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

GEM has been established as a market designed to accommodate
companies to which a high investment risk may be attached. In
particular, companies may list on GEM with neither a track record of
profitability nor any obligation to forecast future profitability.
Furthermore, there may be risks arising out of the emerging nature
of companies listed on GEM and the business 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 Exchange. Listed companies
are not generally required to issue paid announcement 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 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 Prosten Technology
Holdings Limited (the "Company") collectively and individually accept full
responsibility, includes particulars given in compliance with the Rules Governing
the Listing of Securities on the GEM of the Exchange (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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Executive Directors

Mr. Yip Seng Mun (Chairman)
Mr. Yip Heon Ping

Mr. Yip Heon Wai

Mr. Yip Heon Keung

Independent Non-executive Directors
Mr. James T. Siano
Mr. Au Shing Kwok

Company Secretary
Ms. Lo Qi Ling, AcCIs, ACS

Qualified Accountant
Ms. Cheung Ka Yee, FCCA, AHKSA

Compliance Officer
Mr. Yip Heon Keung

Audit Committee
Mr. James T. Siano (Committee Chairman)
Mr. Au Shing Kwok

Authorised Representatives
Mr. Yip Heon Wai
Mr. Yip Heon Keung

Registered Office
Century Yard

Cricket Square
Hutchins Drive

P.O. Box 2681 GT
George Town

Grand Cayman
British West Indies

Head Office and Principal Place of Business
Unit 2402 Bank of America Tower

12 Harcourt Road

Hong Kong

Auditors

Ernst & Young

Certified Public Accountants
15th Floor, Hutchison House
10 Harcourt Road

Central, Hong Kong

Legal Advisers

as to Hong Kong law:
Chiu & Partners

41st Floor, Jardine House
1 Connaught Place
Central, Hong Kong
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Corporate Information 2 F&EHF

as to PRC law:

Haiwen & Partners

Shanghai P. R. China

Room 2604, Shanghai Kerry Center
No. 1515, Nanjing West Road
Shanghai, China

as to Cayman Islands law:
Conyers Dill & Pearman, Cayman
Century Yard

Cricket Square

Hutchins Drive

P.O. Box 2681 GT

George Town

Grand Cayman

British West Indies

Principal Share Registrar and Transfer Office
Bank of Butterfield International (Cayman) Limited
Butterfield House, 68 Fort Street

P.O. Box 705, George Town

Grand Cayman

British West Indies

Hong Kong Branch Share Registrar and Transfer Office
Tengis Limited

Ground Floor, Bank of East Asia Harbour View Centre

56 Gloucester Road

Wanchai, Hong Kong

Principal Banker

The Hongkong and Shanghai Banking Corporation Limited
1 Queen’s Road Central

Hong Kong

Company Website
http://www.prosten.com

Stock Code
8026

Corporate Profile

The Group was founded in 1990 when Prosten Technology Co., Limited, a
wholly-owned subsidiary within the Group was established. It has become
a dominant player in its chosen markets and enjoyed a successful track
record in providing software and value added solutions, IT and networking
services, and large scaled integration services to telecommunication carriers
and enterprises. The holding company of the Group was first listed on

GEM (Stock Code 8026) in March 2000.

The Group currently has 188 employees with operating offices in major

cities of China including Beijing, Shanghai and Guangzhou.
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Chal rm an ’S Clearly financial year 2004 is a year of changes and challenges that the Group has
experienced. The relentless effort and hard work of the team, including our

Sta'te[ | |ent management and employees, resulted in good progress for the Group in financial year
2004. | would like to start by recognizing their contributions, wisdom and leadership
that laid a strong foundation for future growth.

Looking back, despite the outbreak of SARS in 2003, exacerbated economic
uncertainties and slow recovery of the IT and telecommunication sector, the Group
achieved a turnover of HK$84,596,000 for the year end 31 March 2004 compared to
HK$31,692,000 for the previous year. This represented a 167% growth. The Group’s
gross profit increased by HK$20,459,000, representing a growth of 561%. The gross
profit margin had maintained at a satisfactory level at 28%. Net loss from ordinary
activities had substantially reduced by 63% to HK$41,120,000.

Our approach of being customer-centric and market-oriented was driven by the shift in
the customer mindset on IT investments in recent years. Since then, the Group has
sharpened its focus on the development of high margin and recurring businesses by
aligning its strategy and business initiatives on IT Consultancy Services and Mobile
Value Added Services (MVAS) with its core competencies in solution integration and
established customer bases. As a result, substantial growth in both revenue and gross
profit has been recorded from those business initiatives.

During the year, revenue contributed from the MVAS business unit was approximately
8%. Given the rapid growth of the mobile value-added service market in China, the
Group is expected to bring in stable revenue streams through the MVAS business unit
in the coming financial year. Both Solution Integration and IT Consultancy Services
business units have recorded a revenue growth of 73% and 3710% respectively
during the financial year 2004. The growth was contributed by the tightening control of
project management practices, high customer satisfaction and investment in new skills
developed for the last two years.

Going forward, the Group will continue to focus on improving operating efficiency,
boosting productivity, tightening expense control and strengthening the balance sheet.
In addition, we will push into high-valued businesses and address opportunities that
will directly contribute to the Group’s long term growth. We are on track with our goal
to make turnaround in the coming year.

| would like to express a note of thanks to the employees again. They have
demonstrated execution capability, professionalism and passion in overcoming the
challenges faced by the Group and their forbearance has made our changes and
transitions possible.

Yip Seng Mun
Chairman

Hong Kong, 23 June 2004
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Management’s Discussion and Analysis &2 BT & 24

OPERATING RESULTS

Revenue and Gross Profit Margin

The consolidated turnover of the Group for the year ended 31 March
2004 was approximately HK$84,596,000, representing an increase
of approximately 167% as compared with last year. The significant
increase in the overall turnover was due to the Group’s continued
expansion of its customer base by adopting an aggressive marketing
strategy in order to broaden its business segment in the China market.
As a result, the revenue generated from the provision of broadband
data networks and Internet backbone solutions and the provision of
e-commerce solutions and related IT consultancy services increased
by approximately 73% and 3710% respectively. The remaining revenue
came from the provision of applications software which amounted to

HK$2,951,000, representing a slight decrease of 6%.

Through the Group’s competitive advantages on its customer base
and technical capabilities, it has successfully entered into new and
rapidly growing sector of the Mobile Value Added Services (MVAS) in
China. During the year, the Group’s turnover contributed by the MVAS
business was approximately 8%. In addition, the Group believes that
the MVAS business will provide a more stable flow of revenue in the

coming year.

The Group’s gross profit increased by HK$20,459,000, representing
an increase of approximately 561% from that of last year. The Group’s
gross profit margin has significantly improved from 12% to 28% as
compared with that of last year. It was mainly due to the Group’s
continued focus to spend more effort on e-commerce solutions and
related IT consultancy services during the year. Also, the new MVAS
business a higher gross profit margin than that of the Group’s other

business.

Details of the information relating to different business segments of

the Group are set out in note 4 to the financial statements.
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Management’s Discussion and Analysis B2 &1 R 27

Loss Attributable to Shareholders and Operating Expenses

The Group recorded a net loss from ordinary activities attributable to
shareholders of HK$41,120,000 for the year ended 31 March 2004,
representing a decrease of approximately 63% compared with that of
the previous year. This was mainly due to the following reasons. Firstly,
the gross profit increased by HK$20,459,000. Secondly, the overalll
operating expenses, including selling and distribution costs, general
and administrative expenses, other operating expenses and finance
costs, decreased by approximately 19%. Thirdly, the aggregate amount
of impairment of an intangible asset and a long term investment was
HK$40,396,000 in last year and significantly dropped to HK$3,198,000
in the current year. Lastly, the Group’s net profits tax charge/written

back increased by HK$3,212,000 for the current year.

General and administrative expenses decreased to HK$43,566,000
when compared to HK$50,882,000 for the last year, representing a
decrease of approximately 14%. The decrease was mainly attributable
to the reallocation of Hong Kong and Shanghai offices to save nearly
HK$1,300,000 on the office rental expenses and the decrease in staff

costs of HK$9,082,000.

Other operating expenses of approximately HK$493,000 in the current
year, mainly derived from loss on disposal of fixed assets, staff costs
and bad debts written off. It dropped significantly by 92%. As at 31
March 2008, the aggregate amount of other operating expenses was
HK$6,393,000 which included HK$5,644,000 for research and
development costs, HK$387,000 for loss on disposal of fixed assets,
HK$31,000 for bad debts written off, and HK$331,000 for the provision

for inventories.

Impairment of an Intangible Asset

In considering the reposition of the Group’s core business to the
provision of services and application solutions and corporate
networking consulting/maintenance services, the Group decided to
make a full provision of impairment of an intangible asset amounted to

HK$3,198,000 during the year.
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Management’s Discussion and Analysis

Financial Position, Liquidity and Financial Resources and Debt Ratio
As at 31 March 2004, shareholders’ fund of the Group amounted to
HK$78,244,000, representing a decrease of HK$40,897,000 from that
of the previous year. The Group’s total assets amounted to
HK$108,725,000, representing a decrease of HK$34,044,000 from
that of the previous year. Total liabilities amounted to HK$30,481,000,
representing an increase of HK$6,853,000 from that of the previous
year. The Group had net current assets of HK$72,561,000 compared
with that of HK$105,928,000 as at 31 March 2003. The Group
maintained a healthy liquidity position with a current ratio of 3.4 as at

31 March 2004 (2003: 5.5).

During the year, the Group had financed its operations mainly with its
operating revenue, internal resources, balance of proceeds from initial
public offering and banking facilities. As at 31 March 2004, the Group
had cash and bank balances including pledged bank deposits of
HK$55,929,000, (2003: HK$91,664,000). Overall, the Group’s financial
and liquidity positions were maintained at a stable and healthy level
and the Directors therefore believe that the Group has adequate
financial resources to support its business objectives in the

coming year.

The Group adheres to a prudent cash and financial management policy.
In order to achieve better cost controls and minimize cost of funds,
the Group’s treasury activities are centralized and the cash is generally
placed on deposits, mostly denominated in United States dollars and

Hong Kong dollars.

As at 31 March 2004, the Group had entered into a finance lease
agreement for the acquisition of a motor vehicle. Therefore, the Group’s
gearing ratio, as a ratio of total borrowings to shareholders’ fund was

0.3% (2003: 0%).

Capital Structure
The shares of the Company were first listed on GEM on 28 March
2000. There has not been any change to the capital structure of the

Company since that date.
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Management’s Discussion and Analysis B2 &1 R 27

Significant Investments and Disposals
The Group has no plans for material investments or capital assets
other than those set out in the prospectus of the Company dated on

21 March 2000.

In 2002, the Group entered into an agreement (Agreement) with an
independent third party for the disposal of 16% equity interest in a
sino-foreign jointly-controlled entity in the PRC for an aggregate
consideration of HK$9,160,000 which was received during the year
2003-2004. However, the Group is claiming payment of certain
charges, including the late payment interest and the PRC tax levies
from the purchaser. As at 31 March 2004, the Group had not yet
transferred the legal title of 16% equity interest to the purchaser. As
the legal proceedings are still in progress and outcome is uncertain,
the Directors have decided to classify the received consideration as

deposits received.

Save as disclosed above, there were no material acquisitions and
disposals of subsidiaries and affiliated companies by the Company

during the year under review.

Foreign Currency Exchange Exposure and Treasury Policies

Most of the Group’s trading transaction, assets and liabilities were
denominated in Hong Kong dollars, United States dollars and
Renminbi. As the exchange rate of United States dollars and the
Renminbi to Hong Kong dollars are fairly stable, the Directors believe
that the impact of the foreign exchange exposure of the Group is
minimal and has no significant adverse effect on the normal operations

of the Group.

As at 31 March 2004, the Group had no significant exposures under
foreign exchange contracts, interest or currency swaps or other

financial derivatives.

Capital Commitment
As at 31 March 2004, the Group had capital commitment contracted
for investment in a subsidiary in the PRC for the amount of

HK$3,877,000.
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Management’s Discussion and Analysis

Save as disclosed above, the Group did not have significant

commitment at the balance sheet date.

Banking Facilities and Contingent Liabilities

As at 31 March 2004, the Group was granted banking facilities of
HK$32,569,000 that were secured by the Group’s bank deposits of
HK$3,363,000. As at 31 March 2004, the banking facilities utilised by
the Group amounted to HK$3,349,000. The Group had no other

material contingent liabilities.

Employees and Remuneration Policies

The total number of employees of the Group was 152 as at 31 March
2004 (2003: 120). The Group’s remuneration policy is basically
determined by the performance of individual employees and the market
condition. In addition to salaries, employee benefits included medical

scheme, pension contributions and share option schemes.

BUSINESS DEVELOPMENT

Despite fierce competitions, restructuring of telecommunication
industry and economy uncertainty, the Group managed to leverage
on its existing sales coverage and customer base in China to nourish
the growth of its strategic units, including Solution Integration, E-
commerce Solutions and IT Consultancy Services and MVAS. The
Group continued its growth momentum in winning numerous service
contracts and continued to expand into the MVAS market sector via
aggressive marketing and localized sales force. Consequently, it
achieved a 167% increase of its turnover over a year ago. This was a

good progress for the Group.

Solution Integration and Application Software

The Group continued to focus its core activities on solution integration
via establishing and maintaining long-term relationships with
international partners. For solution integration business, the Group
was re-certified by Cisco Systems on its partnership status for the

past three consecutive years.
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Management’s Discussion and Analysis

By emphasizing customer satisfaction and implementing tight control
on project execution status, the Group had won contracts from its
existing customer base for expansion projects. For example, the Group
was once again awarded a number of contracts with China Unicom
and its subsidiaries located in 13 provinces across Mainland China for
the construction of phase V of their Voice Over Internet Protocol (VOIP)
networks. In addition, the Group was also awarded a contract for the
provision of CMNET (China Mobile Net) phase Il equipment to Shanghai

Telecom.

On the development side, new features and customization were added
to the Group’s kiNETic™ BillCare 4.0 product, which is a billing solution
and is completely java-based. The Group had received acceptance
certificates from Railcom provincial operators including Hunan and
Fujian in respect of early deployment of the broadband billing solution
(KINETic™ BillCare 4.0). This enabled the Group to open up new sales

opportunities for its billing solution in Railcom.

Linking the Group’s telecommunication customer base and MVAS
expertise, it had developed a new product, Device Management (DM).
DM enables mobile operators, WAP service providers and customer
support representatives to remotely set up and configure the end-
user’s mobile phones. Through the Over-The-Air (OTA) technology,
DM makes it possible for operators to promote WAP/MMS/J2ME and
SyncML services to users who, without DM, will need to navigate
through complicated phone set-up procedures. DM can reduce the
average operator’s customer support time from 45 minutes to 5

minutes.

The Group’s revenue from solution integration increased by

approximately 73% when compared to last year’s financial results.
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Management’s Discussion and Analysis

E-commerce Solutions and IT Consultancy Services

For the financial year under review, the Group had won numerous
service contracts. For instance, the Group partnered with CISCO to
provide data maintenance services to China Construction Bank, was
selected by Yunan Telecom to continue providing remote and onsite
network maintenance services, was awarded by China Construction
Bank to provide dense wavelength division multiplexing (DWDM)
networking equipment maintenance services to its Central Data Center
in Beijing, and won multiple contracts with Henan Zhumadian city

government to build their IP networks.

By adopting the Group’s Banking Information Services Platform (BISP)
which is caterred for the specific needs of financial institutions, China
Construction Bank launched the mobile information services in
Guangdong in September 2003. This service enables banking
customers to receive real time alerts or information via their mobile

phones once there is any transaction in their bank accounts.

The Group’s wholly owned subsidiary, Unison Networking Services
(Shanghai) Co., Ltd. was selected by Equant, a US listed IP data network
service provider, to be its outsourcing partner for providing networking
related services in China. In addition, this subsidiary was granted the
“High and New Technology Enterprise” status by the relevant Shanghai

government.

