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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 principle 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 gazette newspapers. Accordingly, prospective
investors should note that they need to have access to the GEM
website in order to obtain up-to-date information on GEM-listed
issuers.

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

This annual report, for which the directors of NANJING SAMPLE
TECHNOLOGY COMPANY LIMITED* (the “Company”) collectively and
individually accept full responsibility, includes particulars given in
compliance with the Rules Governing the Listing of Securities on the GEM
of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving
information with regard to the Company. The directors of the Company,
having made all reasonable enquiries, confirm that, to the best of their
knowledge and belief (i) the information contained in this report is accurate
and complete in all material respects and not misleading; (ii) there are no
other matters the omission of which would make any statement in this
report misleading; and (iii) all opinions expressed in this report have been
arrived at after due and careful consideration and are founded on bases
and assumptions that are fair and reasonable.

* for identification purpose only
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Sha Min
Chairman

On behalf of the board of directors (the “Board”) of the Company, | am
pleased to present the first annual report of the Company (together with its
subsidiaries referred to as the “Group”) after its listing on GEM of the
Stock Exchange on 9 June 2004 for your review and consideration.

The year of 2004 marked a new era for the development of the Company.
Apart from our successful listing on GEM, in line with our development, the
Company had also moved into the Maqun Technology Park located at Qixia
District, Nanjing City, Jiangsu Province, the PRC. The Company also made
substantial progress in business expansion, profit pattern adjustment and
building up of corporate culture. In 2004, the Company was awarded the
"High and New Technology Enterprise of the State Torch Program” by the
Ministry of the Science and Technology of the PRC in the 15th anniversary
of the implementation of the State Torch Program by the PRC government,
and the Company was awarded the “2004 Deloitte Asia Pacific Technology
Fast 500", organized by Deloitte Touche Tohmatsu, evidencing the leading
position of the Company in the industry.
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RESULTS

For the financial year of 2004, the turnover amounted to approximately
RMB77,439,000, representing a growth of approximately 25.2% as
compared with the corresponding period of last year. The growth in
turnover was mainly attributed to the expansion of the scale of the Group
and the persistent growth in market demand.

DIVIDENDS

The Board recommended the payment of a final dividend of RMBO0.10 per
share for the year ended 31 December 2004.

ADHERE TO THE OBJECTIVES OF THE COMPANY AND ADJUST THE
CORPORATE CULTURE

In 2004, the Company reiterated its target of becoming the leading
enterprise in the field of traffic monitoring and control and the customs
logistics monitoring in the PRC, as well as becoming one of the leading
enterprises in the global intelligent transportation
determination helped to build up an unswerving confidence among our
staff for the rapid development of the Company.

market. Such

In order to achieve the above targets, building up a corporate culture and
reinforcing the system protection have been our focus of work in 2004. The
Company values a culture which stresses our responsibility to create value
for society, investors, customers, ourselves and our families.

The Company believes that a steadfast objective of the Company and a
clear corporate culture will promote the rapid growth of the Company.

ENHANCE THE INFORMATION SYSTEM CONSTRUCTION AND
MAINTAIN THE ADVANCEMENT OF THE CORE TECHNOLOGY

In 2004, the Group established the product testing center to upgrade its
product technology.

Nanjing Sample Technology Company Limited 5
Annual Report 2004
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The Group successfully launched a series of new products for the traffic
monitoring sector (such as the Intelligent ePolice System for vehicles and
the Multi-function ePolice, and some other new products such as the
Electronic Clearance System (container transportation monitoring), the
Intelligent Police Inspection and Reporting Post Integrated Information
System, the electronic label reader for Radio Frequency Identification (RFID)
and the wireless mobile command center were under the stage of research
and development. The mass production of such products will generate
satisfactory return for the Group'’s investment.

In addition, the Company reinforced its information system in 2004 to take
the initiatives in studying the development trend of the industry and
technology, the direction of the government policy, the market information
and the product development strategies and marketing strategies of the
competitors, and the Company was awarded as the “Provincial Intelligent
Transportation Engineering Center” by the Science and Technology
Department of Jiangsu Province.

GRASP EVERY OPPORTUNITY FOR FURTHER DEVELOPMENT

In 2004, the Group gained good momentum in the development of the
traffic monitoring and control sector and the customs logistics monitoring
sector. In 2004, with respect to our traffic monitoring and control sector,
the Company entered into material contracts with the Taian City, Zhenjiang
City, the Traffic Police Station of the Shandong Province, Wuhan City and
Guangzhou City, and in terms of the technology, market and the standard
of the project, the Intelligent Police Inspection and Reporting Post
Integrated Information System ranked top in the PRC; and in respect of our
customs logistics monitoring sector, the Company had also entered into
material contracts with the Bonded Logistics Area of Suzhou Industrial Park
and the International Container of the Shanghai Port. Among the three Port
Interaction Projects approved and launched by the State Council in 2004,
our customs logistics monitoring operations had successfully tendered the
Dalian and Zhangjiagang projects, and the Company had, within three
months, completed the project construction and passed the examination
and obtained the approval from eight State’s ministries including the State
Food and Drug Administration, the Ministry of Public Security, the Ministry
of Agriculture, the Ministry of Commerce, the Ministry of Health, the State
Administration for Industry & Commerce, the General Administration of
Quality, Inspection and Quarantine of the PRC and the General Customs
Administration of PRC.

