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

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

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

The principal means of information dissemination on GEM is publication on the Internet website
operated by the Stock Exchange. Listed companies are not generally required to issue paid
announcements in gazetted newspapers. Accordingly, prospective investors should note that
they need to have access to the GEM website in order to obtain up-to-date information on GEM-
listed issuers.

The Stock Exchange takes no responsibility for the contents of this document, makes no representation as to its
accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or
in reliance upon the whole or any part of the contents of this document. This document, for which the directors
(the “Directors”) of Global Link Communications Holdings Limited (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing of
Securities on GEM (the “GEM Listing Rules”) for the purpose of giving information with regard to the Company.
The Directors, having made all reasonable enquiries, confirm that, to the best of their knowledge and belief.—
(1) the information contained in this document is accurate and complete in all material respects and not
misleading, (Z) there are no other matters the omission of which would make any statement in this document
misleading, and (3) all opinions expressed in this document have been arrived at after due and careful
consideration and are founded on bases and assumptions that are fair and reasonable.
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CHAIBMAN'S STATEMENT

Global Link Communications Holdings Limited (the “Company”) and its subsidiaries (“Global
Link” or the “Group”) has enhanced its product competitive power and increased the number of
its business partners through the Groups’ strategy, “to increase customers’ competitive
advantage through creative products, to give impetus to customer’s earning growth through
unique characteristic solutions”. This will further enhance the “Global Link” brand name in the
telecommunications operation and value-added business in the People’s Republic of China (the
“PRC”) and other parts of the Asia-Pacific region.

During the year ended 31 March 2004, the Group’s efforts, with the PRC as its core target market, and
competitive power from creative and unique characteristic solutions, resulted in a steady growth. The Group’s
turnover for the year was approximately HKS$36,473,000 which has increased 10% from last year.

The Group’s gross profit for the year was approximately HKS$3,832,000 with gross profit margin at around 11%.
The gross profit margin has decreased by approximately 62% compared to last year. The decrease in gross profit
margin is mainly resulted from the severe market competition and the adoption of a more flexible and
competitive pricing strategy so as to maintain its competitive advantage. The Group believes that in the coming
year the gross profit margin will increase following the launch of new products into the market.

Loss attributable to shareholders was approximately HK$23,078,000. For long term development, the Group has
invested more resources in human resources, research and development tools as well as establishment of a
subsidiary. This together with increased provision for doubtful debt are the main cause for the Group’s reported
loss. First, the Group has further strengthened its credit control policy in this year to improve its financial status
and customers quality which caused the increase in provision for doubtful debt. The Group believes the level of
provision will be reduced significantly in the future as management has revised the internal control, enhanced
the execution of sales contract and accounts receivable management. And secondly, focusing on the customers
and market changes, the Group has increased the resources invested in research and development, and has
launched new products in the second half year. The Group believes these new products will make a better
return and lead the Group to develop continuously.

The board of directors (the “Board”] of the Company do not recommend the payment of a final dividend as a
loss per share was approximately HK cents 3.53 recorded.

During the year, the PRC still had high economic growth. Telecommunications industry still played a leading role
in the economic development, the increase of which in consolidated index is higher than the other industries.
Global Link believes that following the reform of telecommunications system and the open up of the market, the
Group’s creative operation model and unique characteristic services will be the key to get competitive
advantage. With its extensive experience in serving the PRC and overseas customers successfully, Global Link
focus on the research and development of creative products and unique characteristic solutions, which has led
the Group to capture more market share in backbone operators and value-added services providers
continuously.

0./€002 140d3ad TvNNNY | W



CHAIBMAN'S STATEMENT
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To cope with the changes and competition in telecommunications market, Global Link launched new series of
operation model and products to satisfy telecommunications operators and value-added services providers’
demand in respect of flexibility to deal with market competition and also to fit customers’ requests of changing
and unigue services continuously. Following the MAGPlus Multi-services Platform, Global Link developed
Telecom Hotel — a new telecommunications operating model, which created a business value chain led by
operators with flexible construction, detailed and unique characteristics, joint agents from all level to achieve a
low cost and high efficiency market expansion, and become a key market strategy for operators to win in new
competition environment. During the year, Telecom Hotel was adopted by operators including China Telecom,
China Netcom and China Railcom and has created an all parties winning new market status. Global Link also
developed creative products for telecommunications value-added services, including One Number, Conference
Call, Multi-parties Communication, Color Music Background Call and Voice Portal. Global Link's creative and
unigue characteristic products have earned customers’ recognisation in the PRC and Asia-Pacific region. The
Group will hold and expand its creative advantage in the industries, which will then capture more market share
and create value for shareholders.

During the year, the Group has established a subsidiary in Beijing to enhance the development of market selling
system, aiming to allow the Group’s products a broader geographic coverage and good customer services.
Guangzhou Global Link Communications Inc., the Group’s base for research and development and market
development, has got the GB/T19001-2000-1SO9001:2000 quality management system certification. This
certification recognises the quality of Global Link’s telecommunications software development, integrated system
and related services, which increased customers’ confidence and make the “Global Link” brand name and
products more competitive.

“Wide-ranging alliance and mutual development” is a lasting objective of Global Link. During the year, the
Group has allied with INTEL and North America high-tech companies such as Excel and NMS for new business
as well as future market development. The Group’s Telecom Hotel model has started cooperative operation with
China Netcom, China Railcom and value-added services providers in some core cities in the PRC. Looking into
future, the Group believes its provision of creative products to enhance customers’ competitive advantage
corporate strategy, will increase Global Link’s core competitive power in the industries, and will bring a better
return to the shareholders.

I 'would like to express my sincere gratitude to the Directors, senior management and employees for their
contribution and to our shareholders, customers and allied parties for their full support.

Ma Yuanguang
Chairman

Hong Kong, 18 June 2004



MANAGEMENT DISCUSSION AND ANALY SIS

Global Link is principally engaged in the research and development and provision of telecommunications
software solutions for new telecommunications services, value-added telecommunications services as well as
provision of other communication network solutions in the PRC and in other parts of the Asia-Pacific region.

MARKET OVERVIEW

During the year, telecommunications industry in the PRC developed in a forceful way. The six backbone
operators have expanded their operations, which led to severe competition and arose of business opportunity.
Telecommunications operators now focus on both growth in subscribers and earnings, using creative operation
model and business content and unique characteristic with quality service to capture market share. In this year,
the Ministry of Information Industry of the PRC granted value-added telecommunications operation licenses to
10 enterprises allowing them to operate in three business categories, including multi-parties communication
business in the PRC, with the aim to promote the open up of the market and to satisfy customers” demand in
unique characteristic services.

BUSINESS REVIEW

During the year, backbone telecommunications operators and value-added services providers kept expanding
their creative business model and launching more value-added services in the provision of various contents.
They also started more open and deeper cooperative operation with solutions providers. Global Link, through its
creative products and unique characteristic solutions captured the new business opportunity in the development
of telecommunications industry.

The Group's turnover for the year was approximately HK$36,473,000, increased approximately 10% from last
year. The Group’s gross profit was approximately HKS$3,832,000 with gross profit margin at around 11%. The
gross profit margin has decreased by approximately 62% compared to last year. Loss attributable to shareholders
was approximately HK$23,078,000.
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TURNOVER BY REGION

With GZGL as the base, the Group has established a subsidiary in Beijing to develop sales network. The Group’s
new target market is in the PRC and target customers are backbone telecommunications operators and value-
added services providers. During the year, the turnover in the PRC was approximately HKS$ 19,393,000, represent
53% of the Group’s turnover.

Telecommunications operators in the Asia-Pacific region is at a price cut competition environment, the Group
captured new customers through its creative business content, flexible and fast responding unique characteristic
solutions. During the year, the turnover in Hong Kong and overseas market was approximately HKS 17,080,000,
represented approximately 47% of the Group’s turnover.



MANAGEMENT DISCUSSION AND ANALY SIS

CUSTOMER ANALYSIS

The Group’s major customers are small to medium virtual telecommunications operators and value-added
telecommunications services providers. The Group has started to cooperate with some backbone operators,
including China Telecom, China Netcom and China Railcom. The Group believes that following the mass
entrance of “Global Link” products into backbone operators’ market, a deeper and wider
cooperation with backbone operators will be the Group’s expanding trend and growth
opportunity.

PRODUCT DEVELOPMENT AND CREATIVE TECHNOLOGY

The Group’s development strategy is to enhance customers’ competitive advantage through creative products,
to increase customers’ earnings growth through unique characteristic solutions. Competition in
telecommunications market in the PRC has shifted quickly from network resources to the provision of content
and services. Global Link has quickly responded to market changes and has started the research and
development in product model and advanced technology.

(1) Through an in-depth research, the Group has launched Telecom Hotel telecommunications operation
model, which is created from a new concept in providing a business value chain at low cost with high
efficiency led by operators with flexibility in construction, detail orientated and unique characteristics. The
Telecom Hotel has been adopted by some backbone operators as model to fastly expanding business in
locations.

(2) In August 2003, in the “Virtual Operations and Value-added Telecommunications Services Conference”,
Global Link has published “New Generation for One Stop Telecommunications Business Solutions”. This
solution focused on backbone operators and value-added services providers and captured certain
percentage of customers who have got the multi-parties communication licenses.

(3) To satisfy operators and services providers” demand in facing competition through unigue characteristic
value-added telecommunications content, the Group has developed value-added telecommunications
content products, including One Number, Conference Call, Multi-parties Communication, Color Music
Background Call and Voice Portal. These flexible and focusing products made the “Global Link” brand
name broadly recognised in the industry.

0./€002 140d3ad TvNNNY [N
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WIDE-RANGING ALLIANCE

“Wide-ranging alliance, mutual development” is Global Link’s lasting enterprise objective. The Group has allied
with INTEL and North America high-tech companies for new business as well as future market development. The
Group’s Telecom Hotel model has started cooperative operation with China Netcom, China Railcom and value-
added services providers in some core cities in the PRC.

CAPITAL STRUCTURE

The Group has capitalised HKS21 million through listing on the GEM Board on 13 November 2002. There has
been no change in the capital structure of the Company since that date.