With the Group continuous efforts on high margin business, its revenue
from e-commerce solutions and related IT consultancy services
increased significantly by approximately 3710% when compared to

last year’s financial results.

Mobile Value Added Services

The Group through its service partners had entered into service
agreements with both China Mobile and China Unicom head offices.
In addition, it has also concluded provincial service agreements with

the aforementioned mobile operators in 15 provinces in China.
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Management’s Discussion and Analysis

Localized sales force and diversified product portfolios were the key
contributors to the Group’s MVAS revenue which amounted to
approximately 8% of the Group’s turnover for the 2004 financial year.
Among the various products offered by the Group to mobile
subscribers, “Eva”, “Golden Star Club”, “Mobile Greeting”, “Mobile
PPG Game” are most popular with the subscribers. “Eva” is the Group’s
unique innovative product that enables users to converse, in natural
languages, with virtual artificially intelligent agents using SMS text
messaging, instant messaging, and web interface. The Group also
offered services, such as the downloading of ring-tones, logos,
pictures, and java games. The Group’s user base had grown from

none to about 1.5 million towards the end of the 2004 financial year.

Adding on to the SMS products, the Group also concentrated on
increasing its revenue share from China’s fast growing Wireless
Application Protocol (WAP) market. Its WAP products were launched
on China Mobile’s Monternet and China Unicom’s U-info WAP sites.
Interactive Voice Response Service (IVRS) was another highlight of
services offered to the subscribers. The Group’s first IVRS product
“Live Gandou” is distributed over China Mobile’s IVR system, which
allows phone users to access and listen to live concert and show
information by interacting with a pre-programmed voice response
system. The Group is constantly rolling out new and enhanced

customer centric products to its already diversified product list.

Business alliances with China Travel Satellite TV and Hunan TV Travel
which are leading entertainment and media companies in China
significantly increased the Group’s brand name recognition and helped

the user base expansion in China.

SALES AND MARKETING ACTIVITIES

Based on the target opportunities and project pipelines, the Group
has put sales focus on both national and regional levels in China in
order to react quickly to customer demands. This action helps the
Group to better manage the sales target acquisitions and forecasts

process. The senior management has been conducting weekly sales
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Management’s Discussion and Analysis

conference call with all sales force and project managers to review
and evaluate all sales performance, targeted projects, new
opportunities, accounts receivable status and project execution
progress. Sales and expense budget quota has been allocated to each
sales in accordance with a budged plan which is revised on a quarterly
basis. Numerous progress and financial reports have been generated
on a monthly basis to reflect the actual progress, comparison of budged
expenses against actual expenses and quota achieverment. Moreover,
a performance-based incentive program was put in place after careful
consideration and design to drive sales performance and to create a

culture of accountability within the Group.

To increase efficiency and resource utilization, the Group has
consolidated the resource pool for three business units namely IT &
Networking Service, Software Solution and Solution Integration. These
three business units are headed by one vice president and supported
by the same pre-sale professionals that consist of business analysts,
software engineers, network and system engineers and project
managers. This helps the Group to better utilize its resources and
increasing the team working spirit. As a result, the Group has seen

improvements in customer satisfactions and project completion speed.

On the MVAS side, throughout the year the Group had also put more
efforts in building up additional marketing channels and gained more
local access through cooperation agreements with various internet
service providers and enterprises to foster its MVAS growth. The
following marketing events were held to promote the Group’s MVAS
products for increasing its subscriber base and strengthening customer

loyalty:

o Promoted various movies across Mainland China

e  Charitable fund raising for salvaging national treasures of China

— all income generated from this fund raising was donated to

Overseas Relics Recovery Fund
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Management’s Discussion and Analysis

o Media cooperation with China Travel Satellite TV and Hunan TV

for brand recognition and SMS promotion

e  China-wide promotion for David Copperfield’s magic shows in

Beijing, Shanghai, Hangzhou, Nanjing and Changsha.

OUTLOOK

This year marked an important milestone for the Group with the significant
improvement in its turnover, gross profit margin, overall expenses control
and net loss attributable to shareholders. The China market continues to
show solid growth momentum. The Group is determined to grow its business

alongside with the China economy.

The Group has successfully initiated the addition of MVAS business unit.
This business will continue to be the Group’s revenue driver in light of the
strong growth in the MVAS market sector in China. Consequently, the Group
will continue to add new products via its own internal development team
and build new alliance to bring more diversified products and services to
mobile phone users. The Group will also look for partnership opportunities

with enterprises to broaden its existing customer base.

Emphasis will also put on securing and winning more solution integration
and IT consultancy and services projects through strengthening customer
relationships via localized sales force and early completion of projects to

customers’ satisfaction.

The Group will also continue to monitor its operating expenses via monthly
comparison of actual expenses and budget and constantly reviewing it

existing resources to improve operation efficiency.

With the continuing growth momentum in the Group’s operations and in
China market as a whole, the Group is looking forward to returning to profits

in the coming year.
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We explore the future by our attitude and hardwork no matter in
business or in everyday life.
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Directors and Main Officers EER T ETHAE

Executive Directors

Mr. Yip Seng Mun aged 73, is a founder and the Chairman of the Group.
He is responsible for formulating the overall business strategy and plans of
the Group. Mr. Yip worked for Cable & Wireless HKT for about 20 years
and was one of the senior executives in its PRC operations. Mr. Yip is the

father of Mr. Yip Heon Ping, Mr. Yip Heon Wai and Mr. Yip Heon Keung.

Mr. Yip Heon Ping aged 46, is an executive Director and the General
Manager of the Group in charge of the Group’s overall management function.
He holds a bachelor’s degree in electrical engineering from lowa State
University, USA. He worked for Hewlett Packard for more than 10 years
before joining the Group in December 1992. Mr. Yip is a son of Mr. Yip
Seng Mun and a brother of Mr. Yip Heon Wai and Mr. Yip Heon Keung.

Mr. Yip Heon Wai aged 43, is a founder and the Managing Director of the
Group in charge of the overall corporate strategies and business
development of the Group. He holds a bachelor’s degree in applied computer
science from lllinois State University, USA. Mr. Yip is a son of Mr. Yip Seng

Mun and a brother of Mr. Yip Heon Ping and Mr. Yip Heon Keung.

Mr. Yip Heon Keung aged 34, is an executive Director of the Group in
charge of strategic alliances with vendors and business partners. He is a
Program for Management Development graduate from Harvard University
and holds a bachelor’s degree in electrical engineering from the University
Wisconsin-Madison, USA. Before joining the Group, he worked in a software-
consulting firm as a consultant in the USA. He has been with the Group
since October 1996. Mr. Yip is a son of Mr. Yip Seng Mun and a brother of
Mr. Yip Heon Ping and Mr. Yip Heon Wai.

Independent Non-executive Directors

Mr. James T. Siano aged 44, was appointed as an independent non-
executive Director in March 2000. He holds a master’s degree in business
administration from Pace University, USA and is the president and the chief
executive officer of Montblanc Pacific Distributors Ltd. which is the Asia
Pacific regional headquarters for the Montblanc brand. Previously, Mr. Siano
was the managing director of Swatch Group of Switzerland (Hong Kong)
Ltd. Mr. Siano has 22 years’ experience in sales, marketing and finance,

including 13 years in Hong Kong.
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Directors and Main Officers EER T ETHAS

Mr. Au Shing Kwok aged 63, was appointed as an independent non-
executive Director in March 2000. He obtained a diploma in electrical
engineering from Royal Melbourne Institute of Technology (Australia) and
has been a chartered engineer since 1980 and a member of Institute of
Engineers (Australia) since 1969. Mr. Au has worked as a building services
consulting engineer before and involved in the design and project
management of building services for a number of major buildings in Hong

Kong, the PRC and overseas.
Main Officers

Ms. Diana Ling-Fung Jen is the Chief Financial Officer of the Group and
is in charge of the Group’s overall financial matters. Ms. Jen holds a master
degree in taxation and a bachelor’'s degree in accounting. She has been
with big four public accounting firms for over 14 years and is an associate
member of the Hong Kong Society of Accountants and American Institute
of Certified Public Accountants. She is also a certified public accountant in
China.

Ms. Cheung Ka Yee is the Financial Controller of the Group and is in
charge of the accounting department in Hong Kong and China. Ms. Cheung
holds a diploma in accountancy from Hong Kong and is a fellow member
of The Chartered Association of Certified Accountants and an associate
member of the Hong Kong Society of Accountants. She has over 12 years’
experience in accounting, auditing, taxation and finance. Ms. Cheung joined
the Group in April 2002.

Ms. Lo Oi Ling is the Company Secretary of the Group and is in charge of
the Group’s overall company secretarial matters. Ms. Lo holds a master
degree in business administration from the United Kingdom and is a member
of the Institute of Chartered Secretaries and Administrators and the Hong
Kong Institute of Company Secretaries. She has more than 13 years’

experience in the company secretarial field.
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Report of the Directors EE & &

The Directors present their report and the audited financial statements of
the Company and of the Group for the year ended 31 March 2004.

Principal activities

The principal activity of the Company is investment holding. Details of the
principal activities of the principal subsidiaries are set out in note 19 to the
financial statements. There were no changes in the nature of the Group’s
principal activities during the year.

Results and dividends

The Group’s loss for the year ended 31 March 2004 and the state of affairs
of the Company and of the Group at that date are set out in the financial

statements on pages 35 to 83.

The Directors do not recommend the payment of any dividend in respect of
the year ended 31 March 2004.

Summary financial information

The following is a summary of the published results and assets and liabilities

ERRENREARRRAREEE_TTMNF=H
=t RALEFEREZBEREERVBERE

TEXK

ARRZ TBEBRIERER - ST2MBARZE
ZEBHBEHNMBERRMEI9 - FA - AKE2E
BRI E I A E -

RERKRE

AEBBZE_TZENF-_R=+—BILFELEHEK
AAREREEEZ A Z MR RE N EIBEFREIR
2R A -

EETRFEMNEE_ZTENF=A=1+—"HIFEK
RIS ©

MBERREE

AEEBEREAMBRFENEZXEREELAER

of the Group for the last five financial years. C
Results ES3
Year ended 31 March
BE=-H=+—-HLEFE
2004 2003 2002 2001 2000
HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
—RENF _TT-F —TT-F —TTF _TTTH
FTER TAET THET FET FHET
TURNOVER EEE 84,596 31,692 100,679 186,122 206,766
PROFIT/(LOSS) BEFORE TAX WRATHF (B8)  (40,198)  (112,828)  (165,408) 11,525 34,415
TAX BE (922) 2290 (31) 2442 (2,179)
NET PROFIT/(LOSS) FROM ORDINARY MR EAG
ACTIVITIES ATTRIBUTABLE TO AEERRA,/
SHAREHOLDERS (&518) %% (41,120)  (110,538)  (165,439) 13,967 32,236

REMBRERERAR —TRNFFR
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Report of the Directors EE & &

Summary financial information (continued)

Assets and liabilities

MBRERRE @

EEHEE

As at 31 March

R=A=+—H
2004 2003 2002 2001 2000
HK$°000 HK$'000 HK$’000 HK$’000 HK$'000
—BENE —TE2=HF —ET-F —TT-F —TTTF
FExT TET FET FET FET
Fixed assets BEEE 2,872 5,779 11,173 18,813 11,614
Deferred development costs EEFHEE A - - 2,175 5,542 -
Intangible asset BREE - 5,922 44,359 45,889 -
Deposits and club debenture e REHMES 2,904 1,512 2,272 3,279 -
Long term investment RERE - - 10,372 - -
Deposit paid for the proposed acquisition RN BERARE
of a long term investment Bffzil& - - - 3,114 -
Current assets MENVEE 102,949 129,556 187,044 361,794 453,266
Current liabilities mEBE (30,388) (23,628) (27,262) (43,296) (70,6083)
Non-current liabilities FRBarE (93) - @71) - (457)
Total net assets BEFELESE 78,244 119,141 229,662 395,135 393,820
Issued capital BT 51,125 51,125 51,125 51,125 51,125
Reserves s 27,119 68,016 178,537 344,010 342,695
78,244 119,141 229,662 395,135 393,820
Note: MisE -

ERSAEERTRBNEE-STEF= A=+ A1LF
EE—HTE  AKER LAHREE SEEEAMEA
BECRBEELRY -

The summary of the Group’s published results for the year ended 31 March 2000
has been prepared on a pro forma basis as if the current structure of the Group had
been in existence throughout that financial year.

Fixed assets EE&E

AEBEEEENFA 2 ZBFHTEHN B RRME
13 °

Details of movements in the fixed assets of the Group during the year are
set out in note 13 to the financial statements.

Share capital, share options and warrants A~ BERRREREE

NSk =t 2= A S RAEh o 270 PO AR
There were no movements in either the Company’s authorised or issued ARFEERDETRARNEABRES - RBIHEE

. . . . BEE [0 5 A BENSEE T H (BT % D
share capital during the year. Details of movements in the warrants and R FRRRAER A A 2 SR S LR B B B B SRR
share options during the year, together with reasons therefor, are set out in RE29 2307 °
notes 29 and 30 to the financial statements.

BrBEER

Pre-emptive rights

ARz BB RANRFSESE (RRREMKIZZ
AEEER) AP BRI BITERERIR - MRER
REARLPIEERRBRREESHRND -

There are no provisions for pre-emptive rights under the Company’s articles
of association or the laws of the Cayman Islands, being the jurisdiction in
which the Company was incorporated, which would oblige the Company

to offer new shares on a pro rata basis to existing shareholders.
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Report of the Directors EE & &

Purchase, redemption or sale of listed securities of the
Company

Neither the Company, nor any of its subsidiaries purchased, redeemed or
sold any of the Company’s listed securities during the year.

Reserves

Details of movements in the reserves of the Company and of the Group
during the year are set out in note 31 to the financial statements and in the

consolidated statement of changes in equity, respectively.
Distributable reserves

At 31 March 2004, the Company’s reserves, including the share premium
account, available for distribution, calculated in accordance with the
Companies Law (2001 Revision) of the Cayman Islands, amounted to
HK$26,699,000. Under the laws of the Cayman Islands, the share premium
account is distributable to the shareholders of the Company provided that
immediately following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its debts as and
when they fall due in the ordinary course of business. The share premium

account may also be distributed in the form of fully paid bonus shares.
Major customers and suppliers

In the year under review, sales to the Group’s five largest customers
accounted for 68% of the total sales for the year and sales to the largest
customer included therein amounted to 21%. Purchases from the Group’s
five largest suppliers accounted for 81% of the total purchases for the year
and purchases from the largest supplier included therein amounted to 69%.

To the best knowledge of the Directors, neither the directors, their associates,
nor any shareholders who own more than 5% of the Company'’s issued
share capital, had any beneficial interest in the Group’s five largest customers
and/or five largest suppliers during the year.

Directors
The Directors of the Company during the year were as follows:

Executive Directors:
Mr. Yip Seng Mun
Mr. Yip Heon Ping
Mr. Yip Heon Wai
Mr. Yip Heon Keung

FARRAHEEMNHBLARMERE  BRNHE
ARBEA LTRES ©

Gy

ARBRAEE 2 REERFRAZBEBFED BIERH
BRERM AN RGAESEBREA -

AR IR

W_ZEEME=A=1+—0  REHSEEQFE(CZ
ST —FBINE - AR AMED R 2 FHiE (B
B 17 % (B BR) 26,699,000/ 7T - IRIEMSHE QA
% BREERAIMHDIR TAARIMRE - EEERERE
FORKEZ BUE  AARNARNEBFESB
BRI AEE 2 EE o R &ERIN A BUR AR
XA -

IEFEFRAER

REBEFA - ARERAREF 2 HEBIERFE B
ERE68% « EPFHARTP ZHEREL21% « AEER
RN ER 2 SREBFE AN FEAIRERES1% - HP&K
HpER 2 BB FE(R69% ©

BEEMA REE  REZMBALIHEEARF
EBETRAES% 2 RN FAEREBARES K/
HEEETHBEREA MBS -

2

FARRBZEEMT ¢

BITES
EERLE
EJORS s
At
ESDE-$ied

REMBRERERAR —TRNFFR

27



28

Report of the Directors EE & &

Directors (continued)

Non-executive Director:

Mr. Clement Lau* (Removed on 16 September 2003)

Independent non-executive Directors:
Mr. James T. Siano
Mr. Au Shing Kwok

*

Mr. Clement Lau was removed from the office of non-executive Director of
the Company by a special resolution passed at an extraordinary general
meeting of the Company held on 16 September 2003.

