the PRC. Revenues
recoyhised during the yeur ure us follows:

2003 2002
HK$’000 HK$’000
|
Turnover

Revenue from lony-term systems intfegration contracts 23,854 23,423
Other revenue

Interest income 1 59

Totdl revenue 23,855 23,482

Turnover represents total value of services rendered to customers het of value-udded fux and sules tux.

No segment informution is presented us substuntidlly ull the Group’s turnover und contribution to operuting
results were derived from the provision of trunsportution technoloyy solutions curried out in the PRC.

Operating loss

Operuting loss is stuted ufter churging the following:

2003 2002
HKS$'000 HKS$’'000
|
Auditors’ remunerution 260 280
Amortisution of yoodwill - 653
Depreciution of fixed ussets 499 532
Fixed ussets written off 3 -
Impuirment (included in other operating expenses)
- deposits for softwure development (Note 16) - 5,935
- fixed ussets - 304
- goodwill - 8,059
- other receivuble 187 -
Loss on disposul of fixed ussets - 149
Operuting leuse rentuls in respect of lund und buildinys 1,101 1,418
Provision for doubftful debts 2,048 470
Provision for wurranty (Note 21) 132 362
Reseurch und development costs 1,738 588
Staff costs (including directors’ emoluments) included in:
- cost of services 406 350
- udministrative and distribution expenses 4,162 6,269
Written off the umounts due from customers for contract works
(included in other operuting expenses) - 10,704
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5.

Taxation

) No provision for Hony Kony profits tux hus been mude us the Group hus ho estimuted ussessuble
Honhy Kony profits for the yeur ended 31 December 2003 (2002: Nil).

The subsidiuries, Beijing Angels Communicutions Technoloyy Co., Ltd ("Beijing Anhyels”) und Anygels
ITS (Guunyzhou) Co., Ltd ("Guunyzhou Anyels”), operuting in the PRC, ure subject to un income
tux rate of 33% on their tuxable profit in uccordunce with the income tux law in the PRC. Beijinyg
Angels wus upproved us u “Newly-estublished Advunced und New Techholoyy Enterprise” und is
therefore entitled fo u reduced fux rate of 15%. Pursuunt to u nofice issued by State Tuxution
Bureuu of Beijing Huidiun District on 14 November 2000, tux holiduy is grunted to Beijing Anhyels.
Beijing Anyels 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. Guunhyzhou
Angels hus ho estimuted ussessuble profits for the yeur ended 31 December 2003 (2002: Nil).

(iD) There wus nho muterial unprovided deferred tuxation for the year,

Loss attributable to shareholders

The loss attributuble to shareholders is dedlt with in the financial stutements of the Compuny to the extent
of HK$30,780,000 (2002: HK$22,627,000).

Dividend

The Directors do not recommend the puyment of u dividend for the year (2002: Nil).

Loss per share

The culculution of loss per shure is bused on the Group'’s loss uttributuble to shareholders of HK$10,006,000
(2002: HK$40,183,000).

The busic loss per share is bused on the weighted average number of 196,175,000 (2002: 188,515,000)

ordinury shures in issue during the yeur. Diluted loss per shure wus hot presented becuuse there were no
potential dilutive ordinury shares in existence during the year (2002 Nil).

Staff costs (including directors’ emoluments)

34 |

2003 2002
HKS$'000 HKS$'000
.|

Wauyes und suluries 4,302 6,169
Unutilised unnuul leuve (22) 36
Termination benefits 87 91
Sociul security costs 29 38
Pension costs 172 285
4,568 6,619
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10. Directors’ and senior mqnagemeni’s emoluments

(a) Directors’ emoluments

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

us follows:
2003 2002
HK$’000 HK$’000
|
Fees:
Executive directors - -
Independent hon-executive directors 40 40

Other emoluments:

Busic suluries, housing dllowunces, share options,
other ullowunces und benefits in kind
- Executive directors (Note) 877 1,384
- Independent hoh-executive directors - -

Contributions to pensions schemes
- Executive directors 30 53
- Independent honh-executive directors - -

947 1.477

Note: This includes operuting leuse rentul of HK$26,000 (2002: HK$286,000) puid by the Group for yuurters
provided to unh executive director.