The above projects had great influence on the industries and further
promoted the development of the Group in the PRC.
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THE COMPLETION OF PHASE | OF THE SAMPLE SCIENCE AND
TECHNOLOGY PARK

In September 2004, Phase | of the Sample Science and Technology Park,
with a total gross floor area of 15,000 square metres and covering the
functions of research and development of software, production, laboratory,
integrated management and accommodation services, was completed.

The directors believe that with the completion of the Sample Science and
Technology Park, the Group may attract experts or scholars, who are
committed to pursue their career in the development of intelligent
transportation, to join the Group. The inauguration would allow the Group
to enhance the technology and the product development capability, so as
to create higher value for the Company and the shareholders as a whole.
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PROSPECT

According to the strategic objectives, the Company will upgrade the quality
of the staff and the management, develop new technologies and new
products which are in line with the market demand, and enhance the
quality of the after-sale services. For the traffic monitoring and control
sector, the Company will expand the market for the product and upgrade
the technology and engineering capability. With respect to the customs
logistics monitoring sector, the Company will reduce the purchase cost and
optimize the planning to enhance the construction of gateway and
passageway of the customs and customs check points.

In addition, the Company will put strong emphasis on promoting the City
Traffic Command Centre System, Police Inspection and Reporting Post
Information Management System and the Customs Export Processing Zone
Project, and will study and explore other projects with development
potential.

Nanjing Sample Technology Company Limited 7
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I would like to take this opportunity to express my gratitude to the
suppliers, customers and shareholders for their continuous support to the
Group. Also, | would like to express appreciation for our diligent staff for
their loyalty and contribution during the year. Looking forward, every staff
of the Group is confident that the Company will become the leading
enterprise in the traffic monitoring and control sector and the customs
logistics monitoring sector in the PRC, and will generate satisfactory return
for the shareholders.

By Order of the Board
Sha Min
Chairman

Nanjing, the PRC
23 March 2005
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FINANCIAL REVIEW

The audited consolidated turnover of the Group was approximately
RMB77,439,000 for the year ended 31 December 2004, representing an
increase of approximately 25.2% as compared with 2003. The growth in
turnover was attributed to the increase of market demand which was in
turn driven by the implementation of the Law on Road Traffic Safety, as
well as the expansion of the scale of the Group and our understanding of
the industry which facilitated our business development and which help to
gain support from the market.

For the year ended 31 December 2004, the Group’s audited net profit for
the year and earnings per share were approximately RMB18,005,000 and
RMB32.20 cents respectively, with net profit for the year decreased
approximately 12.6% (net profit for 2003: RMB20,607,000). The slight
decrease in the Group’s net profit was due to the fact that the keen market
competition had squeezed the gross profit margin. The completion of the
Phase | of the Sample Science and Technology Park of the Group and the
addition of office facilities also caused the increase in management
expenses.

FINANCIAL RESOURCES AND LIQUIDITY

As at 31 December 2004, the shareholder’s equity of the Group was
approximately RMB164,971,000. The current assets was approximately
RMB184,609,000, comprising cash and bank deposits of approximately
RMB139,780,000. The Group’s non-current liabilities was RMB10,000,000
and the current liabilities was approximately RMB71,324,000, mainly
included account payables, construction cost payables and short-term bank
loans. The net assets per share of the Group was RMB2.56. As at 31
December 2004, the short-term borrowings of the Group was
RMB35,000,000.

Nanjing Sample Technology Company Limited 9
Annual Report 2004
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PLEDGED OF ASSETS

As at 31 December 2004, the Group has no asset under collateral.

GEARING RATIO

The gearing ratio (calculated as total debts divided by total assets) of the
Group as at 31 December 2004 was approximately 17.9%. (At 31
December 2003: 29.4%).

FOREIGN CURRENCY EXPOSURE

Since the Group mainly engages its business in the PRC and most of the
sales and purchase of the Group were denominated in RMB, the Group’s
operating results was not exposed to any foreign currency risk.

SUBSTANTIAL ACQUISITION/DISPOSAL AND SIGNIFICANT INVESTMENT

Throughout the year of 2004, the Group had no substantial acquisition and
disposal and has not invested any of the proceeds in any significant
financial instrument.

Save as mentioned above, the Company had no future plans on substantial
acquisition or disposal.

CAPITAL COMMITMENT

As at 31 December 2004, the Group had capital commitments of
approximately RMB7,590,000 in respect of acquisition of property, plant
and equipment. These commitments or plans of investments in capital
assets synchronized with those set out in the prospectus of the Company
dated 2 June 2004 (the “Prospectus”).

CONTINGENT LIABILITIES

As at 31 December 2004, the Group had no significant contingent
liabilities.
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EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2004, the total cost of remuneration of the Group was
approximately RMB7,933,000 and the number of employees of the Group
was 193. The Group remunerated its staff based on the individual's
performance, profile and experience and with reference to the market
price. Discretionary bonus would be granted by the Group to the staff by
reference to the individual’s performance as the recognition and incentive
for the contribution of the staff. Other benefits included the contribution
retirement scheme, medical scheme, unemployment insurance and housing
allowance.