In accordance with article 108 of the Company’s articles of association,
Messrs. Yip Heon Ping and Yip Heon Keung will retire by rotation and,
being eligible, will offer themselves for re-election at the forthcoming annual
general meeting. The independent non-executive Directors are not appointed
for specific terms but are subject to retirement by rotation in accordance

with the Company’s articles of association.
Directors’ service contracts

Since the expiry of the old service contract, each executive Director has
entered into a new service contract with the Company for a term of one
year commencing from 1 April 2003 which will be renewed automatically
each year for successive terms of one year subject to termination by either

party giving not less than three months’ notice in writing to the other party.

Apart from the foregoing, no Director proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company in respect of his service to the Company in the capacity of a
Director which is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

Directors’ interests in contracts

Except as detailed in note 36 to the financial statements, no Director had a
material beneficial interest, either directly or indirectly, in any contract of
significance to the business of the Group to which the Company or any of

its subsidiaries was a party during the year.
Management contracts
No contract concerning the management and administration of the whole

or any substantial part of the business of the Group were entered into or
existed during the year.
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Report of the Directors EE & &

Directors’ interests and short positions in shares and underlying

shares

At 31 March 2004, the interests and short positions of the Directors in the

share capital of the Company and its associated corporations (within the

meaning of Part XV of the Securities and Futures Ordinance (the “SFO”)),

as recorded in the register required to be kept by the Company pursuant to

Section 352 of the SFO, or as otherwise notified to the Company and The

Stock Exchange of Hong Kong Limited (the “Exchange”) pursuant to Rule

5.46 of the Rules Governing the Listing of Securities on the Growth Enterprise

Market of the Exchange (the “GEM Listing Rules”), were as follows:

Long positions in ordinary shares of the Company

Company/name
of associated
corporation

Name of Director NI )
EEpR EEER
Mr. Yip Heon Ping The Company
EmFas A7)
Mr. Yip Seng Mun The Company
HEEREA ~A]

Notes:

Capacity
FESEF

An object of a
discretionary trust

(Note 1)
EREFZAELHR
(B EE1)

Interest of corporation
controlled by director
(Note 2)

HEFEHZ

EE 2w

(Mt &E2)

(1) These shares were held by Greenford Company Limited, Century Technology
Holding Limited and Bakersfield Global Corporation as trustees of The
Greenford Unit Trust, The Century Unit Trust and The Bakersfield Unit Trust,
respectively, all the units of which were held by Cititrust (Cayman) Limited as

trustee of The New Millennium Trust, a discretionary family trust established
with Mr. Yip Heon Ping as the discretionary object for the time being.

(2)  These shares were held by Century Technology Holding Limited and Bakersfield
Global Corporation and were beneficially owned by Mr. Yip Seng Mun.

ESRNROREBERD zEERKXR

A=1t—8 BERRFAREBEESR
BRG] (5 RIS F TﬁﬂJ)%SSQ{IxﬁEZ%EEHﬁ
PR SRR B AR L AR BIZE .46 M AL

EEMERSMBERAR (B ER @M - é
ERARRAE R EAEOER (R 5 R ETE RHIEXVE 2
EE) 2B - HERMDREEEP S RAR
mE
RERNAEBRE RE
Number and Percentage of
class of issued share
securities capital
FHEE HE#T
REHR BAEABDEE
404,280,619 shares 79.08%
404,280,619 Bhx(n
248,349,584 shares 48.58%
248,349,584 [z in
B 3E -

(1) #ZZEMBHHE Greenford Company Limited
Technology Holding Limited [z Bakersfield Global
Corporation %3 5l A The Greenford Unit Trust  The

Century Unit Trust % The Bakersfield Unit Trust 2 5

ANF0EE - HETE B Cititrust (Cayman) Limited

LA The New Millennium Trust 2 A FMEE - M

The New Millennium Trust YA & B AE R FEE RS

BAEEHRMBR 2 F IR RET -

+ Century

(2 ZFRMHBCentury Technology Holding Limited &
Bakersfield Global Corporation #7% + I AEER %4
BEnER -

REMRIEREBLAR —TTNFEFR
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Directors’ interests and short positions in shares and underlying
shares (continued)

The interests of the Directors in the share options of the Company are

separately disclosed in note 30 to the financial statements.

In addition to the above, certain Directors have non-beneficial personal
equity interests in certain subsidiaries held for the benefit of the Company
solely for the purpose of complying with the requirement for the minimum
number of shareholders.

Save as disclosed above, as at 31 March 2004, none of the Directors of
the Company had interest or short position in the shares and underlying
shares of the Company or any of its associated corporations that was
required to be recorded pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Exchange pursuant to Rule 5.46 of the
GEM Listing Rules.

Directors’ rights to acquire shares or debentures

Apart from as disclosed under the heading “Directors’ interests and short
positions in shares and underlying shares” above and in the share option
schemes disclosures in note 30 to the financial statements, at no time during
the year were rights to acquire benefits by means of the acquisition of shares
in or debentures of the Company or any other body corporate granted to
any director or their respective spouse or minor children, or were any such
rights exercised by them; or was the Company or any of its subsidiaries a
party to any arrangement to enable the Directors, their spouse or minor

children to acquire such rights in any other body corporate.
Share option schemes

Concerning the share options granted to the Directors, employees and
others as detailed in note 30 to the financial statements, the Directors do
not consider it appropriate to disclose a theoretical value of the share options
granted, because in the absence of a readily available market value for
share options on the ordinary shares of the Company, the Directors were
unable to arrive at an accurate assessment of the value of the share options.
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Report of the Directors EE g%

Substantial shareholders

At 31 March 2004, the following persons (other than the Directors and

chief executives of the Company) had interests and short positions in the

shares and underlying shares of the Company as recorded in the register

FTERR

R-ZBZMNF=A=1+—H  REZHFIBEEIE
3B6IFRTFZ BRMAME - THAL(RRRZES
RATBABEER SN MR R An RARRAR (0 o B A A

of interests required to be kept by the Company pursuant to Section 336 of MKRE -
the SFO:
Long positions RE

Percentage of

Number of the Company’s

Capacity and ordinary issued share

Name of Shareholder Notes nature of interest shares capital

EARDT D BT

REREH B 5E EEEIRMEE ZEREA BREBDEH

Greenford Company Limited (1) Directly beneficially owned 155,931,035 30.50%
EERERHES

Century Technology Holding ) Directly beneficially owned 155,931,035 30.50%
Limited BEEE=EE

Bakersfield Global Corporation ) Directly beneficially owned 92,418,549 18.08%
BEEERHEE

Cititrust (Cayman) Limited (4) and (5) Through controlled
Corporations
BREEHD 404,280,619 79.08%

Notes:

Q)

@

The entire issued share capital of Greenford Company Limited is beneficially
owned by Mr. Yip Heon Ping, a director of the Company.

The entire issued share capital of Century Technology Holding Limited is
beneficially owned by Mr. Yip Seng Mun, a director of the Company.

The entire issued share capital of Bakersfield Global Corporation is beneficially
owned by Mr. Yip Seng Mun, a director of the Company.

404,280,619 shares were held through Greenford Company Limited, Century
Technology Holding Limited and Bakersfield Global Corporation as trustee of
The Greenford Unit Trust, The Century Unit Trust and The Bakersfield Unit
Trust, respectively, all of the units of which were held by Cititrust (Cayman)
Limited as trustee of The New Millennium Trust, a discretionary family trust
established with Mr. Yip Heon Ping as the discretionary object for the time
being.

Cititrust (Cayman) Limited is a wholly-owned subsidiary of Citibank Overseas
Investment Corporation which in turn is owned by Citibank N.A.

Save as disclosed above, as at 31 March 2004, no person, other than the

Directors and chief executives of the Company, whose interests are set out

under the heading “Directors’ interests and short positions in shares and

underlying shares” above, had interest or short position in the shares or

underlying shares of the Company that was required to be recorded under
Section 336 of the SFO.

(1) Greenford Company LimitedZ £ 2 217 i% A fh AN 2 7]
EEEMFPLEERES -

(2)  Century Technology Holding Limited 2 %8 2 2577 i% 2 i
RARESEBERSEERHE -

(3) Bakersfield Global CorporationZ 3 & 1Tl A B A QD
REEEEREEERHAAR

(4) A #£404,280,619 B %1% F Greenford Company Limited
+ Century Technology Holding Limited }zBakersfield

Global Corporation % Bll A The Greenford Unit Trust +

The Century Unit Trust 5 The Bakersfield Unit Trust 2
REANFNEFE - A1 A BB ACititrust (Cayman)
Limited JAThe New Millennium Trust” Z3EA & 1554 -
The New Millennium Trust &— B & LERFEEH

EREEHRMBZ 2RFIRIET

(5)  Cititrust (Cayman) Limited &Citibank Overseas
Investment Corporation Z 2 & B A& + MCitibank
Overseas Investment Corporation X A&Citibank N.A.Fft
A -

BEXHmEERIN R-F
BEMAL (EFHARATREHSRIN HEEEAR
Befn RARBIRL ) 2 R BOK A - ﬁﬁ?ﬁaﬂﬁﬁé*ﬂﬁ%m
K B E 155 F 336 1R R T 2 B LA ©

@¢H+E1ﬁ)€
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Directors’ interests in competing businesses

None of the Directors, the management shareholders or the substantial
shareholders of the Company, or any of their respective associates, has
engaged in any business that competes or may compete with the business
of the Group, or has any other conflict of interest with the Group.

Board practices and procedures

In the opinion of the Directors, the Company has complied with the Board
Practices and Procedures as set out in Rules 5.28 to 5.39 of the GEM
Listing Rules throughout the year.

Audit committee

The Company set up an audit committee (the “Committee”) on 7 March
2000 with written terms of reference for the purposes of reviewing and
providing supervision over the financial reporting process and internal
controls of the Group. The Committee comprises the two independent non-
executive Directors of the Company, namely Messrs. James T. Siano and
Au Shing Kwok. The Group’s audited financial statements for the year ended
31 March 2004 have been reviewed by the Committee, who are of the
opinion that such statements comply with the applicable accounting
standards, the GEM Listing Rules and legal requirements, and that adequate
disclosures have been made. The Committee has met twice during
the year.

Independent non-executive Directors

The Company has received the written confirmation from both independent
non-executive Directors pursuant to Rule 5.09 of the GEM Listing Rules.
The Company, based on such confirmation, considers that Messrs. James
T. Siano and Au Shing Kwok are independent.

Auditors

Ernst & Young retire and a resolution for their reappointment as auditors of
the Company will be proposed at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Yip Seng Mun
Chairman
Hong Kong, 23 June 2004
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Report of the Auditors #ZZ{EMHK&E

Ell ERNST & YOUNG

ARG EFH N

To the members
Prosten Technology Holdings Limited

(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 35 to 83 which have
been prepared in accordance with accounting principles generally accepted

in Hong Kong.
Respective responsibilities of directors and auditors

The Company'’s directors are responsible for the preparation of financial
statements which give a true and fair view. In preparing financial statements
which give a true and fair view it is fundamental that appropriate accounting
policies are selected and applied consistently. It is our responsibility to form
an independent opinion, based on our audit, on those financial statements
and to report our opinion solely to you, as a body, and for no other purpose.
We do not assume responsibility towards or accept liability to any other

person for the contents of this report.
Basis of opinion

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

consistently applied and adequately disclosed.

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

basis for our opinion.

BRENMBKERARAR
Bl B3R
(REEHETMALZBRAA])

ARz EED CAT SRS (5 f)) B R BTN E36EE
BEMRBAEB ARG RANMRAE M BEHE -

ExHELBM2ERNEE

g

BERRZEERAABRRUEBERNF 2HBRE - &
RMAZEVHERRE  EFLABRRAAE g
BOR - HPANEEERERMBZTENER - HZ

EMBHRIFLBUER - WERBERERERS -
BEASN - AP IRE S TR BIEE AR - BT
RAMESHASR  BEAMEMA TR ESREEM
Bif-

BERzER

BANRBER S MRS RM IR BEREITEX
TIE- ERBESRAMET A SR EMBIREAH
BRERFBEFTERWEE  TERFEESTNER
ZEMBEMRESPEZERMGAA R  AEEZS
ARRRGES ERRRk BEEEZARIER AR
BERERYFTNBEEZFEERRK -

ZE;:lE ﬁﬁ(@

BAERE FETEZITER - GUBRE—IHMR
RUFBZERNMEERBE  UERMERESENZ
BiE - MURSYBRREAFAEEREREML - 1F
HEBZH#E - AEHERK - RATEEEZEH
BHREMBZENEREERT R - HFHEE - &
PNBEZTHEERTIERREIAE AR -

REMRIEREBRLR —TTNFEFR

33



34

Report of the Auditors #ZZ{EMR&E

Opinion

In our opinion the financial statements give a true and fair view of the state
of affairs of the Company and of the Group as at 31 March 2004 and of the
loss and cash flows of the Group for the year then ended and have been
properly prepared in accordance with the disclosure requirements of the

Hong Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants

Hong Kong
23 June 2004
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Consolidated Profit and Loss Account Z=&1#E

Year ended 31 March 2004 #Z—FTEWMF=F=+—HIFE

2004 2003
Notes HK$’000 HK$’000
—EENEF —ET=
Bt sE FET F&T
TURNOVER =0 5 84,596 31,692
Cost of sales SHER A (60,490) (28,045)
Gross profit EF 24,106 3,647
Other revenue H b g 25 5 2,140 2,527
Selling and distribution costs SHE RO KA (19,168) (21,036)
General and administrative expenses —MRITBAXZ (43,566) (50,882)
Other operating expenses Hg (493) (6,393)
Impairment of an intangible asset EREERE (3,198) (30,024)
Impairment of a long term investment REAEERE - (10,372)
Provision for doubtful debts REERE - (188)
LOSS FROM OPERATING ACTIVITIES REEKEE 6 (40,179) (112,721)
Finance costs 5 E B 7 (19) (107)
LOSS BEFORE TAX BRBi AT B IR (40,198) (112,828)
Tax BE 10 (922) 2,290
NET LOSS FROM ORDINARY ACTIVITIES KEREEHFEEH
ATTRIBUTABLE TO SHAREHOLDERS BERHE 11 (41,120) (110,538)
LOSS PER SHARE BREE 12
Basic 2R (HK8.0) (HK21.6)
cents &1L cents 711l
Diluted e (HK8.0) N/A
cents &1l TEMA

REMRIEREBAR —TTNEFR
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Consolidated Balance Sheet &8 EEABEX