The executive directors received individuul emoluments for the yeur ended 31 December 2003 of
upproximutely HK$325,000 (2002: HK$425,000), HK$325,000 (2002: HK$425,000), HKS$99,000 (2002:
HK$121,000) und HK$158,000 (2002: HK$466,000) respectively.

No directors of the Compuny wuived uny emoluments und ho emoluments were puid or puyuble
by the Group us un inducement to joih or upon joining the Group, or us compensution for loss of
office during the yeur,
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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
(2002: three) directors whose emoluments ure reflected in the unulysis presented ubove. The
emoluments puyuble to the remuining two (2002: two) individuuls during the yeur ure us follows:

2003 2002

HK$’000 HK$’000
I

Busic suluries, housing dllowunces, share options,

other ullowunces und benefits in kind 396 970
Contributions to pensions schemes 16 17
412 987

The emoluments of these two (2002: two) highest puid individuuls ure less than HKS1,000,000.

No emoluments were puid or puyuble to these two individudls by the Group us un inducement to
joih or upon joining the Group, or us compensution for loss of office during the yeur,

11. Fixed assets

Group
Furniture,
fixtures und
Leusehold office  Computer Motor
improvements  equipment  equipment vehicles Totul

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
I ——————

Cost

At 1 January 2003 564 576 613 1,710 3,463
Additions 159 24 70 - 253
Write off (508) - 10 - (518)
At 31 December 2003 215 600 673 1,710 3,198

Accumulated depreciation

At 1 January 2003 512 232 265 1,294 2,303
Churye for the yeur 60 90 110 239 499
Write off (508) - @] - (515)
At 31 December 2003 64 322 368 1,533 2,287

Net book value
At 31 December 2003 151 278 305 177 911

At 31 December 2002 52 344 348 416 1,160
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12. Investments in subsidiaries

Company
2003 2002
HK$’000 HKS$'000
|
Unlisted investments, ut cost (Note (u)) 16,917 16,917
Amounts due from subsidiuries (Note (b)) 25,573 23,940
42,490 40,857
Less: Impuirment losses (38,517) (12,000)
3,973 28,857
() Detuils of the subsidiuries ut 31 December 2003 ure us follows:
Principal Purticulars
Place of uctivities of issued/
incorporation/ and pluce reyistered und

puid up cupital  Interest held

9,041,767 100%
ordinary shures
of HK$1.0 euch

903,000 100%

ordinary shures
of HK$1.0 euch

10,000 100%
ordindry shures
of HK$1.0 euch

US$600,000 100%

RMB1,000,000 100%

Compuny establishment of operation

|

Held directly:

Angyels Intelligent British Virgin Investment
Transportution Systems Islands holding in
Compuny Limited Hony Kony

Anyels Loyistics Systems British Virgin Investment
(Guunyzhou) Compuny Islunds holding in
Limited Hony Kony

Held indirectly:

Angyels Engineeriny Hony Kony Provision of
Technoloygy Limited munuyement

services to
Group compunies
in Hony Kony
und the PRC

Angyels ITS (Guunyzhou) The PRC Provision of
Co., Lid freight loyistics

munuyement
informution
system services
in the PRC

Beijing Anyels Communicutions  The PRC Provision of
Technoloyy Co., Ltd frunsportution

technoloyy
solutions
in the PRC

(b) The umounts due from subsidiaries ure unsecured, inferest free und not repuyuble within the next

twelve months.
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13.