BUSINESS REVIEW

Business Expansion

Traffic monitoring and control sector

The Law of Road Traffic Safety of the PRC that came into effect on 1 May
2004 imposes higher penalty for any vehicle that breaks the laws and
regulations, causing a higher demand from the traffic authorities on the

technology and equipment. In 2004, the Group entered into a series of
material contracts with the Police Sub-unit of the Taian City in the PRC,
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the Zhenjiang City Public Security Bureau, the Yantai City Public Security
Bureau, the Jimo Command Centre, the Tengchong Command Centre,
the Shandong Traffic Police Station, the Wuhan City Public Security
Bureau, the Changzhou City Public Securities Bureau, the Nantong City
Public Security Bureau, the Yangzhong City Public Security Bureau and the
Guangzhou City Public Security Bureau.

Nanjing Sample Technology Company Limited | 11
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Customs logistics monitoring sector

In 2004, the customs logistics monitoring sector of the Group undertook a
number of local customs monitoring projects and executed material
agreements. Among the above projects, the Bonded Logistics Area of
Suzhou Industrial Park Customs Logistics Monitoring System Project, the
Bonded Logistics Area of Dalian Customs Construction Project, the
Shanghai Port International Container Vehicles Electronic Licence Plate
Numbers Identification System (Phase ) Project and the Bonded Logistics
Area of Zhangjiagang Customs Monitoring Checkpoint System Project had
significant impact and were meaningful in the marketing strategies in
development of the PRC.

e
vy
ey
=
s
Py
=
it

T B A a8

RBEPEEF

—TTNE - $EIWIJJT"EH§:T$%Z

ABHEFERZRSG (RBEAKRE

Bl - ZME ?E??;Z%‘?\ —RIR
ERITEMNTESR - BRI LLEE

mELEAMELE  BOBERR

RALETE T EM - boh - BeeEBE

Wk (RBALEERE) MNERED
EEPLCBAREERK) - B
RT3 o

12 | BRCANERHERAT
—TETNEER

Research and Development
Traffic monitoring and control sector

In 2004, the Group had successfully launched a series of new products for
the traffic monitoring and control sector, including the Intelligent ePolice
System for vehicles (Traffic Information Collection Facilities) and the Multi-
function ePolice. Currently, the above products have already come to mass
production and this has laid the foundation for commercialization of our
future products. In addition, the research and development of the
Intelligent Inspection and Reporting Post (Traffic Security
Management Facilities) and the wireless mobile command center (Traffic
Security Management Facilities) will soon be completed.

Police
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Customs logistics monitoring sector

In 2004, the customs logistics monitoring sector of the Group put a strong
emphasis on the research and development of new products, and had
made substantial progress in the research and development of products
such as the Customs Intelligent Checkpoint System, with a focus of concern
of which is customs logistics information collection, as well as the
Electronic Clearance System which monitored the overall container
transportation process. In addition, the Group had undertaken in-depth
research of the radio frequency identification, and the electronic label
reader for Radio Frequency Identification (RFID) was expected to be put into
production in the near future.

The relevant qualifications and awards gained

In August 2004, the project of establishing the Transportation Safety and
Traffic Securities Intelligent System Engineering Technical Centre of Jiangsu
Province (the “Technology Centre”) jointly applied by the Group and the
Nanjing University of Science and Technology was approved. The objective
to establish the Technology Centre is to encourage the research and
development of the intelligent transportation products/ system solutions.

In October 2004, the Company was granted the “Qualification of
Intelligent Construction (Grade Two)” by the Jiangsu Construction
Department, signifying that the Company was capable of undertaking
intelligent construction works with contract values of RMB12 million or
below.

In 2004, the Company was awarded the “High and New Technology
Enterprise of the State Torch Program” by the Ministry of Science and
Technology of the PRC. In December, Sample Technology was awarded as
the “2004 Deloitte Asia Pacific Technology Fast 500", organized by Deloitte
Touche Tohmatsu.
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BUSINESS PROSPECT

Research and Development
Traffic monitoring and control sector

According to the research report of CCID Datasource Co., Ltd., the
investment in the PRC’s intelligent transportation market will increase to
approximately RMB20.1 billion in 2005, representing a compound annual
growth rate of approximately 29.8%. As such, apart from the major
projects such as the Intelligent Police Inspection and Reporting Post, the
fixed and mobile ePolice, the traffic monitoring and control sector of the
Group will put extra effort in the research of video information technology
and micro-wave technology, with a particular focus on the development of
“Motor Vehicle Highway Law Breaking Speeding Blockage System” and the
“Embedded Highway Vehicles Monitoring and Recording System” to meet
the demand of the rapid market growth .