The Group carried out prudent financial policy; surplus cash is deposited in bank to finance operation and
investments. Management will review the financial forecast on a regular basis to ensure the use of proceeds
strictly follows those stated in the prospectus of the Company dated 31 October 2002 (the "Prospectus”) or
identified by the Directors during the normal course of business. As at 31 March 2004, the Group has a total
cash and bank balance amounted to approximately HK$8,423,000, which mainly generated from initial market
capitalisation and daily operation.

BUSINESS OUTLOOK

Looking forward, the PRC telecommunications market can maintain a high growth rate is predictable. Global
Link believes that its latest developed solutions have high market potential in the near future. Global Link will
utilise its advantages in practical experiences in the industry, product design and designated market share, to
pursue the “to increase customers’ competitive advantage through creative products, to increase customers’
earnings through unique characteristic solutions” strategy, as well as to increase market and product creativity to
make Global Link's product solutions have higher core competitively. Under wide-ranging alliance, Global Link
will share advantaged resources with operators and customers and capture long term development
opportunities.

LIQUIDITY AND FINANCIAL RESOURCES

The Group generally financed its operations and investing activities with internally generated cashflows and the
palance of the net proceeds from the listing of the Company’s shares on the GEM Board on 13 November 2002.

As at 31 March 2004, the Group had net current assets of approximately HK$ 10,194,000 (2003: approximately
HKS$33,564,000), of which approximately HK$8,423,000 (2003: approximately HKS17,726,000) were bank and
cash balances. The Directors are confident that the Group’s existing financial resources will be sufficient to satisfy
its commitments and working capital requirements.



MANAGEMENT DISCUSSION AND ANALY SIS

CHARGES ON THE GROUP’S ASSETS

The Group had no charges on its assets for the year under review.

MATERIAL ACQUISITIONS, DISPOSALS AND SIGNIFICANT INVESTMENTS

The Group did not have any material acquisitions, disposals and significant investments during the year under
review.

GEARING RATIO

The Group did not have any interest bearing bank loan and other borrowings for the year under review.

FOREIGN EXCHANGE EXPOSURE

Most of the trading transactions and assets of the Group were denominated in Renminbi. Based on the past
records, the exchange rate of Renminbi and Hong Kong Dollar will remain relatively stable in the foreseeable
future. Accordingly, the Directors do not consider that the Group was significantly exposed to foreign exchange
risk and therefore it is not necessary to implement any hedging policy for the Group.

SEGMENT REVENUE

The Group’s segment revenue is primary based on the geographical locations of customers. However, for those
customers who are located in areas where the Group do not have assets or liabilities were treated as revenue
arising in Hong Kong for presentation purpose.

CONTINGENT LIABILITIES

At 31 March 2004, banking facilities amounting to HK$2,500,000 (2003: HK$2,500,000) granted by a bank to a
wholly owned subsidiary were guaranteed by the Company.

EMPLOYEE AND SALARIES POLICY

As at 31 March 2004, the Group has 78 staff (2003: 60 staff), with 66 and 12 staff are employed in the PRC and
Hong Kong respectively.

At 31 March At 31 March

2004 2003

Number of staff Number of staff

Management, finance and administration 21 14
Research and development 37 30
Marketing and sales 20 16
Total 78 60

The total staff costs, including Directors’ emoluments, amounted to approximately HKS4,703,000 (2003:
approximately HKS$3,683,000) for the year under review. Staff remuneration is reviewed by the Group from time
to time depending on length of service and performance of the staff.

The Group provides various employee benefits, including share option scheme, Mandatory Provident Fund
Scheme, social insurance and accident insurance for frequent travel staff.

0./€002 140d3ad TvNNNY | O
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USE OF PROCEEDS

Amount to be used
for the year ended
31 March 2004 Actual amount

as stated in used up to 31

the Prospectus March 2004

(HKS million) (HKS million)

Enhancement of existing solutions and services 1.6 1.6
Enhancement of research and development capabilities

on new solutions and services 1.8 1.8
Establishment of business partnerships and co-operation

with universities and research institutes 0.6 0.6

Market expansion and business development 2.0 2.0

Acquisitions of hi-tech projects, strategic investments and as
general working capital 3.0 3.0
Total 9.0 9.0

The unused proceeds are deposited in bank as short term deposits. The Directors believed that the net proceeds
capitalised are sufficient to serve the future business plans stated in the Prospectus.

Comparison between actual business progress and business objectives stated in the Prospectus

(From 1 April 2003 to 31 March 2004):

Business objectives as stated in the Prospectus

Business Development

. Form a research center with a renowned
university or a telecommunications research
institute in the PRC to proceed with the
research and development of
telecommunications operating solution plans.

. Establish business presences along the south-
eastern part of the PRC, including Shanghai
and Fujian, to promote and market the Group’s
solutions.

. Enter into two sales agency agreements with
agents in Wuhan and Haikou (/8 @], the PRC
to expand the distribution networks for the
Group’s solutions.

Actual business progress/change in business
objectives (if any)

Signed a cooperative agreement with a university and
started research and development work.

Established business presence in south-eastern part of
the PRC, including Shanghai, Jiangsu and Fujian.

Signed two sales agency agreements in Wuhan and
Haikou.
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Business objectives as stated in the Prospectus Actual business progress/change in business [12
objectives (if any) %
T
. Cooperate  with North ~ American Introduced advanced platform technologics while %
telecommunications companies which possess  solutions for new business are under development. ;
advanced technologies and to introduce those 8
advanced technologies and solutions into the 8
PRC. 0
IN

" Establish one subsidiary in the PRC for the  Established Beijing Global Link Weiye Communications

development of new business.

. Expand the Group’s sales network by entering
more sales agency agreements in the PRC.

Research and Development

. Continue the research and development of
VolIP Solutions.

. Research and develop Large Volume
Communication System software [ K& 2 &5
RERBEE ).

" Research and develop next generation
switching and network application system
software.

. Continue to research and develop value-added

telecommunications services solutions.

. Continue to research and develop VolP
switching system software.

Solutions and Services

. Launch web-based Operating Support System
(OSS).

. Launch Conferencing Business System based on
version 4.0 of the MAGPIlus Multi-Services
Platform.

" Launch second generation MAGPIus Intelligent

Public Phone Management System.

Technology Inc. to develop business in the Northern
PRC.

Entered into sales agency agreements with 3 PRC
companies and still expanding sales network during
the year under review.

Development completed, launched into the market
for sales.

Development completed, launched into the market
for sales.

In progress and software development partly
completed.

Development completed, launched into the market
for sales.

Development completed, launched into the market
for sales.

In view of market demand, completed the
development of Telecom Hotel, an operation system
for voice telecommunication platform (this platform
included an Operations Support System (OSS)), and
launched into the market for sales.

Development completed, launched into the market
for sales.

Development completed, launched into the market
for sales.
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Business objectives as stated in the Prospectus

. Launch VoIP Remote Access System (IPE 55 &
BREARR)

. Launch system solution plan on [P telephony.

- Launch Large Volume Communications System

software (KB EEE R A L),
Sales and Marketing

. Strengthen the marketing efforts in promoting
the Group’s low-cost and highly efficient
solution plan to virtual backbone
telecommunications operators, value-added
telecommunications services providers and
distributors.

. Increase the efforts in marketing the Group’s
solutions in the Southeast Asian countries (such
as Malaysia) that are gradually opening their
telecommunications industries.

. Promote version 4.0 of the MAGPIus Multi-
Services Platform, the MAGPIus — G series and
the MAGPIus — T series in the PRC.

. Promote VoIP Remote Access System (IPEE 42
AZH) to the main operators of the PRC.

. Continue to promote VolP Remote Access
System (IPEEHERE AR

. Increase the efforts in promoting the concept
of comprehensive operation solution plan in
Southeast Asia and the PRC.

. Promote second generation Intelligent Public
Management Phone System to the PRC
operators, targeting at those who possess the
privileges to conduct telecommunications
operations in the PRC.

Actual business progress/change in business
objectives (if any)

Development completed, launched into the market
for sales.

Development completed, launched into the market
for sales.

Development completed, launched into the market
for sales.

Apart from daily marketing activities, also participated in
“Virtual Operation and Value-added Telecormmunications
Services Conference” and product promotion
conference, as well as to promote Global Links product
and solutions through professional media.

Promote the Group’s software solutions through
various channels in the Southeast Asian countries
(Malaysia, Pakistan, etc.|.

Marketing campaign launched with good result and
customers found the new version reliable.

Marketing campaign started.

Marketing campaign started.

Achieved good result in marketing Telecom Hotel in
the PRC and Southeast Asia.

Marketing campaign started.



MANAGEMENT DISCUSSION AND ANALY SIS

Business objectives as stated in the Prospectus Actual business progress/change in business
objectives (if any)

. Promote medium- and small-scale value-added  Grasped opportunities in the open up of the
solution (FR/NEIBHIBER R ZE), VolP  telecommunications operations market and the issue
terminal-products and value-added business  of multi-communications licenses as well as to actively
application solution plan (BEEBER  market the Groups solutions in business development.
R A ZE) to the PRC value-added
telecommunications operators and
telecommunications services distributors.

W
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EXECUTIVE DIRECTORS

Mr. Ma Yuanguang |5 i& ), aged 50, is the co-founder and president of the Group and is also the chairman
of the board of Directors. Mr. Ma is responsible for the overall strategic planning and management of the Group.
Mr. Ma has over twenty-eight years’” experience in the telecommunications industry. Prior to joining the Group,
Mr. Ma had the experience of managing a state-owned telecommunications system production enterprise for
eight years. Mr. Ma has cooperated with several multinational hi-tech firms in North America, Canada and
Australia, etc. for the introduction of various new products and new technologies to the PRC.

Mr. Hu Zhi Jian (#£5E2) aged 40, is the vice president of the Group and a founding staff of the Group. Mr.
Hu is responsible for overseeing the research and development and production of the Group. Mr. Hu has
engaged in the research and development of communication technologies for more than ten years. Prior to
joining the Group, he was the manager of research and development department of various companies and the
introduction of technologies. Mr. Hu received a degree from the Automation Department (B 112§ &) of the
Huazhong University of Science and Technology (287 T E2fz).