Interests in an associated company

Group

2003 2002

HKS$'000 HKS$'000
|

Share of net liubilities (3,307) (2,152)

Loun receivuble (Note (b)) 7.488 7,488

Amount due from un ussociuted compuny (Note (c)) 165 -

4,346 5,336

Company

2003 2002

HKS$'000 HKS$'000
|

Unlisted shures, ut cost 8,472 8,472

Loun receivuble 7,488 7,488

15,960 15,960

Less: Impuairment loss (11,960) (8,800

4,000 7.160

() Detuils of the ussociuted compuny at 31 December 2003 are us follows:

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

(b) Loun receivuble from un ussociuted compuny is unsecured, inferest free und repayuble in 2005.
©) The umount due from un ussociute is unsecured, interest free und hus no fixed terms of repuyment.

Long-term investments

Group
2003 2002
HKS$'000 HKS$'000
|
Club membership, ut cost 338 338
Unlisted investments, at cost 467 467
805 805
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15. Bank deposit

The bunk deposit is pledyed to secure u performunce bond issued by d subsidiary in connection with u

contruct sighed with u customer. The bunk deposit is hot repuyuble in the hext twelve months.

16. Deposits for software development

2003 2002

HKS$'000 HKS$'000
|

At 1 Junuary - 6,215

Additions 1,234 -

Refund - (280)

Impuirment (Note 4) - (5,935)

At 31 December 1,234 -

17. Long-ierm systems integrction contracts in progress

2003 2002

HKS$'000 HKS$'000
|

Cost incurred to dute plus recoyhised profits fo dute 1,593 2,765

Less: proyress billings (4,135) (465)

(2,542 2,300

Included in current ussets/(liubilities) under the followiny cuptions:

Amounts due from customers for contruct works 443 2,569

Amounts due to customers for confruct works (2,985) (269)

(2,542 2,300

At 31 December 2003, retention monies held by customers for contruct works included in frade receivubles

of the Group under Note 18 umounted to HK$2,126,000 (2002: HK$1,817,000).
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18.

Trade receivables

19.

At 31 December 2003, the uyging undlysis of frude receivubles were us follows:

Group
2003 2002
HK$’000 HK$’000
|

Current to 90 days 2,915 2,573
91 to 180 duys 591 -
181 to 270 days - 3,527
271 to 360 duys 1,908 -
Over 360 duys 899 568
6,313 6,668

Less: provision on doubtful debts (1,970 (1,970
4,343 4,698

The credit terms yrunted to customers vury und ure generully the results of neyotiutions between the
individuul customers und the Group. Customers are generdlly reqguired to puy ut various intervals over the

life of the projects.

Cash and bank balances

20.

At 31 December 2003, RMB3,270,000 (2002: RMB5,344,000) of the Group’s cush und bunk bulunces were
denominuted in Renminbi und kept in the PRC. The conversion of these Renminbi denominuted bulunces
intfo foreign currencies is subject to the rules und regulutions of foreigh exchange control promulguted by

the PRC yovernment,

Trade payables

At 31 December 2003, the uying unulysis of frude puyubles were us follows:

Group
2003 2002
HK$’000 HK$’000
|

Current to 90 duys 1,806 1,404

91 to 180 duys 379 -
181 to 270 duys - 6

271 to 360 duys - -
Over 360 duys 1,738 641
3,923 2,051
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21. Warranty provision

Group
HKS$'000
|
At 1 Junuary 2003 1,206
Additionul provisions 937
Less: Unused umounts reversed (805)
Churyed to income stutement 132
Less: Amounts utilised 94)
At 31 December 2003 1,244
2003 2002
HKS$'000 HKS$'000

Andalysis of warranty provision
Current 1,244 1,206

The Group yives 12-month warranties on certuin contracts und undertukes to repuir or repluce items that
fuil to perform sutisfuctorily.

22. Amounts due to subsidiaries

The umounts due to subsidiuries ure unsecured, interest free und huve ho fixed terms of repuyment,

23. Share capital

Authorised
Ordinaury shares of HK$0.10 euch
No. of shures HKS$'000
|
At 31 December 2002 und 2003 1,200,000,000 120,000

Issued und fully puid
Ordinury shures of HK$0.10 euch

Note No. of shures HK$’000
|
At 1 January 2002 180,000,000 18,000
Acyuisition of unh ussociuted compuny () 12,000,000 1,200
At 31 December 2002 192,000,000 19,200
Issue of shares from plucing (b) 12,000,000 1.200
At 31 December 2003 204,000,000 20,400
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23.