Customs logistics monitoring sector

According to the estimation of the General Customs Administration of the
PRC, for the period between 2001 and 2005, the investment in the
digitalization of the customs logistics monitoring sector will amounted to
approximately RMB13.2 billion, in which over RMB5.2 billion will be
invested in the logistics control sector, approximately RMB2.3 billion will be
invested in the electronic customs sector and approximately RMB1.8 billion
will be invested in the electronic ports. In 2005, the Company will strive to
complete the followings in the customs logistics monitoring sector:

(1)  to report to the relevant state departments about the establishment
of the customs gateway standard;

(2) to strengthen the research and development on the Identity Card
Management System;

(3) to focus on the information collection business on the base of the
Radio Frequency Identification (RFID) and the research and development
of relevant products; and

(4)  to accelerate the post-production research of the Electronic Clearance
project.
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Sales and Marketing
Traffic monitoring and control sector

The Company established a strong after-sale service team through
reinforcing the skill of, and service training to, the after-sale staff, and
standardized the service sections through the workflow and the system. At
the same time, through the particular promotion of the core product, the
Police Inspection and Reporting Post, and the nationwide exhibition of such
product jointly organized with relevant units, the Company have
consolidated our leading position in the industry. Besides, for customers
using the Public Security Command Centre Systems, we upgraded and
promoted their existing Traffic Rule Violation Punishment System. The
Company, and held customers training and product seminar regularly and
placed advertisement in major advertising media.

By upgrading our capabilities in marketing, technology and project
implementation, the Company maintained the competitive edge of the core
brand name products.

Customs logistics monitoring sector

The Company enhanced the construction of gateway and passageway of
the customs and customs check points and expanded the number of
gateway and passageway. At the same time, the Company duplicated the
similar operations and applied them in some non-monitoring place to
realize the horizontal development of our business.

The Company reinforced the relationship with the logistics project team of
the General Customs Administration of the PRC with an objective to jointly
complete the inter-regional application in the Yangzi River Delta and the
Pearl River Delta for the projects tendered by the General Customs
Administration.

The Company reinforced the cooperation between the electronic ports
information centre to find the positioning of the information services and
the sustainable profit generation pattern under the public information
platform.

The Company entered into cooperation with the Nanjing Customs on
Electronic Clearance project with an objective to obtain the approval from
the General Customs Administration of the PRC to make the said business
become the specific promotion item in the Yangzi River Delta and other
areas.
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USE OF PROCEEDS

In June 2004, the Company has obtained proceeds (net of the related
expenses) of approximately RMB72,141,000 from the placing of H shares.
For the year ended 31 December 2004, approximately RMB2,012,000 has
been used for the upgrading and research and development of system
solutions, construction of information platform, and launching of new and
additional system solutions. Of which include Multi-function ePolice, Special
Highway Sections Regulation and Detection System, Intelligent ePolice
System for Vehicles, Customs Intelligent Gate System and Electronic
Declaration System for the monitoring of containers during the entire
transportation process.

The Group has placed its H share at a price of HK$4.15 per H share.
According to the Prospectus, the additional net proceeds from the placing
will be applied by the Group in the same way and proportion as stated in

RATEEER - AEBEMERIAMG SR

a2 HIRERMT -

the Prospectus. The breakdown of

the use of proceeds by the Group and

the estimated costs is set out below.

R-ZEENME R-ZFZONF
+t=-ZA=+—-B®H +t=A=+—-H
ERCHSEY By £ 5T B A
Approximately Estimated
actual amount used costs as
as at 31 December at 31 December
2004 2004
(BE8HT) (BE8HT)
(HK$ million) (HK$ million)
WEERIRARGEATER Research and development and upgrading
of system solutions
— RBEEITE — Traffic monitoring and control sector 0.3 3.1
— BEYMREEITE — Customs logistics monitoring sector 0.1 0.7
BHRERETSR Construction of information platform
— RBEEITE — Traffic monitoring and control sector 0.1 1.6
— BEYMREEITE — Customs logistics monitoring sector 0.1 0.3
WL RGRRA R Launching of new system solutions
— RBEEITE — Traffic monitoring and control sector 0.4 1.0
— BEMREEITE — Customs logistics monitoring sector 0.2 0.3
RGERFEEmMIEFATEE  Purchase of additional equipment and/or
REOMER K HERE facilities for commercialization of
system solutions 0.4 3.1
K B 6 B oy SH A AR Expansion of sales and distribution network 0.2 2.2
NEE Sub-total 1.8 12.3
LBEBER Working capital 0.1 1.8
et Total 1.9 14.1
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For the year 2004, the Group received government grant for its research
and development. Accordingly, less proceeds were allocated for the
research and development of system solutions.

Some construction work of the Sample Science and Technology Park, which
was planned to be completed in June 2004, had not yet been completed to
date. In particular, the technology centres which are designed to assess the
functionality and technicality of the system solutions developed by the
Group before releasing such systems to customers. In such a case, lesser
amount of proceeds had been applied to the launching of new system
solutions. In addition, the Company’s plan to purchase additional
equipment and/or facilities in enhancing the Group’s commercialization of
system solutions had also been postponed.

During the year 2004, the management of the Company had mainly
focused on providing system examination and upgrading services to its
existing customers and less proceeds were spent on the expansion of sales
and distribution network.