Mr. Li Guo Ping (ZB¥), aged 41, is responsible for the marketing planning, sales management and the
distribution of the Group’s solutions. Mr. Li joined the Group in March 2000. Mr. Li has over ten years working
experience in marketing and has established extensive network in the PRC. Mr. Li received his degree from the

Physics Department of the Chengdu University of Electronic Science and technology of China (A #BE F BHE K
==

Mr. Chau Siu Piu (2 %#), aged 36, is the co-founder of the Group. Mr. Chau is responsible for the general
administration and business development of the Group and participated in the management and daily
operation of the Group. Mr. Chau received his degree from the Economics Department of Zhongshan (Sun Yat-
sen| University (A7 1L R E).

Dr. Lin Jiang (#f)T), aged 40, is responsible for the Group’s corporate finance activity and business
development strategy. Dr. Lin joined the Group in April 2002. He obtained his doctorate degree in economics at
the Department of Business Administration of Jinan University (R K2Z). He has been appointed as a deputy
general manager of Finance Center in China Merchants Holdings Co., Ltd., an executive director of China
Merchants Hai Hong Holdings Limited and Union Bank of Hong Kong Limited. Dr. Lin has resigned from the post
of executive Director on 31 May 2004.

NON-EXECUTIVE DIRECTOR

Mr. Wing Kee Eng, Lee, aged 51. Mr. Lee joined the Group in May 2002. Mr. Lee has over 20 years of
experience in the telecommunications industry. Mr. Lee pursued his career with Harris Corporation where he
had been a visiting engineer, senior engineer and the head of sales of the Pan Asia Pacific region. Mr. Lee has
also been the vice president of the marketing department of one telecom operator in the United States.
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INDEPENDENT NON-EXECUTIVE DIRECTORS >
Mr. Hu Tiejun [#885% ), aged 53. Mr. Hu has over twenty years’ experience in telecommunications. Mr. Hu %
Tiejun is currently the chief scientist in China Motion Telecom International Limited, a listed company in Hong 8
Kong and is responsible for technology research and development of the company since 1993. 3
8
Professor Lu Ting Jie (B2 %K), aged 49. Professor Lu graduated from the Beijing University of Posts and 0
Telecommunications (It REEEZBT) with a Master’s degree, and obtained a Doctorate degree from Japan's 8
Kyoto University (IR #&FAEE). Professor Lu is a tutor for doctorate students at the graduate school of Beijing E

University of Posts and Telecommunications. He had contributed a number of thesis and articles in the area of
economics, communications and telecommunications.

COMPANY SECRETARY AND QUALIFIED ACCOUNTANT

Mr. Lo Kam Hon, Gary (% #8)%), aged 40, is the Group’ financial controller and company secretary. Mr. Lo is
a qualified accountant, responsible for the Group’s financial and cash flow management and budget control. Mr.
Lo is an associate of the Association of Chartered Certified Accountants and Hong Kong Society of Accountants.
Mr. Lo joined the Group in February 2003 and have more than fifteen years” experience in finance, accounting
and treasury.

SENIOR MANAGEMENT

Mr. Li Guo Hui (ZE | aged 48, the assistant to general manager of Guangzhou Global Link
Communications Inc. since April 1999, is accountable for the system manufacturing, project implementation,
after-sales technical services and the quality control of the Group. Mr. Li Guo Hui has over twenty years’ working
experience in the telecommunications industry particularly in the quality control and manufacturing
management process.

Mr. Feng Yan Fa (5§ 2%, aged 37, the general manager of Research and Development Center of
Guangzhou Global Link Communications Inc. since July 2000, is overseeing the overall research and
development of the Group. Graduated from the Zhongshan (Sun Yat-sen) University (f 1L X&) with a Master’s
degree in Mathematics, Mr. Feng is currently pursuing a Doctoral degree in electronic Communications from
South China University of Technology (2R3 T K&

Mr. Zhang Li Ming (5k %287, aged 30, joined Guangzhou Global Link Communications Inc. in June 2002 and
is the deputy technical controller, responsible for software development, system analysis, project management
and management of development. Mr. Zhang received his bachelor’s degree from Xidian University (1% & F £t
K KE) and is currently pursuing a Master's degree in Software Project from the Zhongshan (Sun Yat-sen)
University (1R E).

Mr. Zhang Wei Jing (SR #4K), aged 36, joined Guangzhou Global Link Communications Inc. in July 2000 and
is the deputy marketing controller. Mr. Zhang Wei Jing has near ten years” working experience in the marketing
and sales in the telecommunications industry.
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The Directors herein submit their report together with the audited financial statements of the Group for the year
ended 31 March 2004.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding. The activities of the subsidiaries are set out in note
16 to the financial statements.

An analysis of the Group's performance for the year by business and geographical segments is set out in note 5
to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated income statement on page 26.

The Directors do not recommend the payment of a final dividend for the year ended 31 March 2004.

RESERVES

The movements in the reserves of the Group and the Company during the year are set out in the consolidated
statement of changes in equity on page 29 and note 25 to the financial statements respectively.

FIXED ASSETS

Details of the movements in fixed assets of the Group are set out in note 14 to the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company are set out in note 23 to the financial statements.

DISTRIBUTABLE RESERVES

Pursuant to the Companies Law 2003 (Revised] of the Cayman Islands and the articles of association of the
Company, the share premium of the Company is distributable to the shareholders, subject to a solvency test and
the provisions of the Company’s articles of association. As at 31 March 2004, the Company’s reserves available for
distribution to shareholders, comprising share premium account and retained earnings, amounted to
approximately HK$5,766,000 (2003: HKS$13,157,000).

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles of association or the relevant law of
the Cayman Islands, being the jurisdiction in which the Company is incorporated, which would oblige the
Company to offer new shares on a pro rata basis to existing shareholders.
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FINANCIAL SUMMARY >

A summary of the results and of the assets and liabilities of the Group for the last four financial years is set out as %

: T

follows: @]

By

_|

Financial Highlights 8

2004 2003 2002 2001 0

HK$'000 HKS 000 HKS'000 HKS'000 8

0

IN
Turnover 36,473 33,116 34,634 21,483
Gross Profit 3,832 10,193 14,368 4,424
Profit before Taxation (23,0906) 2,291 11,010 1,974
Profit attributable to shareholders (23,078) 2,039 10,072 1,618
Total Assets 23,213 45,363 21,704 11,596
Total Liabilities 10,783 (10,245) (10,041) (8,920)
Minority Interests 29 - - (1,085)
Net Assets 12,401 35,118 11,663 1,591

Note: The Financial Summary of the Group for the years ended 31 March 2002 and 2001 have been extracted from the
Company’s Prospectus.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year attributable to the Group’s major suppliers and customers
are as follows:

Purchases
— the largest supplier 18%
— five largest suppliers combined 50%
Sales
— the largest customer 27%
— five largest customers combined 46%

None of the Directors, any of their associates or any shareholder (which to the best knowledge of the Directors
own more than 5% of the Company’s issued share capital) had any beneficial interest in the major suppliers or
customers noted above.
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PURCHASE, SALE OR REDEMPTION OF SHARES

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

DIRECTORS

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

Executive Directors

Mr. Ma Yuanguang

Mr. Hu Zhi Jian

Mr. Li Guo Ping

Mr. Chau Siu Piu

Dr. Lin Jiang (resigned on 31 May 2004)

Non-executive Director

Mr. Wing Kee Eng, Lee

Independent non-executive Directors

Mr. Hu Tiejun
Professor Lu Ting Jie

In accordance with Article 87 of the Companys articles of association, Mr. Chau Siu Piu and Mr. Wing Kee Eng,
Lee will retire by rotation, and being eligible, offer themselves for re-election at the forthcoming annual general
meeting.

RETIREMENT BENEFIT SCHEMES

Details of the retirement benefit schemes of the Group and the employer’s costs charged to the income
statement for the year are set out in note 13 to the financial statements.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service contract with the Company for a term of two years
commencing from 1 November 2002 and such service contract may be terminated by either party thereto
giving to the other not less than three months’ prior written notice.

Each of the non-executive Director and the independent non-executive Directors is appointed for an initial term
of two years commencing from 1 November 2002 and is subject to retirement by rotation in accordance with
the Companys articles of association.

Save as disclosed above, none of the Directors has a service contract with the Company or any of its subsidiaries
which is not determinable by the Company within one year without payment of compensation other than
statutory obligations.
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DIRECTORS’ EMOLUMENTS AND THE FIVE HIGHEST PAID EMPLOYEES >
Details of the emoluments of the Directors and of the five highest paid employees of the Group are set out in %
note 12 to the financial statements. 8
By
_|
DIRECTORS’ INTERESTS IN CONTRACTS v
No contracts of significance in relation to the Group’s business to which the Company and its subsidiaries was a 8
party and in which a Director had a material interest, whether directly or indirectly, subsisted at the end of the B
year or at any time during the year. b

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Brief biographical details of Directors and senior management are set out on page 14 of this report.