Share capital (Continued)

24.

() On 16 April 2002, the Compuny entered info u conditionul ugreement in respect of the ucyuisition
of u 40% eqyuity inferest in CTIA (Note 13). The ucquisition wus completed on 26 April 2002 und the
considerution of HK$14,400,000 wus settled by wuy of the issue und ullotment of 12,000,000 new
shares of HKS0.10 euch of un issued price of HK$1.20 per considerution shure. These shares runk puri
pussu with the existing shares. On 26 April 2002, the market value of the shares in the Compuny wus
HK$1.33 per shure, Accordingly, the fuir value of the share consideraution wus HK$15,960,000.

(b) On 26 August 2003, 12,000,000 new shures of HKS0.10 euch ut plucing price of HKS$0.25 per shure
were issued from plucing. These shares runk puri pussu with the existing shures. The proceeds from

this placing was used for yeneral working cupitdl purpose.

Share options

42 |

Pursuunt to u resolution pussed on 16 Auyust 2001, the Compuny’s shure option scheme wus upproved
und udopted. Shure options ure grunted fo eligible employees, including executive Directors of the
Compuny. A nominul considerution ut HKS10 wus puid by the employees for euch Tot of shure options
grunted. Movements in the humber of share options oufstunding during the yeur are us follows:

Number of options

2003 2002
|
At the beyinning of the yeuar 8,288,000 -
Grunted - 8,288,000
Lapsed (1,000,000) -

At the end of the year 7,288,000 8,288,000

At 31 December 2003, the followiny options to subscribe for shures were outstunding under the Compuny’s
share option scheme:

Exercise price

per shure Number of
HKS outstundiny options Expiry dute
Directors 1.28 3,900,000 9 August 2011
Other employees 1.28 3,388,000 9 Auyust 2011
7,288,000
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25. Reserves

Group

Retdined

profits/

Share Cupital Exchange (uccumuluted
premium reserve reserve losses) Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

|
At 1 Junuary 2002 20,810 (1,628) (144) 325 19,363
Acyuisition of un ussociuted compuny 14,760 - - - 14,760
Issuing 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 and subsidiaries 35,365 (1,628) (144) (37,946) (4,353)
An ussociuted compuny - - - (1912) (1912)
35,365 (1,628) (144) (39,858) (6,265)
At 1 Junuary 2003 35,365 (1,628) (144) (39,858) (6,265)
Issue of shares from plucing 1,800 - - - 1,800
Issuing expenses (185) - - - (185)
Loss for the yeur - - - (10,006) (10,006)
At 31 December 2003 37,010 (1,628) (144) (49,864) (14,626)
Representing:

Compuny and subsidiaries 37,010 (1,628) (144) (46,797) (11,559)
An ussociuted compuny - - - (3,067) (3,067)
37,010 (1,628) (144) (49,864) (14,626)

Anyels Technoloyy Compuny Limited

Annuadl Report 2003

| 43




25. Reserves (Continued)

Company
Share  Confributed  Accumuluted
foremium surplus losses Totul
HK$’000 HK$’000 HK$’000 HK$’000
|

At 1 Januuary 2002 20,810 3916 312 24,414
Acyuisition of unh ussociuted compuny 14,760 - - 14,760
Issuing expenses (205) - - (205)
Loss for the yeur - - (22,627) (22,627)
At 31 December 2002 35,365 3,916 (22,939 16,342
At 1 Junuary 2003 35,365 3,916 (22,939 16,342
Issue of shures from plucing 1,800 - - 1,800
Issuing expenses (155) - - (155)
Loss for the yeur - - (30,780) (30,780)
At 31 December 2003 37,010 3.916 (53,719) (12,793)

|
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26. Notes to the consolidated cash flow statement

(a)