Set out below is the comparison between the actual business progress for
the year ended 31 December 2004 and the business objectives stated in the
Prospectus.

EmBABRRAR PRODUCT DEVELOPMENT AND UPGRADE
REEEMBZEXBEREE EESARACEREBEE
Business objectives Actual progress during
stated in the Prospectus the period under review
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Business objectives
stated in the Prospectus

EEAACERERERE
Actual progress during
the period under review

Traffic monitoring and control
sector

B REEEXR

Customs logistics monitoring sector
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Video Camera Type ePolice (capable
of taking numerous photos,
recreating driving routes of violating
vehicles)

Products: Highway Vehicle
Monitoring Web Enquiry System,
Remote and Warning System

Multi-function ePolice (capable of
providing traffic light signaling, law
violation monitoring, speeding
detection and traffic flow statistics)
Product: Special Highway Sections
Regulation and Detection System
(speeding, trespassing traffic light
signal and wrong lane)

BREXBHEERTE

BHEREGTERLEMEER

B

BRGWEEFOBRANBERRERSE

Customs Operation Data Integration
Platform

Customs Vehicle & Cargo
Supervision System for Cargo Transit
Operation

Customs Inbuilt Image Collection
Equipment for Yard Supervision

The technology has completed the
final testing stage, and is under a
trial production

The technology has finalized its
model and completed the functional
test

The product has passed the
analytical design stage. Products
with vehicle flashing technology,
automatic photo identifying
technology, date input and output
system, recovery process of the
blurred photos of fast movement
subjects, recovery process of blurred
photos taken by shocking camera
and suspension hanging reader
technology is under a trial
production

HFEEEREMRKR - BATERE
ETEmMBARER

B EAR  EAERDRGR
RS

AREREE RO RGETHBRAR
BGERERECE K TRUH
it - ZEBAEZERNEERAD
KB AWM - B A NE R YR
BREEHEEESM

The system design of the platform
was completed and is in the product
testing stage

Onsite testing stage was completed
and is formulating the testing report

Image collection equipment for
Customs Intelligent Gate System has
completed its final adjustment.

Such project can be extensively used
at the areas under the Customs
supervision, such as Customs gates
and container terminals, export zone
and logistics parks
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SALES AND MARKETING

REERMBCEBEZEE
Business objectives
stated in the Prospectus

EEAACEREREE
Actual progress during
the period under review

St
B
"
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Traffic monitoring and control
sector

HRAEPRREBETEN  HE
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EmiREE

Upgrade the existing equipments of
existing customers, promote
products to potential customers

Advertise through major media,
hold conferences and meetings
periodically, promote industry
standards

ARBYEREEFPETRE A
B

RNAAMARFEBEAZERNIX
BEAZE TEHER EENMR
TEHRAERETESEEE &
AN R AFE M A4 57 B 0 B AR A
Rl EERBE

THERERMANE  ARE

TEEMSEREREBES

The Company provided system
examination and upgrading services
to its existing customers

The fact that the Company entirely
moved to the Sample Technology
Park in September has posed a
prime opportunity. Advertising
campaign on the Company’s
products was launched by means of
advertising through local television
stations, radio stations and
newspapers. In addition, a giant
advertising board was set up at the
place where the Company is located
to attract investors and customers

Organise product seminars and
consultation meetings on a regular
basis

The product standards in the
industry are under promotion
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Business objectives
stated in the Prospectus

EEAACEREREE
Actual progress during
the period under review

BRI REEEEY

Customs logistics monitoring sector

(FEBR) B LE8FE—HE

=i
[=]

EHRBEREE -
R

Place advertisements on the

magazine “PRC Customs” once per

quarter

Establish business representative

offices in Fujian Province and
Liaoning Province of the PRC

BERIEBR

BES

ARBERBEHTZEEZRET

NANRT LBESEREEFERE

B REAR=ZAVREEER -
TSR FEERBAERE
MEBEEIRRNER

The Company is considering the

good timing of placing

advertisements according to the
needs of business

A project of the Electronic Vehicle

Licence Plate for Shanghai
containers was entered in
September, which laid a foundation
for the expansion into the logistics

market in Changjiang Delta. A good
timing for the establishment of the
Fujian and Liaoning offices will be
decided in the first half of 2005

ANERDE ALLOCATION OF HUMAN RESOURCES
R-ZBENF R-ZBZENEF
+=A=+-8 +=A=+-8
sEBEGER SEERER
EEHE EEHE
Expected number Actual number
of employees of employees
to be employed employed by the
by the Group as at Group as at
31 December 2004 31 December 2004

BIRE—-RITIX Management and

general administration 45 34
Tt 70 B e 2% Research and development 55 50
SHE TG E Sales and marketing 40 30
BT 3% 75 AR 15 Technical support service 70 79
CEl Total 210 193
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The Board presents their annual report and audited financial statements for
the year ended 31 December 2004.

PRINCIPAL ACTIVITIES

The Group is a major developer and provider of video security system
solutions in the PRC targeting on government authorities. Its system
solutions are currently designated for use in (i) traffic monitoring and
control sector and (ii) customs logistics monitoring sector in the PRC.