31 March 2004 —ZFZEWNF=A=+—H

2004 2003
Notes HK$’000 HK$’000
—EENEFE ZEE=F
Bt sE FExT FET
NON-CURRENT ASSETS FREBEE
Fixed assets EE&E 13 2,872 5,779
Deferred development costs IR B A 14 - —
Intangible asset EmREE 15 - 5,922
Deposits and club debenture e kEES 16 2,904 1,512
Long term investment RAEIGE 17 - -
5,776 13,213
CURRENT ASSETS RENEE
Inventories FE 20 10,079 9,776
Trade receivables JrE LR 5k 21 21,270 20,552
Prepayments, deposits and TERNHIE 72k
other receivables H At e We 5RIE 7,127 4,346
Short term investments HERIEE 22 8,544 3,218
Pledged bank deposits BEMIBITFR 23 3,363 3,909
Cash and cash equivalents Re RREEEY 23 52,566 87,755
102,949 129,556
CURRENT LIABILITIES REBAE
Trade payables FERTBR SR 24 13,908 14,204
Tax payable FEIBETE 1,242 1,432
Accrued liabilities, deposits received EEtaE - BERET& Rk
and other payables E IR 25 15,105 7,992
Current portion of finance lease payables B E SR RIE
2 BNEER (R 26 133 -
30,388 23,628
NET CURRENT ASSETS REEEZRE 72,561 105,928
TOTAL ASSETS LESS EEHAEB
CURRENT LIABILITIES BRBEE 78,337 119,141
NON-CURRENT LIABILITIES FRBEE
Non-current portion of finance B E M E P IR
lease payables 2 IERNEREB 26 93 -
78,244 119,141
CAPITAL AND RESERVES EARRFE
Issued capital B BT 29 51,125 51,125
Reserves (Eis] 31 27,119 68,016
78,244 119,141
Yip Seng Mun Yip Heon Keung
Chairman Director
ERER E-qe:
FzE Ed
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Consolidated Statement of Changes in Equity #Zr& =S 8IHK

Year ended 31 March 2004 #Z—FTEWMF=F=+—HIFE

Reserves f# &
Issued Share Statutory Exchange Accumul-
share premium reserve fluctuation ated
capital account fund reserve losses Sub-total Total
BT i 12 ETE EX 4
N BEER [REEE RaEA B8 MEE st
HK$'000 HK$'000 HK$'000 HK$000 HKE000 HK$'000 HK$000
THAT TAT FHT FHT FHIT FHIT FHT
At 1 April 2002 RZTT-F
MA—H 51,125 339,275 - 95 (160,833) 178,637 229,662
Exchange differences arising 424 /&4
on consolidation of MBAREKE
overseas subsidiaries and ~ MEEZ
gains not recognised inthe ~ FE . =88 R AR
profit and loss account B REER 2 W - - - 17 - 17 17
Net loss for the year FAEEFE - - - - (110,538) (110,538) (110,538)
At 31 March 2003 and RZET=F
1 April 2003 —A=1t—HEK
“TT=F
MA—H 51,125 339,275 = 112 (271,371) 68,016 119,141
Exchange differences arising 474 /&5
on consolidation of MEARKE
overseas subsidiariesand ~ MEEZ
gains not recognised inthe  [EX ZBRAR
profit and loss account BaiEER s Wm - - - 223 - 223 223
Net loss for the year FAEEFE - - - - (41,120)  (41,120) (41,120)
Transfer to statutory EBREETE
reserve fund RBEES - - 53 - (53) - -
At 31 March 2004 RZETME
=B=+—H 51,125 339,275 53 335  (312,544) 27,119 78,244

REMBERERAR —TRNFEFH
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Consolidated Cash Flow Statement Z&8HE&RER
Year ended 31 March 2004 #HZE-ZTTWMFE=F=1+—HIFEF

2004 2003
Notes HK$’000 HK$'000
—EEME —TT=
P 5 TET FET
CASH FLOWS FROM REXBBERE
OPERATING ACTIVITIES
Loss before tax FRTE A E 1B (40,198) (112,828)
Adjustments for: KT HIE ¢
Finance costs B 7% & F 7 19 107
Interest income FEUA 5 (925) (1,551)
Investment income BB A 5 (400) (71)
Loss on disposal of fixed assets & B E B EE R 6 351 387
Depreciation e 6 4,145 5,426
Amortisation of deferred development costs  #E i 5 %% & FE 8 44 6 - 709
Impairment of deferred development costs EERZEERRE 6 - 1,465
Amortisation of an intangible asset A E 6 2,724 8,413
Impairment of an intangible asset mEERE 6 3,198 30,024
Impairment of a long term investment REIRERE 6 - 10,372
Provision for doubtful debts RAREE 6 - 188
Provision for inventories GFEREE 6 - 331
Operating loss before working capital changes 438 & & & B pil 2 £ & [E518 (31,086) (57,028)
Decrease/(increase) in deposits and e REATESRD (8 m)
club debenture (1,392) 760
Decrease/(increase) in inventories FERD, (3Em) (303) 2,502
Decrease/(increase) in trade receivables R W BR OBk > (356 M) (718) 5,888
Decrease/(increase) in prepayments, TERTFIE ~ 5] & REHAM
deposits and other receivables FE U IR A (38 hn) (2,781) 2,393
Decrease/(increase) in short term investments 58 HA4& & R4 (3&0) (5,326) 3,940
Decrease in trade payables JE {1 BR RO > (296) (1,854)
Increase/(decrease) in accrued liabilities, EEtaE - BElETE R
deposits received and other payables HAth fE (S FRIEE N, Ok ) (1,917) 741
Exchange differences arising on consolidation #R&/S5MNTEB AR B MEA
of overseas subsidiaries 2R =R 229 24
Cash used in operations RSB RE (43,590) (42,634)
Interest received 2 W F & 925 1,551
Investment income received B Y& & Wz 400 71
Interest paid BAFE (19) (107)
Hong Kong profits tax refunded REIFBMEH = 1,548
Overseas taxes paid BB INRIE (1,112) (23)
Net cash outflow from operating activities USRS 2 I R R (43,396) (39,594)
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Consolidated Cash Flow Statement (continued) Z2 SR ERER (&)

Year ended 31 March 2004 #Z—FTEWMF=F=+—HIFE

2004 2003
Notes HK$°000 HK$’000
“EETNEF ZTT=F
Lz FET FAT

Net cash outflow from operating activities SRS 2 3@ F R (43,396) (39,594)
CASH FLOWS FROM INVESTING REEKCHESRE

ACTIVITIES
Purchases of fixed assets BABRTEEE 13 (1,265) (651)
Proceeds from disposal of fixed assets HEBEEEMSHIE 69 126
Deposits received for disposal of HE—IBREAKEZ

a long term investment BEET & 25 9,030 130
Release of pledged bank deposits FEBR IR ERTT 17 5K 546 2,905
Increase in non-pledged time deposits AR RN =18 B A2 A

with original maturity of more than 2 AR E BAE R AN

three months when acquired (33,144) -
Net cash inflow/(outflow) from BEEBZEERA

investing activities (m) F58 (24,764) 2,610
CASH FLOWS FROM Al E B

FINANCING ACTIVITIES ZEESHRE
Capital element of finance lease mERERNHEESZ

rental payments PN ) (173) -
Repayment of bank loans ERRITER - (2,357)
Net cash outflow from financing activities BMEFH BRI FE (173) (2,357)
NET DECREASE IN CASH AND ReERBESEEY

CASH EQUIVALENTS B R (68,333) (89,341)
Cash and cash equivalents at FUIzHER

beginning of year ReEEY 87,755 127,096
CASH AND CASH EQUIVALENTS FHRzEE

AT END OF YEAR RREEEY 19,422 87,755
ANALYSIS OF BALANCES OF CASH BeRALLEY

AND CASH EQUIVALENTS R AT
Cash and bank balances IR MIRTT 4R 23 14,449 3,146
Non-pledged time deposits placed TR B R

at financial institutions R=EAAEE#Z

with original maturity of less than BT AFER

three months - 46,203
Other liquid funds HtREHES 23 4,973 38,406

19,422 87,755
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Balance Sheet EE& &R

31 March 2004 —ZFZEWNF=A=+—H

2004 2003
Notes HK$’000 HK$'000
—ZTENEF =TT =
i FET T
NON-CURRENT ASSETS ERBEE
Interests in subsidiaries S INEPNCIP 19 78,462 116,951
CURRENT ASSETS REBEE
Prepayments, deposits and FEHIE 72k
other receivables H IR 142 630
Cash and bank balances R RIRTT 4R 23 49 81
191 711
CURRENT LIABILITIES REBEE
Accrued liabilities and other payables FERT B E R H AL FE T kI8 829 603
NET CURRENT ASSETS/(LIABILITIES) RBEE (AR FE (638) 108
77,824 117,059
CAPITAL AND RESERVES BARR B
Issued capital BT 29 51,125 51,125
Reserves EE 31 26,699 65,934
77,824 117,059
Yip Seng Mun Yip Heon Keung
Chairman Director
EER -l
TE EFE
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Notes to Financial Statements B85 3% iz

31 March 2004 —ZEZEmFE=F=+—H

Corporate Information

At 31 March 2004, the principal place of business of Prosten
Technology Holdings Limited was located at Unit 2402, Bank of

America Tower, 12 Harcourt Road, Hong Kong.

During the year, the Group was involved in the provision of broadband
data networks and Internet backbone solutions, applications software,
e-commerce solutions and related IT consultancy services, and

investment holding.

Impact of New and Revised Hong Kong Statements
of Standard Accounting Practice

The following new and revised Hong Kong Statements of Standard
Accounting Practice (“SSAPs”) are effective for the first time for the

current year’s financial statements:

e SSAP 12 (Revised)
e SSAP35

“Income taxes”
“Accounting for government grants
and disclosure of government

assistance”

These SSAPs prescribe new accounting measurement and disclosure
practices. The major effects on the Group’s accounting policies and
on the amounts disclosed in these financial statements of adopting

these SSAPs, are summarised as follows:

SSAP 12 prescribes the accounting for income taxes payable or
recoverable, arising from the taxable profit or loss for the current period
(current tax); and income taxes payable or recoverable in future periods,
principally arising from taxable and deductible temporary differences

and the carryforward of unused tax losses (deferred tax).
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Notes to Financial Statements (continued) B R &R Kz @)

31 March 2004 —ZFZEWNF=A=+—H

Impact of New and Revised Hong Kong Statements
of Standard Accounting Practice (continued)

The SSAP has had no significant impact for these financial statements
on the amounts recorded for income taxes. However, the related note
disclosures are now more extensive than previously required. These
are detailed in note 10 to the financial statements and include a
reconciliation between the accounting loss and the tax expense/

(income) for the year.

SSAP 35 prescribes the accounting for government grants and other
forms of government assistance. The adoption of this SSAP has had
no significant impact for these financial statements on the amounts
recorded for government grants, however, additional disclosures are
now required and are detailed in notes 3, 6 and 10 to the financial

statements.

Summary of Significant Accounting Policies

Basis of preparation

These financial statements have been prepared in accordance with
SSAPs, accounting principles generally accepted in Hong Kong and
the disclosure requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost convention except
for the re-measurement of short term investments as explained in the

respective accounting policy below.

Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries for the year ended 31 March
2004. The results of subsidiaries acquired or disposed of during the
year are consolidated from or to their effective dates of acquisition or
disposal, respectively. All significant intercompany transactions and

balances within the Group are eliminated on consolidation.
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Notes to Financial Statements (continued) B 3§53 zRMisE @

31 March 2004 —ZEZEmFE=F=+—H

Summary of Significant Accounting Policies (continued)

Subsidiaries
A subsidiary is a company whose financial and operating policies the
Company controls, directly or indirectly, so as to obtain benefits from

its activities.

The results of subsidiaries are included in the Company’s profit and
loss account to the extent of dividends received and receivable. The
Company’s interests in subsidiaries are stated at cost less any

impairment losses.

Negative goodwill

Negative goodwill arising on the acquisition of subsidiaries represents
the excess of the Group’s share of the fair values of the identifiable
assets and liabilities acquired as at the date of acquisition, over the

cost of the acquisition.

To the extent that negative goodwill relates to expectations of future
losses and expenses that are identified in the acquisition plan and
that can be measured reliably, but which do not represent identified
liabilities as at the date of acquisition, that portion of negative goodwill
is recognised as income in the consolidated profit and loss account

when the future losses and expenses are recognised.

To the extent that negative goodwill does not relate to identifiable
expected future losses and expenses as at the date of acquisition,
negative goodwill is recognised in the consolidated profit and loss
account on a systematic basis over the remaining average useful life
of the acquired depreciable/amortisable assets. The amount of any
negative goodwill in excess of the fair values of the acquired non-

monetary assets is recognised as income immediately.
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Notes to Financial Statements (continued) B R &R Kz @)

31 March 2004 —ZFZEWNF=A=+—H

Summary of Significant Accounting Policies (continued)

Negative goodwill (continued)

Prior to the adoption of SSAP 30 “Business combinations” in 2001,
negative goodwill arising on acquisitions was eliminated against
consolidated reserves in the year of acquisition. On the adoption of
SSAP 30, the Group applied the transitional provision of the SSAP
that permitted such negative goodwill to remain credited to
consolidated reserves. Negative goodwill on acquisitions subsequent
to the adoption of the SSAP is treated according to the SSAP 30

negative goodwill accounting policy above.

On disposal of subsidiaries, the gain or loss on disposal is calculated
by reference to the net assets at the date of disposal, including the
attributable amount of negative goodwill which has not been recognised
in the consolidated profit and loss account and any relevant reserves
as appropriate. Any attributable negative goodwill previously credited
to the consolidated reserves at the time of acquisition is written back

and included in the calculation of the gain or loss on disposal.

Related parties

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

corporate entities.

Impairment of assets

An assessment is made at each balance sheet date of whether there
is any indication of impairment of any asset, or whether there is any
indication that an impairment loss previously recognised for an asset
in prior years may no longer exist or may have decreased. If any such
indication exists, the asset’s recoverable amount is estimated. An
asset’s recoverable amount is calculated as the higher of the asset’s

value in use or its net selling price.
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Notes to Financial Statements (continued) B 3§53 zRMisE @

31 March 2004 —ZEZEmFE=F=+—H

Summary of Significant Accounting Policies (continued)

Impairment of assets (continued)

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. An impairment loss is charged
to the profit and loss account in the period in which it arises, unless
the asset is carried at a revalued amount, when the impairment loss is
accounted for in accordance with the relevant accounting policy for

that revalued asset.

A previously recognised impairment loss is reversed only if there has
been a change in the estimates used to determine the recoverable
amount of an asset, however not to an amount higher than the carrying
amount that would have been determined (net of any depreciation/
amortisation), had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is credited to the profit
and loss account in the period in which it arises, unless the asset is
carried at a revalued amount, when the reversal of the impairment
loss is accounted for in accordance with the relevant accounting policy

for that revalued asset.

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation and
any impairment losses. The cost of an asset comprises its purchase
price and any directly attributable costs of bringing the asset to its
working condition and location for its intended use. Expenditure
incurred after fixed assets have been put into operation, such as repairs
and maintenance, is normally charged to the profit and loss account
in the period in which it is incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted in an increase in the
future economic benefits expected to be obtained from the use of the
fixed asset, the expenditure is capitalised as an additional cost of that

asset.
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Notes to Financial Statements (continued) B R &R Kz @)

31 March 2004 —ZFZEWNF=A=+—H

Summary of Significant Accounting Policies (continued)

Fixed assets and depreciation (continued)

Depreciation is calculated on the straight-line basis to write off the
cost of each asset over its estimated useful life. The principal annual
rates used for this purpose are as follows:

Leasehold improvements 30% or over the lease terms,

whichever is shorter

Office equipment 30%
Computer equipment 30%
Furniture and fixtures 20%
Motor vehicles 30%

The gain or loss on disposal or retirement of a fixed asset recognised
in the profit and loss account is the difference between the net sales

proceeds and the carrying amount of the relevant asset.

Deferred development costs

Expenditure incurred on projects to develop new products is capitalised
and deferred only when the projects are clearly defined; the expenditure
is separately identifiable and can be measured reliably; there is
reasonable certainty that the projects are technically feasible; and the
products have commercial value. Product development expenditure

which does not meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less any impairment
losses and are amortised, using the straight-line method, over the
expected useful lives of the underlying products subject to a maximum
period of three years, commencing from the date when the products

are available as to use.