Reconciliation of operating loss to net cash outflow from operating activities

2003 2002
HK$’000 HK$’000
|
Operuting loss (8,851) (38.271)
Interest income M 59)
Depreciution 499 532
Amortisation of yoodwill - 653
Fixed ussets written off 3 -
Loss on disposul of fixed ussets - 149
Provision for doubftful debts 2,048 470
Impuirment of deposits for soffwure development - 5,935
Impuirment of fixed ussets - 304
Impuirment of yoodwill - 8,059
Impuirment of other receivuble 187 -
Written off the umounts due from customers
for contruct works - 10,704
Operuting loss before working cupitul chunyes (6,115) (11,524)
Increuse in umount due from uh ussociuted compuny (165) -
Increuse in bunk deposit (732) -
Decreuse in umounts due from/(to) customers for
confract works 4,842 5,467
Increuse in frude receivubles (1,693) (488)
(Increuse)/decreuse in deposits, prepuyments and
other receivubles (630) 1,873
Decreuse in receipt in udvunce - (66)
Increuse/(decreuse) in trude puyubles 1,872 (2,703)
(Decreuse)/increuse in uccrued churyes, other puyubles und
wdrranty provision 331 216
Net cush outflow from operuting uctivities (2,952) (7,225)
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26. Notes to the consolidated cash flow statement (Continued)

27.

Analysis of changes in financing during the year

Shure Shaure

cupitdl foremium

HK$"000 HKS'000

|

At 1 Junuury 2002 18,000 20,810
Issue of shures 1,200 14,760
Issuing expenses - (205)
At 31 December 2002 19,200 35,365
Issue of shures 1,200 1,800
Issuing expenses - (155)
At 31 December 2003 20,400 37,010

Retirement benefits scheme

28.

Prior fo 1 December 2000, the Group did hot 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 leyislution reguluted by the
Mandutory Provident Fund Scheme Authority in Hong Kony und to muke confributions for ifs eligible
employees in Hony Konhy ut rutes specified in the rules.

In addition fo the puarficipation in the MPF Scheme, the Group is required to confribute tfo u defined
confribution retirement scheme for its employees in the PRC bused on upplicuble rates in uccordunce
with the relevunt government regulutions.

The only obligution of the Group with respect to these retirement benefits schemes is o muke the required
contributions under the respective schemes. No forfeited contributions ure uvuiluble to reduce contributions

payuble in future yeurs.

Deferred taxation

Deferred tux ussets ure not recoynised for tux losses curried forwurd due to unhcertuinty of reulisution of
the related tux benefit through the future tuxable profits.
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29. Commitments

(a) Capital commitments
At 31 December 2003, the Group hud the following cupitul commitments:

2003 2002

HK$’000 HK$’000
I

Contructed but not provided for

- Softwure development costs 1,982 -
- Purchuse of muterials for projects 1,472 7,407
3,454 7,407

(b) Operating lease commitments

At 31 December 2003, the Group hud future ugygregyute minimum leuse puyments in respect of
land und buildings under hon-cuncelluble operuting leuses us follows:

2003 2002

HK$’000 HK$’000
|

Not luter than one year 563 576

Luter thun one yeur but hot luter thun five yeurs 241 373

Luter thun five yeurs - 36

804 985

30. Approval of financial statements

The finunciul stutements were upproved by the Bourd of Directors oh 29 Maurch 2004,
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NOTICE IS HEREBY GIVEN thut the Annuul Generul Meeting of Anyels Technology Compuny Limited (the
“Compuny”) will be held at Room 2712, 27th Floor, West Tower, Shun Tak Centre, 168-200 Conhuught Roud
Cenfrul, Hony Kony onh Wednesduy, 28 April 2004 ut 3:00 p.m. for the following purposes:

1. To receive und consider the uudited Fihunciul Stutements und the reports of the directors und
auditors for the yeur ended 31 December 2003;

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

followinyg resolutions us ordinary resolutions:
A. “THAT:

() subject to purugraph (c) below, the exercise by the directors of the Compuny during
the Relevunt Period (us hereinufter defined) of ull the powers of the Compuny fo
dllot or issue shares in the cupital of the Compuny und to muke or grunt offers,
ugreements und options which would or might reguire the exercise of such power be
und is hereby generdlly und unconditionally upproved;

) the upprovul in puragraph (u) ubove shull uuthorise the directors of the Compuny
durinyg the Relevunt Period to muke or gyrunt offers, ugreements und options which
would or might reyuire the exercise of such powers ufter the end of the Relevunt
Period;

(c) the uyyreyute hominul umount of shure cupitul ullotted or issued or uyreed
conditionully or unconditionully to be ullotted or issued (whether pursuunt to options
or otherwise) by the directors of the Compuny pursuunt to the upproval in puragraph
(u) ubove, otherwise thun pursuunt to (i) u Rights Issue (us hereinufter defined); or (ii)
uny share option scheme or similar arrangement of the Compuny for the time being
udopted for the yrunt or issue to officers und/or employees of the Compuny und/or
uny of its subsidiaries of shares or rights to ucquire shares of the Compuny; or (iii) uny
scrip dividend or similur urrungement providing for the ullotment of shures in lieu of
the whole or purt of u dividend on shares of the Compuny in uccordunce with the
arficles of ussociution of the Compuny in force from time fo time; or (iv) the exercise
of rights of subscription or conversion under the terms of uny wurrunts or convertible
bonds issued by the Compuny or uny securities which ure convertible into shares of
the Compuny, shall not exceed 20 per cent. of the uygreyute 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

(d) for the purpose of this Resolution:

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

) the conclusion of the hext unhuul yenerul meeting of the Compuny;
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(i) the expiration of the period within which the next annudl general meeting of
the Compuny is reqyuired by the artficles of ussociution of the Compuny or uny
other upplicuble laws of the Cuyman Islands to be held; or

(i) the pussing of un ordinary resolution by the members of the Compuny in
yeherul meeting revoking or vurying the uuthority given to the directors of the
Compuny under this Resolution.

"Rights Issue” meuns un offer of shares in the Compuny, or offer or issue of warrant,
options or other securities yiving 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 on u fixed record dute in proportion to their then
holdinys of shures us ut thut dute (subject to such exclusion or other urrungements
us the directors of the Compuny muy deem hecessury or expedient in relution fo
fructionul entitlements or having regyurd to uny restrictions or obliyutions under the
laws or the requirements of uny recoynised regulutory body or uny stock exchunye
in any territory outside Hony Kony).”

B. "THAT:

() the exercise by the directors of the Compuny during the Relevunt Period of dll powers
of the Compuny to purchuse its own shares, subject to paragraph (b) below, be und
is hereby generdlly und unconditionully upproved;

(b) the uyyreyute nominul umount of shares of the Compuny which muy be repurchused
by the Compuny oh the Growth Enterprise Market of The Stock Exchunye of Honhy
Konhy Limited or uny other stock exchunye recoynised for this purpose by the Securities
und Futures Commission of Hohy Kony und The Stock Exchunge of Hony Kony Limited
under the Hony Konyg Code on Shure Repurchuse pursuunt fo the approval in
puragraph (u) ubove shull not exceed 10 per cent. of the uyyreyute hominul umount
of the issued shure cupitul of the Compuny us ut the dute of pussing this Resolution
und the authority pursuunt to puragraph (u) of this Resolution shull be limited
uccordingly; und

(c) for the purpose of this Resolution, “Relevunt Period” shull have the sume meuninyg us
ussigned to it under Ordinury Resolution 4A of this hotice.”