MAJOR CUSTOMERS AND SUPPLIERS

FIVE LARGEST CUSTOMERS

The percentage of sales for the year attributable to the Group’s major
customers is as follows:

Sales from the Group’s largest customer, Taian Traffic Police Sub-unit
Command Center, accounted for 11.7% of the sales for the year. Other
major customers, according to their percentage of sales, are Shenzhen
Strong IT Technology Co., Ltd (6.6%), Dalian International Logistic Park
Development Co., Ltd. (6.0%), Guangzhou Police Detachment-visual e-
police (5.5%) and Wuhu Aidier Electronic Technology Co., Ltd (4.4%).

To the knowledge of the directors, none of the directors, their associates or
any management shareholders who own more than 5% of the Company’s
issued share capital had material interests in the Group’s five largest
customers.

FIVE LARGEST SUPPLIERS

The percentage of purchases for the year attributable to the Group’s major
suppliers is as follows:

Purchases from the Group’s largest supplier, Harbin Veic Technology Co.,
Ltd., accounted for 5% of the purchases for the year. Other suppliers,
according to their percentage of purchases, are Nanjing Gori Technology
Co., Ltd. (4%), Dalian Weighing Apparatus Co., Ltd. (4%), Shenzhen
Hongdy Industrial Limited (3%) and Beijing Ming Wang Techwing
Electronics Co., Ltd. (2%).

Nanjing Sample Technology Company Limited | 21
Annual Report 2004



BEEMA  EFWREH

2 AR
FrieAARRARCEITHRAS%MNA £
MWEEEERRGEENEEA K
HEBTHEAEEAER -

RIS
AEEBRE-FEMET A=t

B 1L 5 0 R4 R B B AR B 4 3R
LANEEHGAE -

EFEERNEE_TSTENF+ A=
+—BLEFERBERBREERAR
#0.107T °

ME BERRKE

REBEARARBYE  BEREREE
BHBEHN M ERRMEI2

B
ARARALE I HEREN 2B
S 9 BIRLUR IS R A 525 R AR
EH2EARK -

A #7218
BE-TTMET-A=T-A &
EEARDEZEEAARKE
32,891,0007T °

R A

FRADTBRAR
SELEIER

~FHIB DI B 75

22 | BE=RBERHAERAR
—TETNEER

To the knowledge of the directors, none of the directors, their associates or
any management shareholders who own more than 5% of the Company’s
issued share capital had material interests in the Group’s five largest
suppliers.

RESULTS AND DIVIDENDS
The results and financial position of the Group for the year ended 31

December 2004 are set out on pages 41 to 84 of the annual report.

The directors recommend the payment of a final dividend of RMBO0.10 per

share for the year ended 31 December 2004.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of the
Group and the Company are set out in note 12 to the financial statements.

RESERVES

Details of the movements in the reserves of the Company and the Group
during the year are set out in note 25 to the financial statements and the
consolidated statement of changes in equity.

DISTRIBUTABLE RESERVES

At 31 December 2004, the Group’s reserves available for distribution
amounted to RMB32,891,000.

SHARE CAPITAL

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



AATRAFERBEARRE BN The directors and supervisors of the Company for the year and up to the

EEREENAT - date of this report are as follows:
HITES Executive Directors
DEEE(EER) Mr. Sha Min (Chairman)
BELE Mr. Chang Yong

I T L Mr. Guo Ya Jun

FHITES Non-executive Directors

[ A Mr. Zhao Jing Cheng

RIRF LA Mr. Zhang Yin Qian

X A Mr. Zhao Wen

REF LA Mr. Zhu De Xiang
BYKHTES Independent Non-executive Directors
RESAE Mr. Zhang Zhan

FREEE Mr. Wang Wei

ARG EAE Mr. Lau Shek Yau John

BE=x Supervisors

HiEx4E Mr. Tian Tao

RiER%ESE Mr. Sun Huai Dong

M+ Mr. Du Jin

BEBLE Mr. Dai Jian Jun

BMSE 2+ Ms. Ma Lin Ping
ESREENRBEN DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS

ZEF (BERNTES FWNTES Each of the Directors (including executive directors, non-executive directors
HBVIFRTES) RESEELRR and independent non-executive directors) and Supervisors has entered into
AIFIRFBEL - RBELHBR_E a service contract with the Company. The service contracts shall expire on
TRE+ZA=+—HEMm Z1&ZA 31 December 2006 and shall renew the service term for three years with
FESARFEEREBEF R i the approval at the forthcoming annual general meeting of the Company.
- BERBEHA=F -

bR EXEREN  BREERRES Save as disclosed above, no directors and supervisors for re-election at the
Ae FRBRETZEERES  ##E  forthcoming annual general meeting has a service contract with the
HARAMBAR BB MEEE Company's subsidiaries which is not terminable by the Company within one
SRIB CEEBEERIN BRATEARRT year without payment, other than statutory compensation.
BR—FRRIEZRBEEL -
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BRHORAE :

BExps

Name of Directors

DIRECTORS’ REMUNERATION AND HIGHEST PAID INDIVIDUALS

Details of directors’ remuneration and the highest paid individuals are set
out in note 7 to the financial statements.