The unamortised balance of development costs is reviewed at the
end of each year and is written off to the extent that the unamortised
balance, taken together with further development and directly related

costs, is no longer likely to be recovered.
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Notes to Financial Statements (continued) B 3§53 zRMisE @

31 March 2004 —ZEZEmFE=F=+—H

Summary of Significant Accounting Policies (continued)

Intangible asset

The intangible asset represents the technology know-how over certain
specific software products and operating platforms developed by a
third party, and is stated at cost less accumulated amortisation and
any impairment losses. Amortisation is provided on a straight-line basis
over a period of three years commencing from the date when the
technology know-how of the applicable software products is available

as to use.

The unamortised balance of the intangible asset is reviewed at the
end of each year and any impairment is written off to the extent that

the unamortised balance is no longer likely to be recovered.

Leased assets

Leases that transfer substantially all the rewards and risks of ownership
of assets to the Group, other than legal title, are accounted for as
finance leases. At the inception of a finance lease, the cost of the
leased asset is capitalised at the present value of the minimum lease
payments and recorded together with the obligation, excluding the
interest element, to reflect the purchase and financing. Assets held
under capitalised finance leases are included in fixed assets and
depreciated over the shorter of the lease terms and the estimated
useful lives of the assets. The finance costs of such leases are charged
to the profit and loss account so as to provide a constant periodic

rate of charge over the lease terms.

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Rentals applicable to such operating leases are charged to the profit

and loss account on the straight-line basis over the lease terms.
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Notes to Financial Statements (continued) B R &R Kz @)

31 March 2004 —ZFZEWNF=A=+—H

Summary of Significant Accounting Policies (continued)

Long term investment

The long term investment is a non-trading investment in an unlisted
equity security intended to be held on a long term basis. The unlisted
security is stated at cost less any impairment losses that are considered
by the directors to be other than temporary. In situations where the
circumstances and events which led to an impairment cease to exist
and there is persuasive evidence that the new circumstances and
events will persist for the foreseeable future, the amount of the
impairment previously charged is credited to the profit and loss account

to the extent of the amount previously charged.

Short term investments

Short term investments are investments in investment funds held for
trading purposes and are stated at their fair values at the balance
sheet date. The gains or losses arising from changes in the fair values
of the investment funds are credited or charged to the profit and loss

account in the period in which they arise.

Inventories

Inventories are stated at the lower of cost and net realisable value
after making due allowances for obsolete and slow-moving items. Cost
is determined on the first-in, first-out basis and in the case of work in
progress comprises direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based on estimated
selling prices less any estimated costs to be incurred to completion

and disposal.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and
cash equivalents comprise cash on hand and demand deposits, and
short term highly liquid investments which are readily convertible into
known amounts of cash and which are subject to an insignificant risk
of changes in value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash management.
For the purpose of the balance sheet, cash and cash equivalents
comprise cash on hand and at financial institutions, including term
deposits, and assets similar in nature to cash, which are not restricted

as to use.
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Summary of Significant Accounting Policies (continued)

Income tax

Income tax comprises current and deferred tax. Income tax is
recognised in the profit and loss account or in equity if it relates to
items that are recognised in the same or a different period directly in

equity.

Deferred tax is provided, using the liability method, on all temporary
differences at the balance sheet date between the tax bases of assets
and liabilities and their carrying amounts for financial reporting

purposes.

Deferred tax liabilities are recognised for all taxable temporary

differences:

e except where the deferred tax liability arises from the initial
recognition of an asset or liability and, at the time of the
transaction, affects neither the accounting profit nor taxable profit

or loss; and

e in respect of taxable temporary differences associated with
investments in subsidiaries, except where the timing of the reversal
of the temporary differences can be controlled and it is probable
that the temporary differences will not reverse in the foreseeable

future.

Deferred tax assets are recognised for all deductible temporary
differences, carryforward of unused tax assets and unused tax losses,
to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the
carryforward of unused tax assets and unused tax losses can be

utilised:

e except where the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of an asset
or liability and, at the time of the transaction, affects neither the

accounting profit nor taxable profit or loss; and
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Notes to Financial Statements (continued) B R &R Kz @)

31 March 2004 —ZFZEWNF=A=+—H

3. Summary of Significant Accounting Policies (continued)

Income tax (continued)

e in respect of deductible temporary differences associated with
investments in subsidiaries, deferred tax assets are only
recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit
will be available against which the temporary differences can be

utilised.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Conversely, previously unrecognised deferred
tax assets are recognised to the extent that it is probable that sufficient
taxable profit will be available to allow all or part of the deferred tax

asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply to the period when the asset is realised or the
liability is settled, based on tax rates (and tax laws) that have been

enacted or substantively enacted at the balance sheet date.

Government grants
Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching

conditions will be complied with.

Revenue recognition
Revenue is recognised when it is probable that the economic benefits
will flow to the Group and when the revenue can be measured reliably,

on the following bases:

(@ from the sale of goods, when the significant risks and rewards of
ownership have been transferred to the buyer, provided that the
Group maintains neither managerial involvement to the degree
usually associated with ownership, nor effective control over the

goods sold;
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31 March 2004 —ZEZEmFE=F=+—H

Summary of Significant Accounting Policies (continued)

Revenue recognition (continued)
(b) installation, system development and system design service

income, when the relevant services have been rendered; and

(c) interest income, on a time proportion basis taking into account

the principal outstanding and the effective interest rate applicable.

Employee benefits

Retirement benefits schemes

The Group operates a defined contribution Mandatory Provident Fund
retirement benefits scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for those employees who are
eligible to participate in the MPF Scheme. Contributions are made
based on a percentage of the employees’ basic salaries and are
charged to the profit and loss account as they become payable in
accordance with the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in an
independently administered fund. The Group’s employer contributions

vest fully with the employees when contributed into the MPF Scheme.

The Group has joined a mandatory central pension scheme (the “CP
Scheme”) organised by the government in the People’s Republic of
China excluding Hong Kong (the “PRC”), for the Group’s employees
in the PRC, the assets of which are held separately from those of the
Group. Contributions made are based on a percentage of the eligible
employees’ salaries and are charged to the profit and loss account as
they become payable, in accordance with the rules of the CP Scheme.
The employer’s contributions vest fully with the employees once they

are made.
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Summary of Significant Accounting Policies (continued)

Employee benefits (continued)

Share option schemes

The Company operates share option schemes for the purpose of
providing incentives and rewards to eligible participants who contribute
to the success of the Group’s operations. The financial impact of share
options granted under the share option schemes is not recorded in
the Company’s or the Group’s balance sheet until such time as the
options are exercised, and no charge is recorded in the profit and loss
account or balance sheet for their cost. Upon the exercise of share
options, the resulting shares issued are recorded by the Company as
additional share capital at the nominal value of the shares, and the
excess of the exercise price per share over the nominal value of the
shares is recorded by the Company in the share premium account.
Options which are cancelled prior to their exercise date, or which have

lapsed, are deleted from the register of outstanding options.

Foreign currencies

Foreign currency transactions are recorded at the applicable exchange
rates ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are
translated at the applicable exchange rates ruling at that date.

Exchange differences are dealt with in the profit and loss account.

On consolidation, the financial statements of overseas subsidiaries
are translated into Hong Kong dollars using the net investment method.
The profit and loss accounts of overseas subsidiaries are translated
into Hong Kong dollars at the weighted average exchange rates for
the year, and their balance sheets are translated into Hong Kong dollars
at the exchange rates ruling at the balance sheet date. The resulting

translation differences are included in the exchange fluctuation reserve.

For the purpose of the consolidated cash flow statement, the cash
flows of overseas subsidiaries are translated into Hong Kong dollars
at the exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout
the year are translated into Hong Kong dollars at the weighted average

exchange rates for the year.
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31 March 2004 —ZEZEmFE=F=+—H

Segment Information

Segment information is presented by way of two segment formats: (i)
on a primary segment reporting basis, by business segment; and (ii)

on a secondary segment reporting basis, by geographical segment.

The Group’s operating businesses are organised and managed
separately, according to the nature of their operations and the products
and services they provide. Each of the Group’s business segments
represent a strategic business unit that offers products and services
which are subject to risks and returns that are different from those of
the other business segments. Summary details of the business

segments are as follows:

(@) Provision of broadband data networks and Internet backbone

solutions;

(b) Provision of applications software; and

(c) Provision of e-commerce solutions and related IT consultancy

services.

In determining the Group’s geographical segments, revenues are
attributed to the segments based on the location of the customers,
and assets are attributed to the segments based on the location of

the assets.
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Notes to Financial Statements (continued) B R &R Kz @)

31 March 2004 —ZFZEWNF=A=+—H

4. Segment Information (continued) 4. FHER @
(a) Business segments (a) XKD
The following tables present revenue, loss and certain asset, TREFNAREEBHH 2 Was - BEKS
liability and expenditure information for the Group’s business TEE BERAZER -
segments.
Group REE
Provision of
Provision of e-commerce
broadband solutions
data networks and related IT
and Internet Provision of consultancy services
backbone solutions applications RUETHE
RUBHEEBERER software BRAARREEANE Total
ERRIRERATR RUERTHS BHzEARE @t
2004 2003 2004 2003 2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
“ZEME C-ZT-F CZEEIME -TT-F C“EEME -TT-F CZEEME C-TE=F
T THL TEL THL TEL FEL T TEL

Segment revenue: AEbE

Sales to external ST

customers Ly 47,891 27,674 2,951 3,132 33,754 886 84,596 31,692

Segment resuts SBEE (5988)  (16479)  (5921)  (46814) 11,208  (12,360) (706)  (75,653)
Unallocated expenses KARER (41,613) (39,595)
Other revenue Ht s 2,140 2,527
Loss from operating activiies & E£KEE (40,179)  (112,721)
Finance costs YHER (19) (107)
Loss before tax BRitAEE (40,198)  (112,828)
Tax A (922) 2,290
Net loss from ordinary R E(L

activities attributable BEEH

to shareholders BiETE (41,120)  (110,538)
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Notes to Financial Statements (continued) B 3§53 zRMisE @

31 March 2004 —ZEZEmFE=F=+—H

4. Segment Information (continued)

(@) Business segments (continued)

4. SEWER @

(a) ZE=HoE (&

Group IRE
Provision of
Provision of e-commerce
broadband solutions
data networks and related IT
and Internet Provision of consultancy services
backbone solutions applications RUETHE
RUZEBERARR software BRAARREEAME  Corporate and Other Total
ERBIRRBATR REERRH B2 BARE DRIREM -
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
HK$'000  HK$000 HK$000 HK$000  HK$000  HK$000 HK$000 HK$000  HK$000  HK$'000
“EEME -TT-F CBEMEF -TT-F CZBEME -TT-F -“BEME —TT-F CEEME TR
TiEn THET TER T TR TEL THr TiEx TER T
Segment assets PHEE 2,117 28,588 4,828 6,005 8,232 3,444 - - 35,177 38,037
Unallocated assets FAEEE 73548 104,732 73,548 104,732
Total assets BEE 73548 104732 108,725 142,769
Segment liabilities AEEE 13,684 15,475 208 882 1,669 86 - - 15,561 16,443
Unallocated liabilities RAREE 14,920 7,185 14,920 7,185
Total liabilities LafE 14,920 7,185 30,481 23,628

Other segment information: ~ EfAHER

Depreciation & 710 2,338 110 596
Amortisation B - - 2,724 9,122
Impairment losses ERERE

recognised in R

profit and loss account AEEBE - 124 3,198 31,093
Provision for doubtful debts R/ - 188 - -
Provision for inventories FERE - 331 - -
Bad debts written off i - 31 - -
Capital expenditure ERRR - 545 - -

566 16 2,699 2,476 4,145 5,426
- = - = 2,724 9,122
- 10,644 - = 3,198 41,861
- = - = - 188
= = = = = 331
= = 15 = 15 31
526 = 1,138 6 1,664 551

(b) Geographical segments
Over 90% of the Group’s revenue and assets are derived from
customers and operations based in the PRC and accordingly, no
further analysis of the Group’s geographical segments is

disclosed.

(b) HEHEP
MR AREE0% A e M EEIRE B2
BEPRES U EE - SREAREE
DEBZ EMDHT ©
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31 March 2004 —ZFZEWNF=A=+—H

5. Turnover and Revenue

Turnover represents the net invoiced value of goods sold, after

allowances for returns and trade discounts, business tax, where

applicable, and services rendered. All significant intra-group

transactions have been eliminated on consolidation.

An analysis of the Group’s turnover and other revenue is as follows:

LRER W

LEEBREEHLEERRAREHRBENGRERS -
Irin - EEB (WER) R 2%
RARIRZEARZERES

AN =]

E=2)
as

Ry S

AEBEEBRNEMKE 2 OMMAT ¢

2004 2003
HK$’°000 HK$’000
—EENEF —TE=
FExT T
Turnover: B
Sale of goods EmiEE 49,588 27,674
Services rendered IR AR 35,008 4,018
84,596 31,692
Other revenue: H s
Interest income F B A 925 1,551
Investment income BEWA 400 71
Recovery of bad debts provided BOoBEFEZ
for in prior years AR = 412
Others Hit 815 493
2,140 2,527
Total revenue Pl 86,736 34,219
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Notes to Financial Statements (continued) B1 R &R KTz @)

31 March 2004 —ZFEWF=F=+—H

6. Loss from Operating Activities

6. KEXBER

The Group’s loss from operating activities is arrived at after charging/ AEE 7 B EBEBIBLME GEA) T3&18
(crediting): &I
2004 2003
HK$’000 HK$’000
—EENEF ZEE=F
FExT FET
Cost of inventories sold BEHEERAR 40,949 14,905
Cost of services provided TR AR TS A AN 19,541 13,140
Depreciation ree 4,145 5,426
Minimum lease payments under LERERK
operating leases: HERR
Land and buildings T ih R AEF 7,470 7,632
Auditors’ remuneration ZEREN B & 418 438
Staff costs (excluding directors’ BT (NEtE
remuneration (Note 8)): EEME (fzx8)) :
Wages and salaries TERF® 17,028 24,767
Pension scheme contributions RIS ETEIE R 1,709 1,830
Severance payments i - 1,223
18,737 27,820
Research and development costs: 7t R BRI EE A AN
Current year expenditure* REFE T = 4,179
Amortisation of deferred EEFZE R
development costs** By - 709
Impairment of deferred EEREE
development costs* B - 1,465
- 6,568
Impairment of an intangible asset EREERE 3,198 30,024
Amortisation of an intangible asset** e ki 2,724 8,413
Loss on disposal of fixed assets* 5 B & E e e 351 387
Bad debts written off* 22 AR S 15 31
Impairment of a long term investment RERERIE - 10,372
Provision for doubtful debts RERE - 188
Provision for inventories* FERE - 331
Refund of business tax*** R R (942) -

*

These items are included in “Other operating expenses” on the face of
the consolidated profit and loss account.

** The current year’s expenditure on the amortisation of an intangible asset
in the amount of HK$2,724,000 (2003: HK$8,413,000) is included in
“Cost of services provided” disclosed above, which is in turn included in
“Cost of sales” on the face of the consolidated profit and loss account.
Last year, expenditure on the amortisation of deferred development costs
in the amount of HK$709,000 was included in “Cost of services provided”
disclosed above, which was in turn included in “Cost of sales” on the

face of the consolidated profit and loss account.

* FeBERRPZ[REegERx] eE%EEAe -

o B HRERISK A REANEEER BEBES
82,724,000 7T (ZZTZ =4 : 8,413,000%7T) * i [12
HIRER A B BEERA BRREER 2 [HERA]
Ao RF - EXETE 2 TRERBRAN] 0E2FE 2R
L% B PSS BUEAT 00,0008 7T M [HR L AR AR AN
EREERABFEREEF 2 HEREIR -

REMBERERAR —TRNFEFH
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6. Loss from Operating Activities (continued) 6. REXKEE@®
**  The current year’s refund of business tax in the amount of HK$942,000 e REEEEBRBIEEE2,0008 T (ZTT=5F : &)
(2003: Nil) represented the financial subsidy granted by the PRC B BB E BT 2 B E) o ZIBA B TR E
governmental authority. The subsidy is determined based on the business BEr—R KB AR EERETE - WREFANZ
tax paid by one of the Group’s subsidiaries in the PRC and is offset EER -

against the business tax charged during the year.