C. “THAT: conditionul upon Resolutions 4A und 4B ubove beiny pussed, the uyyreyute nominal
amount of shares in the cupital of the Compuny which are repurchused by the Compuny
under the authority grunted to the directors us mentioned in Resolution 4B ubove shull be
udded fo the ugyreyute nominul umount of shure cupitul that muy be ullotted or uyreed
conditionally or unconditionally fo be dllotted by the directors of the Compuny pursuunt to
Resolution 4A, provided that the umount of share cupital repurchused by the Compuny
shall hot exceed 10 per cent. of the tofal hominul umount of the shure capital of the
Compuny in issue on the dute of this Resolution.”
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5. By wuy of speciul business, to consider und, if thought fit, puss with or without umendments the
followinyg resolution us u special resolution:

“THAT the existing arficles of ussociution of the Compuny be und ure hereby umended in the
following munner:

Article 2
By inserting the followiny hew definition of “ussociute” in Arficle 2:

"“ussociute” the meuniny uttributed to it in the rules of the Designuted Stock
Exchunge.”

Article 76
1. By re-numberiny existing Article 76 us Article 76(1);
2. By inserting the followiny us hew Article 76(2):

"(2)  Where uny Member is, under the rules of the Desiynuted Stock Exchunye, required to
ubstuin from voting on uny purticulur resolution or restricted to voting only for or only
uguinst uny purticulur resolution, uny votes cust by or on behulf of such Member in
contfruvention of such requirement or restriction shull hot be counted.”

Article 88
By deleting the existing Arficle 88 in ifs enfirety und replacing therewith the following hew Article 88:

88. No person other thun u Director retiring ut the meeting shall, unless recommended by the
Directors for election, be eligible for election us u Director ut uny gyenheral meeting unless u
Notice sighed by u Member (other thun the person to be proposed) duly yuulified to uttend
und vote ut the meeting for which such notice is given of his intention to propose such
person for election und ulso u Notice sighed by the person to be proposed of his willinghess
to be elected shull have been lodyed ut the heud office or ut the Reyistrution Office
provided that the minimum length of the period, during which such Notice(s) ure ygiven, shall
be ut leust seven (7) duys und that the period for lodgment of such Notice(s) shall commence
no eurlier thun the duy ufter the disputch of the notice of the yenerul meeting uppointed
for such election und end ho luter thun seven (7) duys prior to the dute of such yenerul
meeting.

Article 103
By deleting the existing Article 103 in its entirety und replacing therewith the following hew Arficle 103:

103 (D) A Director shull not vote (hor be counted in the quorum) on uny resolution of the
Bourd upproving uny contruct or urrungement or uny other proposul in which he or
uny of his ussociutes is muteriully interested, but this prohibition shull not apply to uny
of the following mutters numely:

0) uny confract or arrangement for the ygiving to such Director or his ussociute(s)
uny security or indemnity in respect of money lent by him or uny of his
ussociutes or obligutions incurred or undertuken by him or uny of his ussociutes
ut the reyuest of or for the benefit of the Compuny or uny of its subsidiuries;
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(ii) any conhtract or urrangement for the ygiving of uny security or indemnity to u
third puarty in respect of u debt or obligution of the Compuny or uny of its
subsidiaries for which the Director or his ussociute(s) hus himself/themselves
ussumed responsibility in whole or in purt whether ulone or jointly under u
yguaruntee or indemnity or by the yiving of security;

(iii) any contract or urrungement concernhing un offer of shares or debentures or
other securities of or by the Compuny or uny other compuny which the
Compuny muy promote or be interested in for subscription or purchuse, where
the Director or his ussociute(s) is/ure or is/ure to be interested us u purticipunt
in the underwriting or sub underwriting of the offer;

(iv) uny confract or arrungement in which the Director or his ussociute(s) is/are
interested in the sume munner us other holders of shures or debentures or
other securities of the Compuny or uny of its subsidiuries by virtue only of his/
their interest in shures or debentures or other securities of the Compuny;

V) uny contruct or urrungement concerning uny other compuny in which the
Director or his ussociute(s) is/are interested only, whether directly or indirectly,
us un officer or executive or u shureholder other thun u compuny in which
the Director und/or his ussociute(s) is/ure beneficidlly interested in five (5) per
cent or more of the issued shares or of the voting rights of uny cluss of shares
of such compuny (or uny third compuny through which his interest or that of
uny of his ussociutes is derived); or

(vi) uny proposul concerhiny the udoption, modificution or operution of u shure
option scheme, u pension fund or retirement, deuth or disubility benefits
scheme or other urrungement which relutes both to directors, his ussociutes
und employees of the Compuny or of uny of its subsidiuries und does hot
provide in respect of uny Director, or his ussociute(s), us such uny privilege or
udvuntuye nhot uccorded fo the employees to which such scheme or fund
relutes.