INTERESTS OR SHORT POSITIONS IN THE SHARE CAPITAL OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS OF THE
DIRECTORS, SUPERVISORS AND CHIEF EXECUTIVE OFFICERS

Save as disclosed below, as at 31 December 2004, none of the directors,
supervisors and chief executive officers of the Company had any interests
or short positions in the shares, underlying shares and debentures of the
Company or its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (“SFO") of Chapter 571 of the Laws
of Hong Kong) which should be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they taken or deemed to have under
such provisions of the SFO), or which were required to be recorded in the
register required to be kept pursuant to Section 352 of the SFO, or
otherwise required to be notified to the Company pursuant to Rules 5.46 to
5.47 of the GEM Listing Rules.

Long positions in shares:

il 2< 1 7] &

EXZBOBE D (%)

Approximate

Percentage of

ROHEE HE the Registered Capital

Number of shares  Nature of the Company (%)

R 450,000 E@mEA A
Sha Min Beneficial owner 0.7
Wt - Note:

ZERARTFALPHEMES  BUBEESRIEK
B XVER AL T 42 1% /5 ¥R B 70 8% 6 #9450,000%
NE BB RER -
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As Du Yu is the spouse of Sha Min, Du Yu is deemed to be interested in 450,000 domestic
shares held by Sha Min pursuant to Part XV of the SFO.
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BRORE :

BRREE
Name of
Shareholders

SHARES DISCLOSEABLE UNDER THE SFO AND SUBSTANTIAL

SHAREHOLDERS

So far to the knowledge of the directors of the Company, as at 31
December 2004, the following shareholders (other than the directors or
chief executive officers of the Company) had interests and short positions in
the shares or underlying shares of the Company which should be notified
to the Company and the Stock Exchange pursuant to Divisions 2 and 3 of
Part XV of the SFO, or which were required to be recorded in the register
required to be kept under Section 336 of the SFO, or direct or indirect
interests of 10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of the

Company.

Long positions in shares:

R ®E

Number of EXHEME
shares Nature of Interest

EERLAREMESZ
BABD (%)
Approximate
Percentage of

the Registered Capital
of the Company (%)

AR=ZENREEARAA
(I=8B&H)) (K1)
Nanjing Sample Technology Group
Company Limited
("Sample Group”) (Note 1)

MRPIE(EE)RHBRAF
(Mamsdt])

Nanjing Zhongbei (Group)
Company Limited
(“Nanjing Zhongbei"”)

EDHBEANRRAT

Beneficial and corporate

19,650,000

12,000,000 E#HEAB A
Beneficial

30.47

18.60
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EERLATEMESZ
OB D (%)
Approximate

RERERB g =] Percentage of
Name of Number of fEZHME the Registered Capital
Shareholders shares Nature of Interest of the Company (%)
EAREREFELMERN 12,000,000 E@m#EAA 18.60
BRAR ([EREH]) Beneficial
Nanjing Huadong Electronics
Information & Technology
Company Limited
("Huadong Technology”)
AREREFEERMNERRDF 12,000,000 A7 18.60
((AMRERETFER]) (Wit2) Corporate
Nanjing Huadong Electronics Group
Company Limited
("Huadong Electronics”) (Note 2)
Bz - Notes:
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95.00% of the registered capital of Nanjing Sample Technology Commerce City
Company Limited (“Sample Commerce City”), which in turn is directly interested in
1,650,000 domestic shares. Pursuant to Section 316 of the SFO, Sample Group is
deemed to be interested in the 1,650,000 domestic shares held by Sample Commerce
City.

2. Pursuant to section 316 of the SFO, Huadong Electronics is deemed to be interested in
12,000,000 domestic shares held by Huadong Technology, as Huadong Electronics is
interested in 45.20% of registered capital of Huadong Technology.

Save as disclosed above, so far as the Directors are aware, there are no
other persons not being a director or chief executive of the Company who
had interests or short positions in the shares, underlying shares and
debentures of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 Part XV of the SFO and
required to be recorded in the register required to be kept under section
336 of the SFO.
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DIRECTORS’ AND SUPERVISORS’ INTERESTS IN UNDERLYING SHARES
BY DERIVATIVES

Save as disclosed above, as at 31 December 2004, none of the directors or
supervisors is authorized to subscribe any H shares of the Company. As at
31 December 2004, none of the directors or supervisors or any of their
spouses or children under eighteen years of age has any right to subscribe
any H shares of the Company or has exercised any such kind of right during
the period.

SHARE OPTION SCHEME

The Company has adopted a Share Option Scheme. The principle terms and
conditions of the Share Option Scheme are set out in the section “Summary
of the terms of Share Option Scheme” in Appendix VIl of the Prospectus.
As at 31 December 2004, none of the options is granted under the Share
Option Scheme.

COMPETING BUSINESS AND CONFLICTS OF INTERESTS

None of the directors, management shareholders or substantial
shareholders or any of their respective associates (as defined in the GEM
Listing Rules) is engaged in any business which competes or is likely to
compete with the business of the Group, and none of them has other

conflicts of interests with the Group.