DIRECTORS’ AND CHIEF EXECUTIVES' INTEREST IN SECURITIES

As at 31 March 2004, the interests of the Directors and the chief executives of the Company in shares,
underlying shares or debentures of the Company or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong) (the “SFO”)) which
would have to be notified to the Company and the Stock Exchange pursuant to the provision of Divisions 7 and
8 of Part XV of the SFO (including interests and/or short positions of which they were taken or deemed to have
under such provisions of the SFO) and/or required to be entered in the register maintained by the Company
pursuant to Section 352 of the SFO or which would have to be notified to the Company and the Stock
Exchange pursuant to Rules 5.46 to 5.68 of the GEM Listing Rules relating to securities transactions by the
Directors were as follows:

Company/name
of associated Number and class of
Name of Director corporation Capacity securities
Ma Yuanguang Company Beneficial owner 170,530,000 ordinary shares
Long position
10,556,000 ordinary shares
Long position
(Note)
Hu Zhi Jian Company Beneficial owner 84,660,000 ordinary shares
Long position
8,889,000 ordinary shares
Long position
(Note)
Chau Siu Piu Company Beneficial owner 77,883,680 ordinary shares

Long position

7,778,000 ordinary shares
Long position
(Note)
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Company/name
of associated Number and class of
Name of Director corporation Capacity securities

Li Guo Ping Company Beneficial owner 58,120,000 ordinary shares
Long position

4,861,000 ordinary shares
Long position
(Note)

Lin Jiang Company Beneficial owner 1,111,000 ordinary shares
(resigned on Long position
31 May 2004)
1,111,000 ordinary shares
Long position
(Note)

Wing Kee Eng, Lee Company Beneficial owner 2,778,000 ordinary shares
Long position
(Note)

Hu Tiejun Company Beneficial owner 833,000 ordinary shares
Long position
(Note)

Lu Ting Jie Company Beneficial owner 416,500 ordinary shares
Long position

416,500 ordinary shares
Long position
(Note)

Note:

Share options to subscribe for 10,556,000 shares, 8,889,000 shares, 7,778,000 shares, 4,861,000 shares, 2,222,000 shares,
2,778,000 shares, 833,000 shares and 833,000 shares of the Company were granted to Ma Yuanguang, Hu Zhi Jian, Chau
Siu Piu, Li Guo Ping, Lin Jiang, Wing Kee Eng, Lee, Hu Tiejun and Lu Ting Jie respectively pursuant to the Pre-IPO share option
scheme (the “Pre-IPO Share Option Scheme”] adopted and approved by the shareholders of the Company on 24 October
2002. On 13 November 2003, Lin Jiang and Lu Ting Jie have exercised 1,111,000 and 416,500 share options under the Pre-
IPO Share Option Scheme respectively.

Save as disclosed above, as at 31 March 2004, none of the Directors nor the chief executives of the Company
had any interests or short positions in any shares, underlying shares or debentures of the Company or any
associated corporations (within the meaning of Part XV of the SFOJ] which would have to be notified to the
Company and the Stock Exchange pursuant to the provisions of Divisions 7 and 8 of Part XV of the SFO
(including interest and/or short positions which they were taken or deemed to have under such provisions of
the SFO), or which were required, pursuant to Section 352 of the SFO, to be entered in the register referred to
therein, or which were required, pursuant to Rules 5.46 to 5.68 of the GEM Listing Rules, to be notified to the
Company and the Stock Exchange.
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SHARE OPTION SCHEMES

Pursuant to the Pre-IPO Share Option Scheme, Directors and certain participants have been granted options to
subscribe for shares of the Company at a subscription price of HKS$0.036 per share, representing 10% of the
placing price of the shares of the Company as at 13 November 2002, details of which are set out as follows:

Number of share options under the
Pre-IPO Share Option Scheme

Lapsed
during Exercised
Number of Outstanding the year during the  Outstanding
share options as at under year under as at 31
Name of grantee Date of grant granted 1 April 2003 review review March 2004
Executive Directors
Ma Yuanguang 24 October 2002 10,556,000 10,556,000 - - 10,556,000
Hu Zhi Jian 24 October 2002 8,889,000 8,889,000 - - 8,889,000
Chau Siu Piu 24 October 2002 7,778,000 7,778,000 - - 7,778,000
Li Guo Ping 24 October 2002 4,861,000 4,861,000 - - 4,861,000
Lin Jiang (resigned on 24 October 2002 2,222,000 2,222,000 - 1,111,000 1,111,000
31 May 2004)
Non-executive Director
Wing Kee Eng, Lee 24 October 2002 2,778,000 2,778,000 - - 2,778,000
Independent non-executive Directors
Hu Tiejun 24 October 2002 833,000 833,000 - - 833,000
LuTing Jie 24 October 2002 833,000 833,000 - 416,500 416,500
Senior Management
Feng Yan Fa 24 October 2002 778,000 778,000 - 389,000 389,000
Li Guo Hui 24 October 2002 611,000 611,000 - 305,500 305,500
Zhang Li Ming 24 October 2002 611,000 611,000 - 305,500 305,500
Zhang Wei Jing 24 October 2002 500,000 500,000 - 250,000 250,000
Advisers/consultants 24 October 2002 9,054,000 9,054,000 - 4,318,500 4,735,500
Other employees of
the Group 24 October 2002 7,467,000 7,106,000 665,500 2,928,500 3,512,000
Total 57,771,000 57,410,000 665,500 10,024,500 46,720,000

0./€002 14d0d3ad TvNNNY |0
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The purpose of the Pre-IPO Share Option Scheme is to recognise the contribution of certain Directors,
employees, consultants and advisers of the Group to the growth of the Group and/or the listing of shares of the
Company on the GEM board. Each of the grantees to whom options have been conditionally granted under the
Pre-IPO Share Option Scheme will be entitled to exercise (i) 50% of the shares so granted to him/her (rounded
down to the nearest whole number) at any time after the expiry of 12 months from the Listing Date, and (ii) the
remaining 50% of the options granted to him/her (rounded down to the nearest whole number) at any time
after 24 months from the Listing Date, and in each case, not later than 10 years from the date of the grant of
the options.

As at the date of this report, there are 46,650,500 outstanding share options granted under the Pre-IPO Share
Option Scheme representing approximately 7.07% of the issued share capital of the Company if the said share
options are exercised in full.

Under the terms of the share option scheme (the “Share Option Scheme”) adopted by the Company on 24
October 2002, the Directors may at their discretion grant options to participants to subscribe for shares of the
Company. The purpose of the Share Option Scheme is to enable the Group to grant options to selected
participants as incentive or rewards for their contributions to the Group. The total number of shares of the
Company issued and which may fall to be issued upon exercise of the options under the Share Option Scheme
and any other share option scheme of the Group to each grantee in any 12-month period shall not exceed 1%
of the issued share capital of the Company for the time being. An option may be exercised in accordance with
the terms of the Share Option Scheme at any time during the period, subject to any performance target
specified by the Directors, commencing immediately after the date on which the option is deemed to be
granted and accepted and expiring on a date to be determined and notified by the board of Directors which
shall not be more than 10 years from the date on which the option is deemed to be granted and accepted. A
consideration of HKS 1T will be payable upon acceptance of the offer. The Share Option Scheme will remain in
force for a period of 10 years from the date of its adoption. The subscription price should, subject to the
adjustment as stated on the Share Option Scheme, be a price determined by the Directors and should be at
least the highest of (i) the nominal value of a Share; (ii] the closing price per Share as stated on the daily
qguotation sheets revised by the Stock Exchange on the offer date, which should be a business day; or (iii] the
average closing price of the shares as stated in the daily guotation sheets revised by the Stock Exchange for the
five-business days immediately preceding the offer date.

Details of movements during the year in the Company’s share options pursuant to the Share Option Scheme are
as follows:
Number of share options
under Share Option Scheme

Number Outstanding Lapsed Exercised  Outstanding

of share as at during the during the as at
Date of options 1 April year under year under 31 March Exercise
Capacity grant granted 2003 review review 2004 price
Employees 10 December 2003 6,510,000 - 280,000 - 6,230,000 HKS0.132

The closing price of the shares of the Company immediately before the date on which the options were granted
was HKS0.120.

Each of the grantees to whom options have been conditionally granted under the Share Option Scheme will be
entitled to exercise: (i) 50% of the options granted to each grantee (rounded down to the nearest whole
number) after 9 December 2004; and (ii) the remaining 50% of the option granted to each grantee (rounded
down to the nearest whole number) after 9 December 2005; and in each case, not later than 10 years from the
date of grant of the options.
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The Directors consider that disclosure of value of options granted during the year is not appropriate because in [12
the absence of a readily available market value of the options on the Company’s shares, they are unable to arrive %
at an accurate assessment of the value of the options granted. 8
1
As at the date of this report, 5,730,000 shares of the Company are available for issue under the Share Option o
Scheme, representing 0.87% of the issued share capital of the Company if the said share options are exercised in 8
@)
full. N\
0
IN

Details of the Pre-IPO Share Option Scheme and the Share Option Scheme are set out in the Prospectus and
note 24 to the financial statements.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURE

Save as disclosed above, at no time during the year was the Company, or any of its subsidiaries a party to any
arrangements to enable the Directors, their respective spouses or children under the age of 18 to acquire
pbenefits by means of acquisition of shares in or debentures of the Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS' INTERESTS

As at 31 March 2004, so far is known to the Directors, the following person (not being a Director or a chief
executive of the Company) had an interest and/or a short position in the shares and/or underlying shares of the
Company which would fall to be disclosed to the Company and the Stock Exchange pursuant to the provisions
of Divisions 2 and 3 of Part XV of the SFO and/or required to be entered in the register maintained by the
Company pursuant to Section 336 of the SFO and/or were directly or indirectly interested in 10% or more of the
nominal value of any class of share capital carrying rights to vote in all circumstances at general meeting of any
other members of the Group:

Approximate

Class and number percentage of
Name Capacity of securities shareholding
Leung Kin Man Beneficial owner 50,000,000 ordinary shares 7.58%

Long position

Save as disclosed above, as at 31 March 2004, so far is known to the Directors, there was no person who had
an interest and/or a short position in the shares and/or underlying shares of the Company which would fall to
pe disclosed to the Company and the Stock Exchange pursuant to the provisions of Divisions 2 and 3 of Part XV
of the SFO and/or required to be entered in the register maintained by the Company pursuant to Section 336 of
the SFO and/or was directly or indirectly interested in 10% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general meeting of any other members of the Group, or
any options in respect of such capital.

COMPETING INTERESTS

Save as disclosed in the Prospectus the Directors are not aware of any business or interest of each Director, initial
management shareholder or substantial shareholder of the Company or any of his/her respective associate that
competes or may compete with the business of the Group and any other conflicts of interest which may such
person has or may have with the Group as at 31 March 2004 .
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SPONSOR’S INTEREST

Pursuant to a sponsor agreement dated 31 October 2002 entered into between the Company and Kingsway
Capital Limited (the “Sponsor”), the Sponsor has received and will receive fees for acting as the Company’s
retained sponsor for the period up to 31 March 2005.