A compuny shull be deemed to be u compuny in which u Director und/or his
ussociute(s) own(s) five (5) per cent. or more if und so lony us (but only if und so lohy
us) he und/or his ussociutes, (either directly or indirectly) ure the holders of or
beneficidully interested in five (5) per cent. or more of uny cluss of the equity shure
cupitdl of such compuny or of the voting rights avdiluble to members of such compuny
(or of uny third compuny through which his/their interest or thut of uny of his ussociutes
is derived). For the purpose of this paragraph there shall be disregurded any shares
held by u Director or his ussociute(s) us bure or custodiun frustee und in which he or
uny of them hus ho beneficiul interest, uny shures comprised in u trust in which the
interest of the Director or his ussociute(s) is/ure in reversion or remuinder if und so
lony us some other person is entitled to receive the income thereof, und uny shures
comprised in un authorised unit frust scheme in which the Director or his ussociute(s)
is/are interested only us u unit holder und uny shures which cuarry no voting right at
ygenerul meetinygs und very restrictive dividend und return of cupitul right,

Where a compuny in which a Director und/or his ussociute(s) holds five (5) per cent.
or more is/are muateridlly interested in g trunsaction, then that Director and/or his
associute(s) shall ulso be deemed materidlly inferested in such fransuction.,
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4) If any yuestion shall arise at uny meeting of the Bourd us to the muteridlity of the
interest of u Director (other than the chairman of the meeting) or his ussociute(s) or
us to the entitlement of uny Director (other thun such chuirmun) to vote und such
yuestion is not resolved by his volunturily ugreeiny to ubstuin from voting, such yuestion
shall be referred to the chuirmun of the meeting und his ruling in relation to such
other Director shall be finul und conclusive except ih u cuse where the nuture or
extent of the interest of the Director und/or his ussociute(s) concerned us known to
such Director hus not been fuirly disclosed to the Bourd. If uny yuestion us uforesuid
shull urise in respect of the chuirmun of the meeting such guestion shull be decided
by u resolution of the Bourd (for which purpose such chuirmun shull hot vote thereon)
und such resolution shall be final und conclusive except in u cuse where the nature
or extent of the interest of such chuirmun us known to such chuirmun hus not been
fairly disclosed to the Bourd.”

By order of the Bourd
Wong Choi Chak
Compunhy Secretary

Hony Kony, 30 Murch 2004

Noftes:

1. A member enfitled to uftend und vote ut the Annhudl Generul Meeting convened by the ubove nhotice is entitled to
Jppoint one or more proxies to uttend und vote on his/her behulf. A proxy heed hot be u member of the Compuny.

2. To be vulid, u form of proxy und the power of uttorney or other uuthority, if uny, under which it is signed or u noturiully
certified copy of such power or authority must be deposited with the Compuny’s principul office at Room 2712, 27th
Floor, West Tower, Shun Tuk Centre, 168 - 200 Connhuuyght Roud Centrul, Hony Kohy not less thun 48 hours before the
fime uppointed for the holding of the Ahnuul Generul Meeting or uny udjournment thereof. Completion und return of
the form of proxy will not preclude u member from uttendinyg 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 dre joint holders of u share 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 hames 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 yrunt to
the directors of u yenerul mundute to uuthorise the issue und repurchuse of shures pursuunt to the Rules Governing the
Listing of Securities on the Growth Enterprise Market of The Stock Exchunhye of Hony Kony Limited (the "GEM Listing
Rules”). The explunutory stutement required by GEM Listing Rules in connection with the repurchuse mundute will be
disputched to members toyether with the unnual report.
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