7. Finance Costs 7. MBEA
2004 2003
HK$’000 HK$'000
—ETNF ZET=F
FHBxT FHET
Interest on bank overdrafts and bank ERAFAZHEREZRITES
loans wholly repayable within five years RIRITERFE - 107
Interest expense on a finance lease BMEMRE 2T EHAXZ 19 =
19 107
8. Directors’ Remuneration 8. EEMS
Directors’ remuneration disclosed pursuant to the Rules Governing AR ARBREREMaRSMERARESR LR
the Listing of Securities on the Growth Enterprise Market of The Stock B EBAGHEFIE161EZ R EREEEZH S
Exchange of Hong Kong Limited and Section 161 of the Hong Kong Z g
Companies Ordinance, is as follows:
2004 2003
HK$’000 HK$’'000
—ETNF e
FET FHBT
Fees: He
Executive directors WITES = -
Independent non-executive directors BIEHITES 150 150
Other emoluments of executive directors:  #ITEZ 2 HtbEi< :
Basic salaries, other allowances EXFe « HtEIER
and benefits in kind EYA = 11,814 9,884
Pension scheme contributions RN ETEIEK 152 178
12,116 10,212
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8. Directors’ Remuneration (continued) 8.

During the year, there were four (2003: six) executive directors receiving
individual emoluments of HK$2,825,000 (2003: HK$2,819,000),
HK$3,788,000 (2003: HK$2,172,000), HK$3,149,000 (2003:
HK$2,204,000) and HK$2,204,000 (2003: HK$2,204,000),

respectively.

During the year, there was one independent non-executive director
who received director’s fees of HK$150,000 (2003: HK$150,000). No
director’s fees were paid to the other independent non-executive
director (2003: Nil).

The number of directors whose remuneration fell within the following

bands is as follows:

EEME @

FR - W (ZTE=F : D ATEZEH R
12,825,000/ 7T (ZT T =4 : 2,819,000%7T)
3,788,000/ L (ZEZE =4 : 2,172,000 7T) *
3,149,000/ 7T (ZFE =4 : 2,204,000 7T) &
2,204,000/ 70 (ZEZ =4 : 2,204,000/87T) 2

FN - —(IBZIFFITE S WE150,0008 7T (=
TT =4 : 150,0008 ) 2 EAEZHE - M5
—BNTEEHERNESHE (ZTT
=F | o

MERATHEZESEAZBMAT :

Number of directors

Nil to HK$1,000,000

HK$1,000,001
HK$1,500,001
HK$2,000,001

- HK$1,500,000
- HK$2,000,000
- HK$2,500,000

Z —1,000,000/% 7T

1,000,001 7T — 1,500,000/% 7T
1,500,001 7t — 2,000,000/ 7T
2,000,001 7T, — 2,500,000/ 7T

HK$2,500,001 — HK$3,000,000 2,500,0017% 7t — 3,000,000 7T
HK$3,000,001 — HK$3,500,000 3,000,001 7t — 3,500,000 7T
HK$3,500,001 — HK$4,000,000 3,500,001 7t — 4,000,000 7T

BEEAHY
2004 2003
it £ Juf:3 —ET=F
3 4
1 3
1 1
1 -
1 -

There was no arrangement under which a director waived or agreed

to waive any remuneration during the year.

During the year, no emoluments were paid by the Group to the directors

as an inducement to join, or upon joining the Group, or as

compensation for loss of office.

FRALETLEEHNRXFABAETAME 2
e

FA - AKEYEAESE RS EREN
AREE 7 BRE R W fE -

REMRIEREBAR —TTNEFR
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9. Five Highest Paid Employees 9. HlumEHFMES
The five highest paid employees during the year included four (2003: FRNAMNZ=TMEERENMNES (2T =
four) directors, details of whose remuneration are set out in note 8 & AL - EFeFBEEN LS o Fgr—
above. Details of the remuneration of remaining one (2003: one) non- i (ZTR=F : —fI) IFEFESHUMES 2B
director, highest paid employee are set out below: SHEBEHINOT :
2004 2003
HK$’000 HK$’'000
—gEmE  -TT=F
FTEx FAT
Basic salaries, other allowances EXRF® - HAbERL
and benefits in kind REWMF = 1,550 1,475
Pension scheme contributions RIS EIHRK 27 27
1,577 1,502
The remuneration of the one non-director, highest paid employee for REE-_TTENF=F=+—HILFEE » %k
the year ended 31 March 2004 fell within the HK$1,500,001 to BEERoHHEES 24N 1,500,001 TE
HK$2,000,000 band. 2,000,000 7T 2 ©
10. Tax 10. #E
2004 2003
HK$’000 HK$'000
—gEmE  -TT=F
FBxT FAT
Current year provision: NEZRA -
Hong Kong B - =
Elsewhere H bt @ 1,208 19
1,208 19
Hong Kong profits tax refunded REBEBFEH = (1,548)
Overprovision in prior years FERERE (286) (761)
Tax charge/(written back) for the year NEFEZRESZE (B1E) 922 (2,290)

Hong Kong profits tax has not been provided as the Group did not
generate any assessable profits arising in Hong Kong during the year
(2008: Nil). Taxes on profits assessable elsewhere have been calculated
at the rates of tax prevailing in the countries in which the Group
operates, based on existing legislation, interpretations and practices

in respect thereof.
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10. Tax (continued)

A reconciliation of the tax expense applicable to loss before tax using
the statutory tax rates for the countries in which the Company and its

subsidiaries are domiciled to the tax expense at the effective tax rates

is as follows:

10. HE @

AEBAEENERARAR R RENBARME
BRZEEREAE 2 HBRRSARR
AHEZRIERS ZHRET

YRS

2004 2003
HK$’000 HK$’000
—EETNEF —ET=F
FET T

Accounting loss before tax BRI EE (40,198) (112,828)
Tax at the Hong Kong statutory tax rate E%ﬁ}%}iiﬁf 17.5%51H 2 BiIE

of 17.5% (2003: 16%) (ZZE=% : 16%) (6,283) (13,708)
Tax at the Mainland China statutory iR B K B A FE A R 88 % T & 2 B 1H

tax rate of 33% (2003: 33%) (ZZEZT=F : 33%) (1,418) (8,961)
Lower applicable tax rate enjoyed AEEZRsREEATRE

by the Group 773 4,788
Estimated tax effect of net expenses FAEE TE JE AR Aot i 1| g 1 B —HLD ]

that are not deductible in determining A FE 2GR e

taxable profit 6,682 12,788
Estimated tax losses utilised from ZABTHREZ G HIEEE

previous periods (588) 3)
Tax refunded REFIE = (1,548)
Estimated tax losses not recognised REER 2 (A5 HIEEE 2,042 5,115
Adjustment in respect of current BT HEBITHIEEL 2 AR

tax of previous periods (286) (v61)
Tax charge/(credit) at the Group’s EAREBEBRREGTEZ

effective rate BEfRx, (HEx) 922 (2,290)

A Group’s subsidiary operating in the PRC is adjudicated as a “& #1
R AT {d 2" by the PRC governmental authority. In accordance with a
notice issued by the PRC governmental authority on 29 December
20083, the subsidiary is entitled to a subvention on 7% of its assessable
profits for the period from 1 January 2003 to 31 December 2004 when

all attaching conditions are complied with. The PRC local governmental

authority has not yet confirmed the compilation with the attaching REER LB A B R Pk 5 2 164 B & EVE
conditions by the subsidiary and no subvention has been received. fa] 2R ©
There was no unprovided deferred tax in respect of the year and at AFEERREE A ETCARBERELERE (=

the balance sheet date (2003: Nil).

AR (SRR

F—A—HE-_ZZT

TT=F: \) o

REMRIEREBAR —TTNEFR

REE T REE 2 M8 A R BT
o IRIEP BB ATHEER —
ER=—F+ AT NHEBLZEM - WZHE

RREKPIES 2 G - RS
ME+—A=+—HILHH
ZIERBORAM 27 %802 0h o B IR TR v

B-—TE=

T —==
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11. Net Loss from Ordinary Activities Attributable to Shareholders 11.

The net loss from ordinary activities attributable to shareholders for
the year ended 31 March 2004 dealt with in the financial statements
of the Company was HK$39,235,000 (2003: HK$112,603,000).

BRERIEM B R ERFH

FARRRPBRRABRE . BE_TTNEF=
A=+ —HILFEBRRENBEXEERFER
39,235,000/&7C (ZFF =4 : 112,603,000/£7T)

12. Loss per Share 12. BREE
The calculation of basic and diluted loss per share for the two years HE_TTNF=A=1T—HLEREFEZEK
ended 31 March 2004 is based on the following data: EARREEESE - DR TIERTE
2004 2003
HK$’000 HK$’000
—EENEF :?2 ¢
Loss: 518
Net loss attributable to shareholders, AR ESREARREEEE
used in the basic and diluted 2 PR R e B8 F 58
loss per share calculations (41,120) (110,538)
Shares: f&1n
Weighted average number of shares REANARETEFRER
in issue during the year used in & 18 2 B BT 2 hntEe
basic loss per share calculation A% ER 511,250,000 511,250,000
Weighted average number of shares BERAZRERABERENRN
assumed issued at no consideration i ARITE 2 BB ETT(E
on deemed exercise of all share MmEETTAR (D 2 Nt
options outstanding during the year TR 21,853 -
Weighted average number of shares AR ESREEEEZ
used in diluted loss per share & 7 hnge 35 Ak 2k
calculation 511,271,853 511,250,000
A diluted loss per share amount for the year ended 31 March 2003 HE-_EE=—F=-A=1t—HItFE2ERKR#HE
had not been disclosed, as the share options and warrants outstanding BEIESHEWRAERE - RAITEZBIRERZR
had an anti-dilutive effect on the basic loss per share for that year. HBHZEENy SRERGEBERBESE -
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13. Fixed Assets 13. BIEEE
Group
AEEH
Office and
computer
equipment,
furniture
Leasehold and fixtures
improvements oA EEE Y Motor
HE =E - R vehicles Total
L ESL 30 HEEHE RE &5t
HK$’000 HK$'000 HK$'000 HK$’'000
THT THTT FHET THT
Cost: BAE :
At beginning of year F4] 2,514 24,773 1,338 28,625
Additions = 344 921 399 1,664
Disposals HE (1,202) (927) - (2,129)
Exchange realignment b H A% (13) (33) 7) (58)
At 31 March 2004 RZZTTF
=B=+—H 1,643 24,734 1,730 28,107
Accumulated depreciation  ZEFtTE R
and impairment: A
At beginning of year F47) 2,044 19,853 949 22,846
Provided during the year FREE 421 3,330 394 4,145
Disposals = (1,067) (642) - (1,709)
Exchange realignment bE H A5 (13) (27) (7) (47)
At 31 March 2004 RZETNEF
=A=+—H 1,385 22,514 1,336 26,285
Net book value: BRIEFHE
At 31 March 2004 RZZZF
=BA=+—H 258 2,220 394 2,872
At 31 March 2003 R-BE=4F
=BA=+—H 470 4,920 389 5,779
The net book value of the Group’s fixed assets held under a finance AREBREREHERE ZEEEEZEAE
lease included in the total amount of motor vehicles at 31 March 2004, BER_ZEENF=ZRA=Z+—HEENE
amounted to approximately HK$279,000 (2003: Nil). 279,000 T (ZZEZT=4F : &) 298 °
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31 March 2004 —ZFZEWNF=A=+—H

14. Deferred Development Costs 14, EEFRZER
Group
rEE
HK$’'000
FET
Cost: BANME -
At beginning of year F9) 6,420
Write-off during the year R F A5 (6,420)
At 31 March 2004 R=EETNF=A=+—H
Accumulated amortisation and impairment: 2 &H# 4 MR E
At beginning of year F1) 6,420
Write-off during the year R A (6,420)
At 31 March 2004 RZZZNF=A=+—H -
Net book value: BRENFE
At 31 March 2004 R=EETNF=A=+—H -
At 31 March 2003 R—BE=F=A=+—A _
15. Intangible Asset 5. B EE
Group
rEE
HK$’'000
FHET
Cost: B ANE -
At beginning of year and at REPER_ZZMF
31 March 2004 =A=+—H 45,889
Accumulated amortisation and impairment: 2=t #$4 &ZRE :
At beginning of year F4]) 39,967
Amortisation provided during the year F NI 2 5 2,724
Impairment during the year recognised EREmRER
in the profit and loss account ZERNRE 3,198
At 31 March 2004 RZZEZENF=ZA=+—H 45,889
Net book value: BREFE
At 31 March 2004 R-ZETm&E=F=+—H .
At 31 March 2003 RZZE=F=A=+—H 5,922
At 31 March 2004, the Group undertook a review of the carrying value R-ZZZEWNF=A=+—0 AEEHELEE
of the intangible asset. Based on the directors’ assessment, after taking ZEREEETRG - REBEESLEERMSRAK
into consideration of the current market environment and other related HAAEE =B IEL 251 - DEETEEER
factors, a provision for impairment of HK$3,198,000 (2003: {B# 3,198,000/ 7T (ZZFZ =4 : 30,024,000
HK$30,024,000) was made for the intangible asset. BIT) °
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31 March 2004 —ZFEWF=F=+—H

16. Deposits and Club Debenture 16. FIEREES
Group
REH
2004 2003
HK$’000 HK$’'000
—gEmE  —TT=F
FExT FAT
Rental deposits HAET® 1,149 1,044
Deposits for purchases of fixed assets BEEEEER S 1,335 48
Club debenture SES 420 420
2,904 1,512
17. Long Term Investment 17. RERE
Group
REH
2004 2003
HK$’000 HK$'000
—ZETNEF —TT=
FTHET FiT
Unlisted equity investment, at cost EEMBRARE 2 KA 49,920 49,920
Provision for impairment B (49,920) (49,920)

The unlisted equity investment represents the Group’s 16% equity
interest in a Sino-foreign jointly-controlled entity in the PRC (the

“Investment”). In the opinion of the directors, the Group does not have

any significant influence over the financial and operating policies of BAKE Al - ZIREEBRERARERES
the Investment and accordingly, it has been carried at cost less any B -

impairment losses.

REMBERERAR —TRNFEFH

FEFBRARERAEE R E RSN LR
ARz 16%AER ([ZIRE]) - BEFRE
REEBE AR E 2 B RS EBRIL N AR EA
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31 March 2004 —ZFZEWNF=A=+—H

18. Negative Goodwill

As detailed in note 3 to the financial statements, on the adoption of
SSAP 30 in 2001, the Group applied the transitional provision of SSAP
30 that permitted negative goodwill in respect of acquisition of
subsidiaries prior to the adoption of the SSAP, to remain eliminated

against consolidated reserves.

The amount of the negative goodwill remaining in consolidated reserves
as at 31 March 2004, arising from the acquisition of subsidiaries prior
to the adoption of SSAP 30 was HK$27,245,000 (2003:
HK$27,245,000).

19. Interests in Subsidiaries

18. @&

19.