As at 31 March 2004, neither the Sponsor nor its directors, employees or their respective associates (as referred
to in the GEM Listing Rules) had any interest in the share capital of the Company or its subsidiaries, including
options or rights to subscribe for such shares, pursuant to the GEM Listing Rules.

MANAGEMENT CONTRACTS

Pursuant to a financial advice service agreement dated 5 November 2002 entered into between the Company
and First Asia Finance Group Limited, the Company agreed to pay HKS$4,000,000 to First Asia Finance Group
Limited for the financial advice services provided by First Asia Finance Group Limited to the Group for a period
of twenty-eight months. This cost of services will be allocated to the profit and loss account in accordance with
the duration of the agreement. As at 31 March 2004, HKS 1,300,000 was classified as prepayment stated in the
financial statements.

BOARD PRACTICES AND PROCEDURES

Throughout the year, the Company was in compliance with the board practices and procedures as set out in
rules 5.34 to 5.45 of the GEM Listing Rules.

AUDIT COMMITTEE

The Company has established an audit committee with written terms of reference in compliance with Rules 5.28
to 5.33 of the GEM Listing Rules. The primary duties of the audit committee are to review and supervise the
financial reporting process and internal control system of the Group.

The Committee comprises two independent non-executive directors, Mr. Hu Tiejun and Professor Lu Ting Jie. Mr.
Hu Tiejun is the chairman of the audit committee. Four meetings were held during the financial year under
review, including review of the audited consolidated financial statements for the year ended 31 March 2004 of
the Group.

AUDITORS

The financial statements have been audited by RSM Nelson Wheeler who will retire and, being eligible, offer
themselves for re-appointment. A resolution for the re-appointment of RSM Nelson Wheeler as auditors of the
Company is to be proposed at the forthcoming annual general meeting.

On behalf of the Board

Ma Yuanguang
Chairman

Hong Kong, 18 June 2004
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Certified Public Accountants :
TO THE SHAREHOLDERS OF GLOBAL LINK COMMUNICATIONS HOLDINGS LIMITED é

(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 26 to 52 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

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

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

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 Group’s results and cash flows for the year then ended and have been
properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

18 June 2004
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FOR THE YEAR ENDED 31 MARCH 2004

2004 2003

Notes HKS$'000 HKS 000

Turnover 4&5 36,473 33,116
Cost of sales (32,641) (22,923)
Gross profit 3,832 10,193
Other revenue 4 2,384 2,028
Selling expenses (1,824) (1,819)
Administrative expenses (21,089) (8,036)
Other expenses (6,294) -
(Loss)/profit from operations 6 (22,991) 2,366
Finance costs 8 (105) (75)
(Loss)/profit before taxation (23,096) 2,291
Taxation 9 = (252)
(23,096) 2,039

Minority interests 18 =
(Loss)/profit attributable to shareholders 10 (23,078) 2,039

(Loss)/earnings per share (in HK cents) I

— Basic (3.53 cents) 0.31 cents

— Diluted N/A 0.30 cents

The notes on pages 31 to 52 form an integral part of these financial statements.
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2004 2003 P
Note HK$'000 HKS'000 %
T
@]
Non-current assets 3
Fixed assets 14 2,236 1,807 n
Negative goodwil /5 - (253) e
@)
N\
2,236 1,554 9
Current assets
Inventories 18 55 1,569
Trade and other receivables 19 10,470 20,679
Prepayments and deposits 1,986 3,663
Tax refundable 43 172
Bank and cash balances 20 8,423 17,726
20,977 43,809
Current liabilities
Trade and other payables 21 10,540 10,002
Provision for taxation 9 243 243
10,783 10,245
Net current assets 10,194 33,564
Total assets less current liabilities 12,430 35,118
Minority interests 29 =
Net assets 12,401 35,118
Capital and reserves
Share capital 23 6,600 6,500
Reserves 5,801 28,618
12,401 35,118
Approved and authorised for issue by the Board of Directors on 18 June 2004.
Ma Yuanguang Chau Siu Piu
Director Director

The notes on pages 31 to 52 form an integral part of these financial statements.
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AT 31 MARCH 2004

2004 2003
Note HKS$'000 HKS 000
Non-current assets
Investment in a subsidiary 16 21 21
Current assets
Prepayments and deposits 1,608 3,028
Due from a subsidiary 17 16,549 21,188
18,157 24,216
Current liabilities
Other payables 220 190
Due to a subsidiary 17 5,592 4,390
5,812 4,580
Net current assets 12,345 19,636
Net assets 12,366 19,657
Capital and reserves
Share capital 23 6,600 6,500
Reserves 25 5,766 13,157
12,366 19,657
Approved and authorised for issue by the Board of Directors on 18 June 2004.
Ma Yuanguang Chau Siu Piu
Director Director

The notes on pages 31 to 52 form an integral part of these financial statements.
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FOR THE YEAR ENDED 31 MARCH 2004 IE
Z
c
Foreign Retained >
exchange profits/ ~ Statutory  Proposed r:Pl
Share Share Merger translation (accumulated reserve final 8
capital premium reserve reserve losses) fund dividend Total 3
HKS000 HKS000 HKS000 HKS000 HKS000 HKS000 HKS000 HKS000 n
[note a) [note b) 8
(0]
N\
At 1 April 2002 21 = 57 12 9,051 522 2,000 11,663 g
Effect of reorganisation = = 2,078 = = = = 2,078
New shares issued 780 27,300 = = = = = 28,080
Capitalisation issue of shares 5,699 (5.699) - - - - - -
Issue expenses in
connection with placing = (6,742 = = = = = (6,742
Profit for the year = = = = 2,039 = = 2,039
Transfer to statutory
reserve fund = = = = (298) 298 = =
Dividend paid = = = = = = (2,000) (2,000)
At 31 March 2003 6,500 14,859 2,135 12 10,792 820 = 35,118
Issue of shares upon exercise
of share options 100 261 = = = = = 361
Loss for the year - - - - (23,078] - - (23,078)
At 31 March 2004 6,600 15,120 2,135 12 (12,286) 820 = 12,401
Note:
(a) The merger reserve represents the difference between the nominal value of the share capital issued by the Company
in exchange for the nominal value of the share capital and share premium of its subsidiary arising from group
reorganisation in 2002.
(b) Pursuant to the relevant accounting rules and regulations applicable to foreign investment enterprises established in

the People’s Republic of China (the “PRC"), the Group’s PRC subsidiary is required to transfer not less than 10% of its

profit after taxation to the statutory reserve fund until the balance of such fund has reached 50% of its registered

capital. The balances of the statutory reserve fund cannot be reduced except where approval is obtained from the

relevant PRC authority to utilise the balances to set off accumulated losses or increase the capital.

The notes on pages 31 to 52 form an integral part of these financial statements.
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FOR THE YEAR ENDED 31 MARCH 2004

2004 2003
HK$000 HKS'000
Operating activities
(Loss)/profit before taxation (23,096) 2,291
Adjustments for:
Depreciation 434 178
Provision for bad and doubtful debts 13,867 2,482
Write off of inventories - 425
Bad debts recovery (227) (1,133)
Amortisation of negative goodwill (253) (252)
Bank interest received (27) (38)
Interest paid 55 25
Operating (loss)/profit before changes in working capital (9.247) 3,978
Decrease/(increase) in inventories 1,514 (1,069)
Increase in trade and other receivables (3,302) (10,269)
Decrease/(increase) in prepayments and deposits 1,677 (1,939)
Increase in trade and other payables 538 1,775
Decrease in due to a related company and directors - (1,745)
Cash used in operations (8,820) (9,269)
Interest paid (55) (25)
Hong Kong profits tax paid and prepaid - (250)
Net cash used in operating activities (8,875) (9.544)
Investing activities
Purchase of fixed assets (863) (1,418)
Bank interest received 27 38
Net cash used in investing activities (836) (1,380)
Financing activities
Capital contribution by minority shareholder of a subsidiary 47 =
Issue of shares upon exercise of share options 361 =
Proceeds from issuance of shares of GL Limited - 2,078
Proceeds from issuance of shares upon listing - 28,080
Listing expenses - (6,742)
Proposed dividend paid - (2,000)
Net cash generated from financing activities 408 21,416
Net (decrease)/increase in cash and cash equivalents (2,303) 10,492
Cash and cash equivalents at beginning of year 17,726 7,234
Cash and cash equivalents at end of year 8,423 17,726
Analysis of the balances of cash and cash equivalents
Bank and cash balances 8,423 17,726

The notes on pages 31 to 52 form an integral part of these financial statements.
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BACKGROUND OF THE COMPANY >
The Company was incorporated in the Cayman Islands on 9 May 2002 as an exempted company with l_JH
limited liability under the Companies Law of the Cayman Islands. The shares of the Company have been 8
listed on the Growth Enterprise Market (“GEM”) of The Stock Exchange of Hong Kong Limited (the “Stock 13'
Exchange”’) since 13 November 2002. n
The Company is an investment holding company. The principal activities of its subsidiaries are set out in \
note 16 to the financial statements. E

BASIS OF PREPARATION

The financial statements have been prepared in accordance with all applicable Hong Kong Financial
Reporting Standards (which includes all applicable Statements of Standard Accounting Practice and
Interpretations) issued by the Hong Kong Society of Accountants, accounting principles generally
accepted in Hong Kong and disclosure requirements of the Hong Kong Companies Ordinance. The
financial statements also conform with the applicable disclosure requirements of GEM Listing Rule.

Certain comparative figures have been reclassified to conform to the current years presentation.
The financial statements have been prepared under the historical cost convention.

The Group has adopted the revised Hong Kong Statement of Standard Accounting Practice 2.112
“Income taxes” (“SSAP 12 (revised]”) which became effective for the current financial year.

The principal effect of the implementation of SSAP 12 (revised) is in relation to deferred tax. SSAP 12
(revised) requires the adoption of a balance sheet liability method, whereby deferred tax is recognised in
respect of all temporary differences between the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of taxable profit, with limited
exceptions. In the absence of any specific transitional requirements in SSAP 12 (revised), the new
accounting policy has been applied retrospectively. The adoption of SSAP 12 (revised) has had no
material effect on the results for the current or prior accounting periods. Accordingly, no prior period
adjustment has been required.