NEA RS IRR MRS AL - AR T T —F IR
SR EBERFEI0 - ARERAEHERLEL
305 BB - RRTERFFRERRZE T
ERERKBHBARELZ ABBNNGS
R s o

AEERENZE T E BRI E W A RAT
EXamBNREE_ETNF=A=1+—~8
ZIFAREET - BEA27,2450008L (ZET =
4 : 27,245,000/ 7T) °

il PN

Company
KATF

2004 2003

HK$’°000 HK$’000

—ZTENEF —ETE=F

FExT T

Unlisted shares, at cost JE_ETRRD 2 AR 27,445 27,445
Due from subsidiaries FEUL B B8 A Rl FRIE 360,159 360,648
387,604 388,093
Provision B (309,142) (271,142)
78,462 116,951

The amounts due from subsidiaries are unsecured, interest-free and

have no fixed terms of repayment.
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31 March 2004 —ZEZEmFE=F=+—H

19. Interests In Subsidiaries (continued)

Particulars of the principal subsidiaries are as follows:

19. RKE DRz & ()

TEMBRRZHBNAT :

Nominal
Place of value of Percentage of
incorporation/ paid-up/ equity interest
establishment and registered attributable to
operations share capital the Company
AL =YV AEBEMG
Company AR K o IR A fE Principal activities
AT B i B IR E & Epalse FEXER
Prosten (BVI) Limited British Virgin US$21,025 100 Investment holding
Islands 21,025% 7T KA
KBRS
Prosten Technology Co. Hong Kong Ordinary 100 Trading of computer
Limited BE HK$1,000,000 equipment, software
REMEERAR AR development, system
1,000,0007% 7T integration and system
development
consulting
BEESHRE - M
i ZGES
ES ik i
Prolink Technology Hong Kong Ordinary 100 Investment holding
Limited B HK$5 BB
=il
5% 7T
Worldly Limited Hong Kong Ordinary 100 Investment holding
e HK$10,000 and provision of
TR consultancy services
10,0007 7T BB PR N AR v s AR TS
Worldly Computer PRC US$1,500,000 100 Trading of computer
(Beijing) Co., Ltd. & 1,500,000% 7T equipment, software

IR E I QL) BRAR

development, system
integration and system
development
consulting
BEEBHRME - M
R - RGBS

RETFERN
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19. Interests In Subsidiaries (continued)

Notes to Financial Statements (continued) B R &R Kz @)

31 March 2004 —ZFZEWNF=A=+—H

19. REE DRz & ()

Nominal
Place of value of Percentage of
incorporation/ paid-up/ equity interest
establishment and registered attributable to
operations share capital the Company
AL, =%V AEBEAG
Company RAIK i BRAfE = Principal activities
AT BB B RAEE Batk FEXK
Prosten Technology (Shanghai) PRC US$3,500,000 100 Trading of computer
Company Limited H 3,500,000 7T equipment, software
RESBBARE development, system
(E8) BRAF] integration, system
development
consulting and provision
of mobile value added
services
BEESHRE - M
R RS -
RETHE A AR
% IEE RIS
Broadband Internet Hong Kong Ordinary 100 Investment holding
Company Limited B HK$20 EER
AR
2078 7T
Unison Networking Services PRC US$1,500,000 100 Provision of network
(Shanghai) Co., Ltd. s 1,500,000% 7T engineering,
415 AR BT AR 7 maintenance,
(E8) BRAF] management,

assessment services
and related e-business
consulting services
TRIEARAR TH2 - #aE -
BB - GRS R
85 7 E e A R A

Other than Prosten (BVI) Limited, all other subsidiaries are indirectly

held by the Company.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year or
formed a substantial portion of the net assets of the Group. To give

details of other subsidiaries would, in the opinion of the directors, result

in particulars of excessive length.
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31 March 2004 —ZFEWF=F=+—H

20. Inventories 20. 7€
Group
RE
2004 2003
HK$’000 HK$’000
—gEmE  —TT=F
FExT FHT
Work in progress fE8m 2,200 5,651
Finished goods SURK i 7,879 4,125
10,079 9,776

21.

As at 31 March 2003, the carrying amount of inventories carried at

net realisable value included in the above balance was HK$625,000.

Trade Receivables

Trade receivables, which generally have credit terms pursuant to the
provisions of the relevant contracts, are recognised and carried at
original invoice amount, and an estimate for doubtful debts is made
and deducted when collection of the full amount is no longer probable.

Bad debts are written off as incurred.

An aged analysis of the Group’s trade receivables as at the balance

sheet date, net of provisions, is as follows:

R-TE=F=A=+—8  EXFBETER
{6 71)8R 2 17 5 AR H 8 A625,00055 7T -

21. FEWERFR

REEBANZRTE  BUERX—ROBEE
Hl - RUCRFIZRIGER SR T IAER IR -
WHEADA L O E 2 e BREHRARMGET - I
T AR o SRARAIR AR S o

REBREE B 2 FRUGER GOk B HR) 2 BRIk
DR ¢

Group

RE
2004 2003
HK$’000 HK$’000
—EEMF —EE=F
F#Ex T
0 -90 days 0£90H 19,470 5.6l 7
91 — 180 days 912180H 6 3,670
181 — 365 days 181%F365H 1,242 2,208
Over 365 days #8i8365H 552 9,117
21,270 20,552
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31 March 2004 —ZFZEWNF=A=+—H

22. Short Term Investments 22. WHIRE
Group
REE
2004 2003
HK$’000 HK$’'000
—gEmE  —TEs
FER TP
Investment funds outside Hong Kong, BEUIINZIREES
at fair value Z A EE 8,544 3,218

23. Cash and Cash Equivalents and Pledged Deposits

23. RERBREEENUARFTERER

Group Company
r&E YNNG
2004 2003 2004 2003
Note HK$’000 HK$'000 HK$'000 HK$'000
it —EEME —TE=F —ZENE —2T=F
TER THL TER TET
Cash and bank balances BeRBITLER 14,449 3,146 49 81
Time deposits placed FRE B
at financial institutions 2 EHER 36,507 50,112 - -
Other liquid funds HipggHase 4,973 38,406 - -
55,929 91,664 49 81
Less: Pledged deposits B RITEEZ
for banking facilities BEREFR 27 (3,363) (3,909) - -
52,566 87,755 49 81

At the balance sheet date, the cash and bank balances of the Group
denominated in Renminbi (“RMB”) amounted to approximately
HK$8,550,000 (2003: HK$5,200,000). The RMB is not freely
convertible into other currencies, however, under the PRC Foreign
Exchange Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorised to

conduct foreign exchange business.

Other liquid funds included investments in money market instruments

placed at financial institutions.
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31 March 2004 —ZFEWF=F=+—H

24.

Trade Payables

An aged analysis of the Group’s trade payables as at the balance

sheet date is as follows:

24.

FE SRR R

AEBNEER ZBNRRZREITAT ¢

Group

REE
2004 2003
HK$’000 HK$'000
—EENF —EE=F
FET T T
0 -90 days 0£90H 3,113 4,004
91 — 180 days 91£180H 18 13
181 — 365 days 1812 365H 314 76
Over 365 days H3#365H 10,463 10,111
13,908 14,204

25.

Accrued Liabilities, Deposits Received and Other Payables

The accrued liabilities, deposits received and other payables of the
Group at 31 March 2004 includes deposits balance of HK$9,160,000
(2003: HK$130,000) received from an independent third party as
acquisition consideration of the Group’s Investment (note 17). The
Group is claiming payment of certain charges, including the late
payment interest and the PRC tax levies, from the independent third
party. Consequently, the Group has not yet transferred the legal title of
the Investment and the amounts received are classified as deposits
received as at 31 March 2004.

25.

FEstEfE - BERFETE R EMEMN R

AEERZTETNF=A=T—RHZEFBE "
BlET€ REAMBNRBOERN —EBLE=H
HEWAEAREEIZE 2 KB 2 7] 4E8~9,160,000
B (ZZEZT =4 : 130,000 L) (FfizE17) o &
SEIRZEBYE=FHRRETER 08
RRIEFS KA BFEEIE - Bt - AEBERK
EEGRIRE ZAEARE - MEYERIETIRN =
ZTME-A-+—AERBEAC LS -

REMRIEREBAR —TTNEFR
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26. Finance Lease Payables

The Group leases a motor vehicle. The lease is classified as a finance

lease and has remaining lease terms of approximately two years.

At 31 March 2004, the total future minimum lease payments under

the finance lease and their present values were as follows:

26.

BMERERMNFR

AEEHE-WRE - ZHEDNBREARMEM
o BTZFHRME -

RZZEZNE=A=+—H RE/MEEEZAR
BRARREEENFEBRERENAT :

Present value of Present value of

Minimum lease Minimum lease minimum lease minimum lease
payments payments payments payments
2004 2003 2004 2003
HK$’000 HK$'000 HK$’000 HK$'000
REHEE mEHE RikHEE HEHE
TR R HRZEE NHZHRE
—EENE ZET=F —ZEME —ET=F
TER FHT FET TAT
Amounts payable: e R
Within one year —FR 143 - 133 -
In the second year F-F 95 - 93 -
Total minimum finance ARFERE
lease payments NGk 238 - 226 =
Future finance charges BEREER (12) -
Total net finance lease payables MEREREM
T 226 -
Portion classified as HERE
current liabilities BE2HH (133) -
Non-current portion IERNER S 1R 93 -
27. Banking Facilities 27. BITEE

As at 31 March 2004, the Group’s banking facilities were secured by
bank deposits in the aggregate amount of HK$3,363,000 (2003:
HK$3,909,000) and corporate guarantees to the extent of
HK$32,569,000 (2003: HK$32,756,000) executed by the Company

and certain subsidiaries of the Company.

At 31 March 2004, the banking facilities utilised by the Group amounted
to approximately HK$3,349,000 (2003: HK$2,807,000).
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28.

Deferred Tax

The Group has estimated deferred tax assets of approximately
HK$4,830,000 (2003: HK$5,106,000) calculated on tax losses arising
in Hong Kong that are available indefinitely for offsetting against future
taxable profits of the companies in which the losses arose. Deferred tax
assets have not been recognised in respect of these losses as they

have arisen in subsidiaries that have been loss-making for some time.

28.

IEERE

AEE 7 EEHEEREE & 474,830,000 7T (=
TE=4 :5,106,000/7T) * TIARBBEEZ
MIBEERETE - WHEEEREEERAER
RIS EIBZ AR B& 2 ERBUEF - ARNZE
MBARE SRR —REME - Mt ERZE
EERRRLEHIBERE -

29. Share Capital 29. B
Shares % 12
2004 2003
HK$’000 HK$’000
—ggmE  —FT=%F
FHEx F& T
Authorised: SEERA
2,500,000,000 shares of 2,500,000,0000% & i%
HK$0.10 each HE0.10 T 2 %5
250,000 250,000
Issued and fully paid: BT REBRA
511,250,000 shares of 511,250,000/% & X F{E0.1074 7T
HK$0.10 each ZI&1m 51,125 51,125

Share options
Details of the Company’s share option schemes and the share options
granted under the schemes are included in note 30 to the financial

statements.

Warrants

On 5 January 2001, a bonus issue of warrants (the “2004 Warrants”)
was made in the proportion of one warrant for every ten ordinary shares
then taken up. 51,125,000 units of the 2004 Warrants were issued
pursuant to the bonus issue. Each of the 2004 Warrants entitles the
registered holder to subscribe for one ordinary share of the Company
at a subscription price of HK$1.43 per share, payable in cash and
subject to adjustment, at any time during the period from 9 January
2001 to 8 January 2004. Any shares falling to be issued upon the
exercise of the subscription rights attaching to the 2004 Warrants rank
pari passu in all respects with the existing fully paid ordinary shares on

the relevant subscription date.

During the year, all of the 2004 Warrants of 51,125,000 units were
lapsed upon their expiry on 8 January 2004.

B
ARARZ BT 8 RREZA BIIR 2 B
2 BEHN M RARM S0 o

ARER

“ZRE—F-ARA  ARARERERE TR
ERESE — (DRI RE < L DI AL 31T R RcAE
B ([T TERREE]) - RIBAFNBITEAR
A1E 31751,125,0000 ZZ T UF RRIEE °
D —FENERBEER T ELHEAER - 7]
RN —ET—F—RANBE-ZTTNF—H/\BH
RIBER IR EA1.438 T 2 BB E (7] THE) AR
ERBEARA—REER - TE_ZETNFRK
RERE PR 2 RIBHET S T BIT 2 EAR - ER
HEHERERBRPMRANCBRERZEE

BEA TSNS -

N

RERA  51,125,00010 =TT 00 F R E 2 5
RZZZEMFE—AN\BERERK -

REMRIEREBAR —TTNEFR
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31 March 2004 —ZFZEWNF=A=+—H

30. Share Option Schemes

The Company’s share option scheme which was adopted on 7 March
2000 (the “Old Scheme”) was terminated and replaced by a new share
option scheme approved by the shareholders at the extraordinary
general meeting of the Company held on 9 April 2002 (the “New
Scheme”). The options granted under the Old Scheme remain

exercisable within their respective exercise periods.

A summary of the Old Scheme and the New Scheme is set out below:

(@) Old Scheme

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Eligible
participants include the Company’s directors and employees of
the Group. Under the Old Scheme, the board was authorised, at
its absolute discretion, to grant options to the Company’s directors
and employees of the Group, to take up options to subscribe for
ordinary shares of the Company. The Old Scheme became
effective for a period of 10 years commencing on the listing of
the Company’s shares on the Growth Enterprises Market (the
“GEM”) of The Stock Exchange of Hong Kong Limited (the
“Exchange”) on 28 March 2000.
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30. Share Option Schemes (continued) 30. BREE @

(b) New Scheme (b) FatE

The New Scheme became effective for a period of 10 years
commencing on 23 April 2002. Under the New Scheme, the
directors may, at their sole discretion, grant to any eligible
participants options to subscribe for ordinary shares of the
Company at the higher of (i) the closing price of shares of the
Company on the GEM as stated in the Exchange’s daily quotation
sheet on the date of the offer of grant; or (i) the average closing
price of the shares of the Company on the GEM as stated in the
Exchange’s daily quotation sheets for the five trading days
immediately preceding the date of the offer of grant; and (iii) the
nominal value of the share. The offer of a grant of options may be
accepted within 21 days from the date of the offer. A nominal
consideration of HK$1 is payable on acceptance of the grant of
an option. The exercise period of the options granted is
determinable by the directors, and commences after a certain
vesting period and ends in any event not later than 10 years from
the date of the offer on which the offer for grant of the option is

made, subject to the provisions for early termination thereof.

The maximum number of securities to be allotted and issued
upon the exercise of all outstanding options granted and yet to
be exercised under the New Scheme and any other share option
scheme of the Group must not in aggregate exceed 30% of the
relevant class of securities of the Company in issue from time to

time.

The total number of shares which may be allotted and issued
upon exercise of all options to be granted under the New Scheme
is an amount equivalent to 10% of the shares of the Company in
issue as at the date of the extraordinary general meeting held on
9 April 2002.

#at8 B AR RIREH G EN _TT_FN
A= T=RARMRER - BEN0F « RIEHE
g EFETEEPNBERERNSERSRER
HERE - RN ELE L AR mME
BREE LA AR RIBRMDERIFR 2T
B RHBXBORE AHAIRER S B
e A HREE LA AR BN ERIFER
ZFPEWTHE - RRDEEARSER
#) ZERBEARE 2 EBA - HAEK
B2 E2HNz BRBEL AEKE21H - N
BRERASNRBAREUET - FIREK
BZITENRAEFEET - WINR(ERE
s - REEFBER TRIEEMKLZ
BOR MR K 2 2L R IR0
FEiw °

RREHTRT 8 A S B 2 AR AT &I AT
R RBTITEZ A W ARE TR BARE
BITEmSTRERET . ESFREE -

VARATBETREETZARAI G
Rl 7& %5 230% °

RREHTRT 2R 2 FT A R T T (£ T
AT ACEE MBI T 2 RN ARE - BB AERE
ERRFHIASRTRY-_TZT_FHAN
B2z ARAEEETRDZ10% °
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30. Share Option Schemes (continued) 30. BRENE @
The following share options were outstanding under the Old Scheme FAEF BN R AREITE 2 BRENT :

during the year:

Number of share options Price of Company’s shares**
BREHA Dateof  Exerciseperiod  Exercise price FAARBER™
At 1 April Lapsed At 31 March share options  of share options  of share options At re-grant At exercise
Name or category 2003 during 2004 re-granted* re-granted re-granted™  date of options  date of options
of participant 33 the year ZEEME B ERERE ERERE RERE RERE
SRERZ ARG MA-A FRER Zh=1-A ERAMH* TR ZiTfEE" ERAS A%
HKS$ HKS HKS$
A7 BT AT
Directors
Bz
Mr. Yip Seng Mun 6,000,000 - 6,000000 22 August2001 22 August 2001 to 040 040 N/A
ERRES ZBE-EN\Az1oH 21 August 2011 Bl
“85-FN\Ro2RE
Z5——£/\R=t-H
Mr. Yip Heon Ping 6,300,000 - 6,300,000  22August2001 22 August 2001 to 040 040 N/A
EmTik EE-ENACTTRE 21 August 2011 Oyl
S 31 ke
Z5——F/\R=1-H
Mr. Yip Heon Wai 5,300,000 - 5300000 22 August2001 22 August 2001 to 040 040 N/A
Rt STEENATTIR 21 August 201 Byl
S 31 ke
S 1 s
Mr. Yip Heon Keung 5,300,000 - 5300000 22 August2001 22 August 2001 to 040 040 N/A
EMAtE ZBE-EN\AzToH 21 August 2011 Bl
“85-FN\Ro2RE
Z5——£/\R=t-H
Mr. Clement Lau # 1,600,000 (1,600,000) - 22 August 2001 22 August 2001 to 040 040 N/A
AFRik SEE-ENATTCR 21 August 2011 NER
S 31 ke
24,500,000 (1,600,000 22,900,000
Other employees
AR
Inaggregate 5,675,000 (880,000) 4,795,000 22 August 2001 22 August 2001 to 040 040 N/A
ait e 1N e = 21 August 2011 Byl
“E5-FN\RotzRE
Z5——F/\R=1-H
30,175,000 (2,480,000 27,695,000
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30. Share Option Schemes (continued)

The following share options were outstanding under the New Scheme

during the year:

30. BRETE @

FRFET A RETE 2 BIRAENAT

Number of share options Price of Company’s shares**
BHRELE Dateof  Exerciseperiod  Exercise price KAARRER
At1 April Granted Transferred Lapsed At31 March  share options  of share options ~ of share options At grant At exercise
Narme or category 2003 during during during 2004 granted* granted granted™  date of options  date of options
of participant 3 . the year the year* the year “EERE g RikkE REBRRE HERRE nERE
SEERZIRH BA-A EREL Lk Epgd ZA=t-H ghng: L8R kR ik fikng
HKS HKS HKS
B B A
Director
g2
Mr. Au Shing Kok 500,000 - - - 500,000 2May2002 22 May 20020 026 026 NA
BRELE ) 21 May 2012 4R
e 5yt
Z5-ZERAZT-R
Other employees
Eftfs
In aggregate 16,260,000 - (3,000,000 (1,670,000 11,380,000 2May2002 22 May 2002 o 026 026 N/A
EH) “ERERRtOR 21 May 2012 T8
e 5yt
Z5-ZERAZT-R
n aggregate - - 3,000,000 - 3,000,000 22 May 2002 1 Feruary 2004 o 026 (.26 N/A
aif TERCERRCTTR 31 January 2005 T&h
“EEME-R-BE
S R
Inaggregate - 5210000 - - 5210000  26March2004 26 March 2004 to 0.10 0.10 N/A
aif CRRMESRTTARE 25 March 2014 4R
ZERMEZAT1RE
e
Others
i
Inaggregate - 1,200,000 - - 1200000 26March2004 26 March 2004 to 0.10 0.10 N/A
aif CERMESRTTAE 25 March 2014 4R
ZERMEZAT1RE
e
16,750,000 6410000 - (1,670,000 21,290,000
#  The share options held by Mr. Clement Lau lapsed on 16 December # BIFREEMPBAECERER_ZSZ=F+_A4

2003, being three months following his cessation from the Company as

a non-executive director on 16 September 2003.

##  During the year, the directors of the Company extended the expiry date #1#
of a former employee’s share options, whose 3,000,000 share options

would lapse upon the cessation date of employment on 1 February 2004,

from 1 February 2004 to 31 January 2005.

TRA BIERZZZ=FNA +/XAFEILERA
ARZIFTESRET=ER) K& -

FR > ARBZESER—REEZBRIEZE
wmE BA-TENEF-_R—HE-ZTTRF—A
=+—H - H3,000,000/3 BEERNEE-TZ
MeE— A—BZIEERZ ARK -

REMBERERAR —TRNFEFH
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31 March 2004 —ZFZEWNF=A=+—H

30. Share Option Schemes (continued)

31.

The time of acceptance of the share options was within 21 days from the
options offer date. The share options granted are subject to certain vesting
period and vary for each category of participant as specified under the

respective share option schemes.

ok

The exercise price of the share options was subject to adjustment in the
case of rights or bonus issues, or other similar changes in the Company’s

share capital.

The price of the Company’s shares disclosed as at the date of the grant
of the share options was the Exchange’s closing price on the trading day

on the date of the grant of the share options.

At the balance sheet date, the Company had 27,695,000 and
21,290,000 share options outstanding under the Old Scheme and
the New Scheme, respectively. The exercise in full of these options
would, under the present capital structure of the Company, result in
the issue of 48,985,000 additional ordinary shares of the Company,
additional share capital of HK$4,898,500, and share premium of

HK$10,689,300, respectively, before related share issue expenses.

Subsequent to the balance sheet date, a total of 40,000 and 100,000
share options lapsed under the Old Scheme and the New Scheme,
respectively, following the resignation of certain employees of the

Group.

Share options granted under the Old Scheme and the New Scheme
do not confer rights on the holders to dividends or to vote at

shareholders’ meetings.

Reserves

Group
The amounts of the Group’s reserves and the movements therein for
the current and prior years are presented in the consolidated statement

of changes in equity of the financial statements.

Pursuant to the PRC laws and regulations, a portion of the profits of
the Group’s subsidiaries which are registered in the PRC has been
transferred to the statutory reserve fund which are restricted as to

use.
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30. BRETE @)

31.

* BlRE BRI A BREEORE21AR -
RIBA BB 82 RE - PR 2 BRER
ETR2EERRMZ TR ZEEMARR -

o BRI TEREEHBRSRAREITIAARRA
HERUEBE R THE -

o RIERER B AT 2 AR RIRRE DB AR
BRHE R 2R 5 AEBR M2 WTE -

REER - BIEREEIRFE - ARFAIHRIA
27,695,0001% }21,290,000173 i# & 17 {# 2 B I%
1 o BIBARA R ZRITERLEE - BEITEMEE
17160 2 FE AR S 28 B N 2 B #4185 1748,985,000
AR A ] 2 AR R 1S R IMNIR AR 4,898,500
7T WEH (AARE A R B
©10,689,300/8 T °

217F X A B9

REEBR - RBEFBIRAMAERN
{8 B BHER R IR H D
$2100,00017 °

AREEET
R A40,00015

RIBEF & R 8RB 2 B AR T35
AR BRI AR S LIRFE 2R o

i

A%m
AEERNERNRBETE B BREEDE
YRR 2GS R HREA

BB BUEGI RARE - ANEER T F M2 KB
RAZHDBENEEREXEREES - AANK
RZRETIBRS]
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31 March 2004 —ZFEWF=F=+—H

31. Reserves (continued) 31. f#E@
Company
PN
Share
premium Accumulated
account losses Total
B 13 R E B 2itER FLR
HK$’'000 HK$’'000 HK$'000
FATT FAIT FHTT
At 1 April 2002 RZEZ_FWHA—H 339,275 (160,738) 178,537
Net loss for the year FAEEFE - (112,603) (112,603)
At 31 March 2003 and 1 April 2008 W=-_ZEZ=F=-H=+—H
r—ZEE=FMA—H 339,275 (273,341) 65,934
Net loss for the year FREEFRE - (39,235) (39,235)
At 31 March 2004 RZZZWNF=A=+—H 339,275 (812,576) 26,699
(@) The share premium account of the Company includes (i) shares @ ARARZBROERERSE)REEEIT IR
issued at premium; and (i) the difference between the nominal 7 RiARBR _EETFHETAEEE
value of the shares of the Company issued in exchange for the HELAEE AN AR E TR g R B A Al
issued share capital of the subsidiaries and the value of the ZEBITRAMBEIT K EEENBA
underlying net assets of the subsidiaries at the date they were AIAARARIMEE 2 B Z HREEFEME
acquired by the Company at the time of the Group reorganisation ZZER c RERSHERRNE(CEE—F
in preparation for the listing of the Company’s shares in 2000. 1EEIA) » B aBRAIESRFARGZ
Under the Companies Law (2001 Revision) of the Cayman Islands, IR - ERZERERESIRRE 2 BAHEAA
the share premium account is distributable to the shareholders AIAZARER B B 5 A T A IR B HARHE R
of the Company provided that immediately following the date on HETE o IR BERINA] LAB R AR 2 =K
which the dividend is proposed to be distributed, the Company EITDIK ©
will be in a position to pay off its debts as and when they fall due
in the ordinary course of business. The share premium account
may also be distributed in the form of fully paid bonus shares.
(o) The Company’s reserves available for the distribution comprise (o) AAFAMED IR 2 FHEBRDEERRNR

the share premium account after the deduction of accumulated
losses. At 31 March 2004, in the opinion of the directors, the
reserves of the Company available for distribution to shareholders
amounted to HK$26,699,000 (2003: HK$65,934,000) subject

to the restrictions stated in note 31(a) above.

REEEEBK R _EENF=A=1+—
A EFRAA2AAHSIETERR
2 1% 526,699,0008 L (ZET =4 :
65,934,000/ 7T) © MEAX X HiFE31(@)T
i 7 BRI R R o

REMRIEREBAR —TTNEFR
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31 March 2004 —ZFZEWNF=A=+—H

32. Note to the Consolidated Cash Flow Statement 32.

Major non-cash transaction

During the year, the Company entered into a finance lease arrangement
in respect of fixed assets with a total capital value at the inception of
the lease of HK$399,000 (2003: Nil).

33. Operating Lease Arrangements 33.

The Group leases certain of its office properties and motor vehicles
under operating lease arrangements. Leases for properties are

negotiated for terms ranging from one to four years.

HARSRERMWE

FEHFRERS

REA - ARG EEEE . —EHpEHER
B - RAXFARE 2 2E A EA399,000/% T (=
TE=F : {E) .

ReEHERH
AEEREEERETHRESTNE - EBE
hEENE Y AERA—ENETSE -

At 31 March 2004, the Group had total future minimum lease payments RZZZTNEFE=A=+—8  ~&EEBREAEE
under non-cancellable operating leases falling due as follows: AR SR B 2 ERENREE
R
Group
IREE
2004 2003
HK$’000 HK$'000
—EEMF —ET=F
FER T
Land and buildings: T RAEF ¢
Within one year —F R 5,262 5,629
In the second to fifth years, inclusive “EFAF (BEEEMRSF) 3,973 7,458
9,235 13,087
Motor vehicles: E
Within one year —FR 316 -
In the second to fifth years, inclusive EF_ZERF (BREERMFE) 236 =
552 -
9,787 13,087

The Company did not have any significant commitment under non-

cancellable operating leases at the balance sheet date (2003: Nil).
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31 March 2004 —ZFEWF=F=+—H

34.

Commitments

(i)  Capital commitments contracted for

34.

AR

() IRTIIEERTH 2 ERALE

Group
RE
2004 2003
HK$’000 HK$’000
—ZTEMF —E=E=
FH&x T
Acquisition of fixed assets L b [ 7E B - 351
Investment in a subsidiary in the PRC TER—EFEH B AT 3,877 3,900
3,877 4,251

35.

(i) At 31 March 20083, the Group had outstanding commitments to
provide funding amounting to HK$1,311,000 for certain research
and development projects undertaken by an independent third

party in respect of the Group’s products.

The Company had no significant commitment at the balance sheet
date (20083: Nil).

Contingent Liabilities

The Group did not have any significant contingent liabilities at the

balance sheet date.

The Company has given corporate guarantees in favour of certain
banks to the extent of HK$32,569,000 (2003: HK$32,756,000) in
respect of banking facilities granted to certain subsidiaries of the

Company.

As at 31 March 2004, the banking facilities granted to the subsidiaries
subject to these guarantees given to the banks by the Company were
utilised to the extent of approximately HK$3,349,000 (2003:
HK$2,807,000).

35.

iy R-TBB=F=A=+—0 ~EEHBL
B=FRAEEZEMFTETZETHER
FEIEE AARTR CANE - AR RAES
#1,311,0007 7T °

RARRBEERLTBEERARE (CTT=F:
&) o

HAEE

REER  AKBAUBREFAEAKIREE -

ARTRBETAARETFHBAR L BIME

M TR 1 TIR M A %E32,569,000/8 7T (ZBE
=4 : 32,756,000/ 7T) 2 A AIFER o

RZFEMF=A=+—H  REARFRART
RUZERMRTHBARZRITRECEHALD
3,349,000/ 7T (ZFF =4 : 2,807,000/87T) °

REMRIEREBAR —TTNEFR
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31 March 2004 —ZFZEWNF=A=+—H

36. Connected and Related Party Transactions

In addition to the transactions and balances detailed elsewhere in these

financial statements, the Group had the following material transactions

with related parties during the year:

36. BEREBREALRS

MRZEVBRREMM G AL X5 K&
SN ARERFARE THNERRHEBEAL

2004 2003

it —E2ENE —ET=
Notes HK$’000 HK$'000
FET FHTT
Rental expenses paid BENHERY () 643 403
Handling services fee paid ENERERBES (i) 565 -
Rental expenses paid EfHASMAX (i) 360 =

(i)

)

The rentals were paid in respect of the Group’s leased motor
vehicles to a related company, of which a shareholder of the
related company is the father-in-law of Mr. Yip Heon Ping, a
director of the Company. The directors of the Company have
confirmed that the monthly rentals were calculated by reference

to the then prevailing open market rental value.

Handling services fee paid represented the fee charged on
services provided by a related company in handling the Group’s
mobile value added services, of which shareholders of the related
company are the mother-in-law and sister-in-law of Mr. Yip Heon
Ping, a director of the Company. The fee was charged according

to the terms of an agreement dated 20 August 2003.

The rentals were paid in respect of the Group’s leased staff quarter
situated in Hong Kong to Mr. Yip Heon Wai, a director of the
Company, and Ms. Chan Fu Kuen, Gladys, the spouse of Mr. Yip
Heon Wai. The directors of the Company have confirmed that
the monthly rental was calculated by reference to the then

prevailing open market rental value.

37. Comparative Amounts

As further explained in note 2 to the financial statements, due to the

adoption of the revised SSAP 12 during the current year, the

presentation of certain supporting notes have been revised to comply

with the new requirements. Accordingly, certain comparative amounts

have been reclassified to conform with the current year’s presentation.
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(i)

(i)

BRI AEE R —HEEAREER
Bt BUZEER R — R RRTIAR
AEZEEAFEEZER - ARRERCHE
R RAET2RER 2 AMMEFE -

ENEEREERE—RBERRREARE
EREIBERBIKNEIZ ER - Bk
RAIZABRRRDARRIERERTEEL
SNEERIET - BRABRDRBERHRR-TE
=FN\A =+ B2 &2 ERRURER -

BERE IR ARERAARRESTERESL
EREEFRERXTETEHERTRES
sz fit o RARERHER - AETI2RER
ARMERE -

37. HBEF

SRR M RE2 2 — AR - BN FARERS
REFTZEHBEBERE125E - RE THERZ
BHTABKER] - UFFEFRE - Bt - FTL
BEFETEY  UNEARFEEHTA -
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38. Approval of the Financial Statements 38. MIBMmRZLE
The financial statements were approved and authorised for issue by MBREN—ETNF AT =—EREZEX
the board of directors on 23 June 2004. HE AR RE M ©

EERRERERAT —2Enser 83
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