The related note disclosures are now more extensive than previously required. These disclosures are
presented in notes 9 and 22 to the financial statements and include a reconciliation between the
accounting profit/loss and the tax expense for the year.
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3.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out
pelow:

(a) Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and of
all its direct and indirect subsidiaries made up to 31 March.

Subsidiaries are companies in which the Company, directly or indirectly, controls more than one
half of the voting power; has power to govern the financial and operating policies and to appoint
or remove majority of the members of the board of directors, or to cast majority of votes at the
meetings of the board of directors.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from their effective date of acquisition or up to the effective date of disposal, as
the case may be.

All significant intercompany transactions and balances within the Group are eliminated on
consolidation.

The gain or loss on the disposal of a subsidiary represents the difference between the proceeds of
the sale and the Group’s share of its net assets together with any unamortised goodwill or capital
reserve taken to reserves which was not previously charged or recognised in the consolidated
income statement.

Minority interests represent the interests of outside shareholders in the operating results and net
assets of subsidiaries.

In the Company's balance sheet the investments in subsidiaries are stated at cost less provision for
impairment losses, if any. The results of subsidiaries are accounted for by the Company on the
pasis of dividends received and receivable.

(b)  Negative goodwill
Negative goodwill represents the excess of the fair value of the Group’s share of the net assets
acquired over the cost of acquisition.

To the extent that negative goodwill relates to expectations of future losses and expenses that are
identified in the Group’s plan for the acquisition and can be measured reliably, but which do not
represent identifiable liabilities at the date of acquisition, that portion of negative goodwill is
recognised in the consolidated income statement when the future losses and expenses are
recognised. Any remaining negative goodwill, not exceeding the fair values of the non-monetary
assets acquired, is recognised in the consolidated income statement over the remaining weighted
average useful life of those assets, negative goodwill in excess of the fair values of those non-
monetary assets is recognised in the income statement immediately.

(c) Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses,
if any.
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3. PRINCIPAL ACCOUNTING POLICIES (continued) >
(c) Fixed assets and depreciation (Continued) l_JH
Fixed assets are depreciated at a rate sufficient to write off the cost of each asset after considering 8
its residual value over their estimated useful lives on a straight-line basis. The principal annual rates —
: n
are as follows: 0
@]
(0]
Furniture and fixtures 6 — 10 years B
Office equipment 5— 10 years N
Leasehold improvements 3 years
Tools and equipment 5 years
Motor vehicle 5 years

(d)

(e)

Major costs incurred in restoring fixed assets to their normal working condition are charged to the
income statement. Improvements are capitalised and depreciated over their expected useful lives
to the Group.

The gain or loss on disposal of fixed assets is the difference between the net sales proceeds and
the carrying amount of the relevant asset, and is recognised in the income statement.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its assets to determine
whether there is any indication that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. Such impairment loss is recognised as
an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment loss is recognised as an income
immediately.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on a first in,
first out basis, and includes all costs of purchase and other costs incurred in bringing the
inventories to their present location and condition.

Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense
in the period in which the related revenue is recognised. The amount of any write-down of
inventories to net realisable value and all losses of inventories are recognised as an expense in the
period the write-down or loss occurs. The amount of any reversal of any write-down of
inventories, arising from an increase in net realisable value, is recognised as a reduction in the
amount of inventories recognised as an expense in the period in which the reversal occurs.
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3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(f)

(9)

(h)

()

Cash and cash equivalents

Cash and cash eqguivalents represent cash at bank and on hand, demand deposits with banks and
other financial institutions, and short-term highly liquid investments which are readily convertible
into known amounts of cash and subject to an insignificant risk of change in value. For the
purpose of cash flows, bank overdrafts which are repayable on demand and form an integral part
of the Group’s cash management are also included as a component of cash and cash equivalents.

Accounts receivable

Provision is made against accounts receivable to the extent, which they are considered to be
doubtful. Accounts receivable in the consolidated balance sheet is stated net of such provision.

Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with the leasing
company are accounted for as operating leases. Rentals applicable to such operating leases are
charged to the income statement on a straight-line basis over the periods of the respective leases.

Revenue recognition

Revenue is recognised when the outcome of a transaction can be measured reliably and when it
is probable that the economic benefits associated with the transaction will flow to the Group.
Revenue from the supply, development and integration of telecommunication systems is
recognised when the merchandise is delivered and the related development and integration
services are completed.

Licence fee is recognised in accordance with the terms of the underlying licence agreements.
Revenue from the provision of services is recognised when the services are rendered.

Interest income is recognised on a time apportionment basis, taking into account the principal
amounts outstanding and the interest rates applicable.

Refund on value-added tax is recognised upon cash receipt.

Research and development costs

Research costs are expensed as incurred. Costs incurred on development projects relating to the
design and testing of new or improved products are recognised as an intangible asset where the
technical feasibility and intention of completing the product under development has been
demonstrated and the resources are available to do so, costs are identifiable and there is an ability
to sell or use the asset that will generate probable future economic benefits. Such development
costs are recognised as an asset and amortised on a straight-line basis over its useful life. Where
no development cost can be recognised as an asset, development expenditure is recognised as an
expense in the period in which it is incurred.
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3. PRINCIPAL ACCOUNTING POLICIES (continued) >
(k)  Employee benefits %
(i) Retirement benefits %
The Group contributes to Mandatory Provident Fund Scheme (“MPF Scheme”) which is =
available to all eligible employees in Hong Kong. Contributions to the MPF Scheme by the B
Group and employees are calculated as a percentage of employees’ basic salaries. 8
Payments made to the MPF Scheme are charged as an expenses to the income statement B
N

(M

(m)

as they fall due.

The assets of the MPF Scheme are held separately from those of the Group in an
independent administered fund.

The Group is required to contribute to a defined contribution retirement scheme for its
employees in the PRC based on applicable rates in accordance with the relevant
government regulations.

(if) Equity compensation benefits
Pursuant to written resolutions of the shareholders of the Company dated 23 October
2002, the Company adopted two share option schemes, namely, Pre-IPO Share Option
Scheme and Share Option Scheme. The options are granted and exercisable at
predetermined price on the date of grant and no compensation cost is recognised. When
the options are exercised, the proceeds received net of any transaction costs are credited to
share capital (nominal value) and share premium account.

Borrowing costs

Borrowing costs are charged to the income statement in the period in which they are incurred.

Taxation

Individual companies within the Group provide for profits tax on the basis of their profits for
financial reporting purposes, adjusted for items which are non-assessable or disallowable.

Deferred taxation is provided in full, using the balance sheet liability method, on temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. Taxation rates enacted or supstantively enacted by the balance sheet date are
used to determine deferred taxation. Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which the temporary differences can be
utilised.

Deferred taxation is provided on temporary differences arising on investments in subsidiaries,
associates and joint ventures, except where the timing of the reversal of the temporary difference
can be controlled and it is probable that the temporary difference will not reverse in the
foreseeable future.

Deferred taxation is charged or credited to the income statement, except when it relates to items
charged or credited directly to equity, in which case the deferred taxation is also dealt with in

equity.
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3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(n)

(0)

(p)

(q)

Provisions and contingencies

Provisions are recognised when the Group has a present legal or constructive obligation as a result
of past event and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. Provisions are reviewed regularly and adjusted to reflect the current best estimate.
Where the effect of the time value of money is material, the amount of a provision is the present
value of the expenditures expected to be required to settle the obligation.

Contingent liabilities are not recognised in the financial statements. They are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote. A contingent asset
is not recognised in the financial statements but disclosed when an inflow of economic benefits is
probable.

Foreign currency translation

Transactions in foreign currencies are translated into Hong Kong dollars at the approximate rates
of exchange ruling on the transaction dates. Monetary assets and liabilities in foreign currencies
are translated at the rates ruling on the balance sheet date. Profits and losses resulting from this
translation policy are included in the income statement.

The balance sheets of subsidiaries expressed in foreign currencies are translated at the rates of
exchange ruling at the balance sheet date whilst income statement items are translated at average
rates. Exchange differences are dealt with as a movement in reserves. Upon the disposal of an
overseas subsidiary, the related cumulative exchange difference is included in the income
statement as part of the gain or loss on disposal.

Related parties

Two 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.

Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing
products or services (business segment), or in providing products economic environment
(geographical segment), which is subject to risks and rewards that are different from those of
other segments.

Inter-segment pricing is based on similar terms as those available to other external parties.

Segment revenue, expenses, results, assets and liabilities include items directly attributable to a
segment as well as those that can be allocated on a reasonable basis to that segment. Segment
revenue, expenses, assets and liabilities are determined before intra-group balances and intra-
group transactions are eliminated as part of the combination process, except to the extent that
such intra-group balances and transactions are between group enterprises within a single
segment.



Turnover represents the net invoiced value of the sales of goods, licence fees and services income
receivable during the year, after allowance for returns and trade discounts, and after elimination of intra-

group transactions.

Turnover and revenue recognised during the year are as follows:

2004 2003
HK$'000 HKS'000
Turnover

Sales of goods and provision of services 36,473 33,116

Other revenue
Bank interest income 27 38
Amortisation of negative goodwill 253 252
Bad debt recovery 227 1,133
Refund on valued-added tax 1,775 548
Exchange gains 9 23
Sundry income 93 34
2,384 2,028
Total revenue 38,857 35,144
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3. PRINCIPAL ACCOUNTING POLICIES (continued) >
(g) Segment reporting (Continued) %
Segment capital expenditure is the total cost incurred during the period to acquire segment assets 8
. By
that are expected to be used for more than one period. 5
0
Unallocated items mainly comprise financial and corporate assets, interest-bearing loan, 8
pborrowings, corporate and financing expenses and minority interests. B
IN
4. TURNOVER AND REVENUE
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5.

SEGMENTAL INFORMATION
Primary reporting format - geographical segments

Geographical segment information is chosen as the primary reporting format because this is more
relevant to the Group in making operation and financial decision.

The Group’s business can be subdivided into the PRC and Hong Kong markets.
In presenting information on the basis of geographical segment, segment revenue is based on the
geographical location of customers. Segment assets, liabilities, capital expenditure and depreciation are

pased on the geographical locations of assets.

Secondary reporting format — business segments

In presenting the information on the basis of business segments, the Group’s customers can be broadly
divided into two main business segments as follows:

= Backbone operators
= Small to medium size operators and other customers

There are no sales between the business segments.
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5. SEGMENTAL INFORMATION (cContinued) >
(a)  Primary reporting format - geographical segments (Continued) =
An analysis of the Group’s turnover and contribution to operating results and segmental assets and 8
liabilities by geographical areas is as follows: 3
n
PRC Hong Kong Elimination Total 8
for the for the for the for the g
year ended year ended year ended year ended 0
31 March 31 March 31 March 31 March B

2004 2003 2004 2003 2004 2003 2004 2003
HK$'000 HKS'000 HK$'000 HKS000 HK$'000 HKS'000 HK$'000  HKS'000

REVENUE

External sales 19,393 20,528 17,080 12,588 - - 36,473 33,116

Inter-segment sales* 4,797 1,670 1,099 2,846 (5,896) (4,5106) - =
24,190 22,198 18,179 15,434 (5,896) (4,516) 36,473 33,116

RESULT

Segment result (10,385) 4,996 (83) 2,537 (10,468) 7,533

Unallocated corporate

expenses (8,613) (7,195)
Interest income 27 38
Sundry income 2,357 1,990
Other operating expenses (6,294) =
(Loss)/profit from operations (22,991) 2,366
Finance costs (105) (75)
Taxation - (252)

(23,096) 2,039
Minority interests 18 =

[Loss)/profit attributable

to shareholders (23,078) 2,039
ASSETS
Segment assets 13,383 22,375 9.187 23,069 23,170 45,444
Unallocated assets 43 172
Total assets 23,213 45,616
LIABILITIES
Segment liabilities 8,087 7,260 2,453 2,742 10,540 10,002
Unallocated liabilities 243 243
Total liabilities 10,783 10,245

OTHER INFORMATION

Capital expenditure 854 1,418 9 - 863 1,418
Depreciation 433 178 1 = 434 178
Provision for bad and

doubtful debts 12,870 2,352 997 130 13,867 2,482

* Inter-segment sales are charged at prevailing market rates.
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5. SEGMENTAL INFORMATION (Continued)

(b)  Secondary reporting format — business segments

Small to
Backbone medium operators Unallocated
operators and other customers assets Total

2004 2003 2004 2003 2004 2003 2004 2003
HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS000 HKS$'000  HKS'000
Sales to external

customers 6,946 3,124 29,527 29,992 - - 36,473 33,116
Segment assets 2,299 2,201 7,698 17,000 13,216 26,325 23,213 45,616
Capital expenditure - = - = 863 1,418 863 1,418

6. (LOSS)/PROFIT FROM OPERATIONS

(Loss)/profit from operations is stated after charging the following:

2004 2003

HK$°000 HKS'000

Auditors’ remuneration 251 298
Provision for bad and doubtful debts 13,867 2,482
Write off of inventories - 425
Cost of inventories sold 29,717 19,490
Depreciation 434 178
Operating lease rentals — land and buildings 547 320
Research and development costs 6,294 1,080
Staff costs, including directors” emoluments 4,703 3,683

7. STAFF COSTS

2004 2003

HKS$'000 HKS 000

Salaries and wages 4,451 3,534
Provision for staff welfare benefits 169 88
Contribution to retirement benefit schemes 83 61
4,703 3,683

8. FINANCE COSTS

2004 2003

HK$'000 HKS'000

Finance charge on discounted bills 55 25
Bank charges 50 50

105 75
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9. TAXATION >
(a) Taxation in the consolidated income statement represents: %
T
0
2004 2003 =
HK$°000 HKS 000 B
8
PRC enterprise income tax - 243 B
Hong Kong profits tax N
— Current - =
— Underprovision in respect of prior year - 9
- 252

Hong Kong profits tax has been provided at the rate of 17.5% (2003:16%) on the estimated
assessable profits for the year of the individual companies within the Group arising in Hong Kong.
No provision for Hong Kong profits tax has been made as individual companies within the Group
has no assessable profit for the year (2003: Nil).

PRC enterprise income tax represents tax charges on the assessable profits of the PRC subsidiaries
of the Group at the prevailing tax rates applicable to the PRC subsidiaries of the Group. The PRC
subsidiaries of the Group which are categorised as foreign investment enterprises are entitled to
preferential tax treatments including full exemption from PRC enterprise income tax for two years
starting from their first profit-making year following by a 50% reduction for the next consecutive
three years.

Taxation on the Group’s (loss)/profit before taxation differs from the theoretical amount that would
arise using the basic taxation rate in the PRC applicable to the Group as follows:

2004 2003

HK$'000 HKS 000

(Loss)/profit before taxation (23,096) 2,291
Calculated at a taxation rate of 33% (7,622) 756
Effect of different taxation rates in other countries/regions 2,446 (105)
Effect of tax exemptions granted to the PRC subsidiaries - (1,417)
Tax effect of income not subject to taxation (643) (180)
Tax effect of expenses not deductible for taxation purposes 5,254 785
Effect of tax losses not recognised 563 405
Effect of withholding tax 2 8

Taxation charge for the year - 252
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9. TAXATION [(Continued)

(b)

Taxation in the consolidated balance sheet represents:

2004 2003

HK$'000 HKS000

Provision for the PRC enterprise income tax 243 243
Provision for Hong Kong profits tax - =
243 243

10. LOSS ATTRIBUTABLE TO SHAREHOLDERS

The consolidated loss attributable to shareholders includes a loss of HKS2,652,000 (2003: HKS1,702,000)
which has been dealt with in the financial statements of the Company.

11. (LOSS)/EARNINGS PER SHARE

(a)

(b)

Basic

The calculation of the basic loss per share for the year ended 31 March 2004 is based on the
consolidated loss attributable to shareholders of approximately HK$23,078,000 and on the
weighted average of 653,834,508 ordinary shares of the Company in issue during the year.

The calculation of basic earnings per share for the year ended 31 March 2003 is based on the
consolidated profit attributable to shareholders of approximately HKS$2,039,000 and on the
650,000,000 shares of the Company in issue after the Company listing on the GEM Board on 13
November 2002 as if those shares had been in issue for that year.

Diluted

No diluted loss per share has been presented for the year ended 31 March 2004 since the
assumed exercise of the Company’s outstanding share options would have no dilutive effect on
loss per share.

The calculation of diluted earnings per share for the year ended 31 March 2003 is based on the
profit attributable to shareholders of HKS$2,039,000 and the weighted average of 671,837,051
ordinary shares after adjusting for the effects of all dilutive potential ordinary shares, as if all the
outstanding share options granted by the Company had been exercised at the date of issuance.
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12. EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST PAID INDIVIDUALS >
(a) Directors’ emoluments l_JH
The aggregate amounts of emoluments payable to directors of the Company during the year are 8
as follows: 3
n
Q
2004 2003 =
HK$°000 HK$ 000 S
N
Fees 110 46
Basic salaries, other allowances and benefits in kind 1,129 1,085
Contributions to retirement benefit schemes
for directors of the Company 28 31
1,267 1,162

The executive directors, Mr. Ma Yuanguang received emoluments of HK$396,300 (2003:
HKS404,858), Mr. Hu Zhi Jian of HKS$360,300 (2003: HKS378,962), Mr. Li Guo Ping of HKS72,000
(2003: HKS$63,962), Dr. Lin Jiang of HKS75,600 (2003: HKS73,800), and Mr. Chau Siu Piu of

HK$252,300 (2003: HKS 163,000 for the year ended 31 March 2004.

The non-executive director, Mr. Wing Kee Eng, Lee received director fee of HKS$50,000 (2003:

HKS$20,833) for the year ended 31 March 2004.

The independent non-executive directors who are also the members of Audit Committee, Mr. Hu
Tiejun and Professor Lu Ting lJie received directors’ fee of HK$30,000 (2003: HKS12,500) and

HKS$30,000 (2003: HKS12,500) respectively, for the year ended 31 March 2004.

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.

There has been no arrangement under which a director has waived or agreed to waive any

emoluments for the year ended 31 March 2004.
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12. EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST PAID INDIVIDUALS (Continued)

13.

(b)  Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for the year include three
(2003: three) directors whose emoluments are reflected in the analysis presented above. The
emoluments payable to the remaining two (2003: two) individuals during the year are as follows:

2004 2003

HK$°000 HKS’000

Basic salaries, other allowances and benefits in kind 297 285
Contributions to retirement benefit schemes 15 14
312 299

The number of directors of the Company whose emoluments fell within the following band is as
follows:

2004 2003

Nil to HKS 1,000,000 2 2

RETIREMENT BENEFITS

The Group participates in mandatory provident fund scheme established under Mandatory Provident
Fund Ordinance (“MPF Scheme”). The Group is required to participate in a MPF Scheme operated by
approved trustees in Hong Kong and to make contributions for its eligible employees. The Group’s
contributions to MPF Scheme are set at 5% of employees’ relevant income up to a maximum of HKS 1,000
per employee per month.

The employees of the Group participate in a retirement benefit plan (ft &R E € ) organised by the
Guangzhou Labour and Social Security Department (B M T8 B F4t 2 REF) of the PRC under which
the Group was required to make monthly defined contributions to the plan at certain rates of the relevant
employee’s basic salary during the year.

The Group has no other obligations for the payment of retirement and other postretirement benefits of
employees or retirees other than the payments discussed above.
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14. FIXED ASSETS >
Group =
Furniture Office Leasehold Tools and Motor 8
and fixtures equipment improvements equipment vehicle Total 3
HKS'000 HKS 000 HKS000 HKS 000 HKS000 HKS'000 8
&
Cost N\
At beginning of year 69 468 181 1,292 276 2,286 E
Additions = 241 = 622 = 863
At end of year 69 709 181 1,914 276 3,149
Accumulated
depreciation
At beginning of year 27 79 181 146 46 479
Charge for the year 7 97 = 283 47 434
At end of year 34 176 181 429 93 9213
Net book value
At end of year 35 533 - 1,485 183 2,236
At beginning of year 42 389 = 1,146 230 1,807
15. NEGATIVE GOODWILL
Group
2004 2003
HK$°000 HKS'000
At beginning and end of year 1,299 1,299
Accumulated amortisation
At beginning of year 1,046 794
Amortisation for the year 253 252
At end of year 1,299 1,046
Net book value
At end of year - 253
At beginning of year 253 505
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16. INVESTMENT IN SUBSIDIARIES

Company
2004 2003
HK$'000 HKS'000
Unlisted shares, at cost 21 21
Details of the subsidiaries as at 31 March 2004 are as follows:
Proportion of
nominal value
Issued and of issued share
Place of fully paid share capital/registered
incorporation/ capital/registered capital held
Name of Company operation capital by the Company Principal activities
Direct Indirect
GL Limited British Virgin 21,052 ordinary shares 100% = Investment holding
Islands of USS1 each
Hilltop Holdings British Virgin 10,000 ordinary shares = 100% Investment holding and
Group Limited Islands of USS1 each holding of software
rights
Guangzhou Global the PRC Registered capital = 100% Provision of value-
Link Communications HKS$ 10,000,000 added
Inc. telecommunications
solutions,
telecommunications
application software
and networking
solutions
bR ERE R R the PRC Registered capital - 95%  Provision of value-
BERNARAT RMB1,000,000 added
telecommunications
solutions,
telecommunications
application software
and networking
solutions
Global Link Hong Kong 100 ordinary = 100% Provision of value-added
Communications shares of telecommunications
(HK) Limited HKS 1 each solutions and
telecommunications
application software
Plentiful Development British Virgin | ordinary share of = 100% Dormant

Limited Islands USS1
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17. DUE FROM/(TO) SUBSIDIARIES >
The balances with subsidiaries are unsecured, interest-free and repayable on demand. l_JH
o)
0
18. INVENTORIES =
Inventories represent computer hardware and accessories, all of which were carried at cost. B
@]
(0]
19. TRADE AND OTHER RECEIVABLES N
Group B
2004 2003
HK$°000 HKS'000
Trade receivables 9,997 19,291
Other receivables 285 551
Bills receivables 188 837
10,470 20,679
Details of the ageing analysis of trade receivables are as follows:
2004 2003
HK$°000 HKS000
Between 0 to 90 days 4,744 8,755
Between 91 to 180 days 2,907 3,880
Between 181 to 365 days 1,842 5,063
Between 1 to 2 years 504 1,593
9,997 19,291

Customers are generally granted with credit terms of 30 to 90 days.

Included in trade receivables are retention monies receivable of approximately HKS$1,223,500 (2003:

HKS1,054,000).

20. BANK AND CASH BALANCES

Included in the bank and cash balances of the Group was a sum of approximately HKS2,939,000 (2003:
HKS2,957,000) deposited with banks in the PRC and denominated in Renminbi. The conversion of these
palances into foreign currencies is subject to the rules and regulations of foreign exchange control

promulgated by the PRC government.
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21.

2.

TRADE AND OTHER PAYABLES

Group
2004 2003
HK$°'000 HKS'000
Trade payables 6,894 3,418
Other payables 2,857 4,790
Bills payables 753 1,794
Customers’ deposits received 36 =
10,540 10,002
Bills payables are repayable within three months.

Details of the ageing analysis of trade payables are as follows:
2004 2003
HK$°'000 HKS'000
Between 0 to 90 days 3,900 3,195
Between 91 to 180 days 2,047 189
Between 181 to 365 days 45 34
Between 1 to 2 years 902 =
6,894 3,418

DEFERRED TAXATION

At 31 March 2004, the Group has unused tax losses of HKS5,696,000 (2003: HKS$2,539,000) available for
offset against future profits. No deferred tax asset has been recognised due to the unpredictability of
future profit streams. Included in unrecognised tax losses are losses of HKS$69,000 (2003: Nil) that will
expire according to the prevailing tax laws and regulations in the country in which the Group operates.

Other losses may be carried forward indefinitely.

At 31 March 2004, the aggregate amount of temporary differences associated with bad and doubtful
debt provisions for which deferred tax assets have not been recognised was HKS16,234,000 (2003:
HKS3,364,000). No asset has been recognised in respect of these differences because the Directors are of
the opinion that these provisions will not be accepted by the relevant local tax authority as tax

deductible.
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23. SHARE CAPITAL >
Company =
2004 2003 3
Note No. of shares HK$°000 No. of shares HKS'000 3
1Y)
Authorised: 8
Ordinary share of e
HKS0.01 each 2,000,000,000 20,000 2,000,000,000 20,000 E
Issued and fully paid:
At 1 April 200372002 650,000,000 6,500 2,100,000 2]
Issuance of shares for
exercised share options 24 10,024,500 100 - =
Capitalisation of share
premium account (a) - - 569,900,000 5,699
Placement of shares (b) - - 78,000,000 780
At 31 March 2004/2003 660,024,500 6,600 650,000,000 6,500
(a) Pursuant to a written resolution of all shareholders passed on 24 October 2002, the directors were
authorised to capitalise the amount of HKS5,699,000 from the amount standing to the credit of
the share premium account of the Company and to appropriate such amount as capital to pay up
in full at par 569,900,000 shares for allotment and issued to the persons whose names appear on
the register of members of the Company as at the close of business on 24 October 2002, pro-rata
to its/their then existing shareholdings in the Company.
(D) Pursuant to the listing of the shares of the Company on GEM on 13 November 2002, 78,000,000
shares of the Company were issued by way of a placing for cash of HKS0.36 per share. The excess
of the issued price over the par value of the shares issued has been credited to the share premium
account of the Company.
24. SHARE OPTION SCHEMES

The Group operates two share option schemes, namely, Pre-IPO Share Option Scheme and Share Option
Scheme.

Pursuant to the Pre-IPO Share Option Scheme of the Company adopted on 24 October 2002, the
directors, employees, consultants and adviser of the Group were granted share options to subscribe for
shares of the Company at an exercise price of HKS0.036 each. Share options granted under the Pre-IPO
Share Option Scheme have a duration of 10 years from the date of grant of the options and exercisable
after one to two years from the date of listing of the shares of the Company on the GEM.

Under the Share Option Scheme of the Company adopted on 24 October 2002, the directors, employees
and business associates may be granted share options to subscribe for shares of the Company at an
exercise price determined by the Board of Directors and shall be at least the highest of (i) the nominal
value of a Share; (ii) the closing price of one Share on the offer date; or (iii) the average closing price of
the Shares for the five business days immediately preceding the offer date. The options issued under the
Share Option Scheme are exercisable within a period of not more than 10 years from the offer date and
subject to vesting provisions as determined by the Board of Directors.
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24.

SHARE OPTION SCHEMES (continued)

Each option gives the holder the right to subscribe for one share of the Company. A consideration of
HKS T will be payable by the grantee upon acceptance of the offer of share options.

Further details of the Pre-IPO Share Option Scheme and the Share Option Scheme were disclosed in the
prospectus of the Company dated 31 October 2002.

Movements in share options are as follows:

2004 2003
Number of share options Number of share options
Pre-IPO Share Share Pre-IPO Share Share
Note Option Scheme Option Scheme  Option Scheme  Option Scheme
QOutstanding at the beginning of year 57,410,000 - = =
Granted (a) - 6,510,000 57,771,000 =
Exercised (b) (10,024,500) - = =
Lapsed (665,500) (280,000) (361,000) =
Qutstanding at the end of year 46,720,000 6,230,000 57,410,000 =
Vested at the end of year 18,472,500 - = =
(a) Details of share options granted under the Share Option Scheme during the year with total
considerations of HKS$33:

Number of
Exercise period Exercise price share options
10 December 2004 — 9 December 2013 HKS0.132 3,255,000
10 December 2005 — 9 December 2013 HKS0.132 3,255,000

(D) Details of share options exercised under the Pre-IPO Share Option Scheme during the year:

Market

value per share Exercise Proceeds Number of
Exercise date at exercise date price received share options
13 November 2003 HKSO0.198 HKS0.036 HKS360,882 10,024,500
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24. SHARE OPTION SCHEMES (continued)

20.

Terms of unexpired and unexercised share options at 31 March 2004 are:

2004 2003
Exercise No. of No. of
Exercise period price share options share options
13 November 2003 — 23 October 2012 HKS0.036 18,472,500 28,705,000
13 November 2004 — 23 October 2012 HKS0.036 28,247,500 28,705,000
10 December 2004 — 9 December 2013 HKS0.132 3,115,000 =
10 December 2005 — 9 December 2013 HKS0.132 3,115,000 =
52,950,000 57,410,000

RESERVES

Company
Share Accumulated

premium losses Total
HKS'000 HKS'000 HKS 000
Al the date of incorporation on 9 May 2002 = = =
New shares issued 27,300 = 27,300
Capitalisation issue of shares (5,699) = (5,699)
Issue expenses in connection with placing (6,742) = (6,742)
Loss for the year = (1,702) (1,702)
At 31 March 2003 14,859 (1,702) 13,157
New shares issued for exercised share options 261 = 261
Loss for the year = (7,652) (7,652)
At 31 March 2004 15,120 (9.354) 5,766

Under the Companies Law of the Cayman Islands, the share premium is available for distribution to
shareholders subject to a solvency test on the Company and the relevant provisions of the Articles of

Association of the Company.
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26.

27.

COMMITMENTS

At 31 March 2004, the Group had future aggregate minimum lease payments in respect of land and
buildings under non-cancellable operating leases as follows:

2004 2003

HK$'000 HKS'000

Not later than one year 540 446
Later than one year and not later than five years - 414
540 860

CONTINGENT LIABILITIES

At 31 March 2004, banking facilities amounting to HK$2,500,000 (2003: HK$2,500,000) granted by a
pank to a wholly owned subsidiary were guaranteed by the Company.