COMPLIANCE ADVISER’S INTEREST

As at 31 December 2004, according to the notification of the compliance
adviser of the Company, Core Pacific - Yamaichi Capital Limited (“CPY"),
none of CPY, its directors, employees or associates (as defined in Note 3 of
Rule 6.35 of the GEM Listing Rules) had any interest in the share capital of
the Company or any of its subsidiaries, or had the right to subscribe or
nominate the others to subscribe the share capital of the Company or any
of its subsidiaries.

According to the agreement entered into by the Company and CPY on 2
June 2004, CPY acts as the compliance adviser of the Company for the
period from 9 June 2004 to 31 December 2006 or until the agreement is
terminated pursuant to the terms and conditions of the agreement and
receive and will receive an agreed amount of fees for the services to be
rendered in respect thereof.
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AUDIT COMMITTEE

The Company established an audit committee on 27 August 2003 with
terms of reference in compliance with Rules 5.28 to 5.33 of the then GEM
Listing Rules. The primary duties of the audit committee are to supervise
the financial reporting process and internal control of the Company.

The audit committee comprises three independent non-executive directors,
namely Mr. Zhang Zhan (the chairman of the audit committee), Mr. Wang
Wei and Mr. Lau Shek Yau John. The audit committee of the Company has
reviewed the audited results of the Group for the year and has provided
advice and comments thereon.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO ACQUIRE H SHARES

Save as disclosed above, for the year ended 31 December 2004, none of
the directors or supervisors was granted subscription rights to subscribe the
H shares of the Company. As at 31 December 2004, none of the directors
or supervisors had the rights to subscribe the H shares of the Company.

DIRECTORS’ INTERESTS IN CONTRACTS

No contract of significance to which the Company or any of its subsidiaries
was a party, and in which a director of the Company had a direct and
indirect material interest, subsisted at the end of the year or at any time
during the year.

CONNECTED TRANSACTIONS

For the period between 1 July 2004 to 27 December 2004, the Company
had a current account with Nanjing Sample Technology Group Company
Limited* (“Sample Group”), a substantial shareholder of the Company,
which holds approximately 27.91% of the registered capital of the
Company, is also interested in 95% of the registered capital of Nanjing
Sample Technology Commerce City Company Limited*, which in turn will
be directly interested in approximately 2.56% of the registered capital of
the Company. Pursuant to the GEM Listing Rules, Sample Group is a
connected person of the Company.

* for identification purpose only
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The independent non-executive directors have reviewed the above
connected transactions which are also set out in note 30 to the financial
statements. In their opinion, these transactions entered into by the Group
were:

(1) in the ordinary course of the business of the Group;

(2) either on normal commercial terms or, if there are no comparable
transaction to judge whether they are on normal commercial terms,
terms no less favourable than those available to or from independent
third parties; and

(3) in accordance with the relevant agreements governing such
transaction on terms that are fair and reasonable and in the interests

of shareholders of the Company as a whole.

Other than those transactions disclosed above, there were no transactions
which need to be disclosed as connected transactions in accordance with
the requirements of the GEM Listing Rules.

CORPORATE GOVERNANCE

During the year, the Company was in compliance with the Board Practices
and Procedures as set out in rule 5.34 to 5.45 of the GEM Listing Rules,
which applied before the amendment of the GEM Listing Rules relating to
the Code on Corporate Governance Practices and Rules on Corporate
Governance Report on 1 January 2005. The Company will prepare a
Corporate Governance Report in accordance with rule 18.44(2) of the GEM
Listing Rules for financial year ending 31 December 2005.

The Company has received the annual confirmation of independence from
each of the independent non-executive director of the Company and the
Company considers that all of the independent non-executive directors are
independent.
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PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE
COMPANY

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

AUDITORS

A resolution re-appointing Deloitte Touche Tohmatsu as the auditors of the

Company will be proposed at the forthcoming annual general meeting.

On behalf of the Board
Sha Min
Chairman

Nanjing, the PRC
23 March 2005
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To the shareholders,

For the year ended 31 December 2004, the supervisory committee of
Nanjing Sample Technology Company Limited, in compliance with the
provisions of the Company Law of the People’s Republic of China, the
relevant laws and regulations of Hong Kong and the articles of association
of the Company, took an active role to work reasonably and cautiously with
the principle of good faith and due diligence to protect the interest of the
Company and it shareholders.

During the year, the supervisory committee conducted careful review on
the use of proceeds from placing in strict accordance with the plans of the
use of proceeds disclosed in the Prospectus. It provided reasonable
recommendations and opinions to the Board in respect of the operation
and development plans of the Company. It also strictly and effectively
supervised the Company’s management in making significant policies and
decisions to ensure that they were in compliance with the laws and
regulations of the PRC and the articles of association of the Company, and
in the interests of the shareholders.

The supervisory committee  have carefully reviewed the Company's
financial report, audited by Deloitte Touche Tohmatsu, to be proposed by
the Board and agreed that it truly and fully reflect the operating results and
asset position of the Company. The supervisory committee have also
reviewed the report of the directors and the dividend payment proposal.
The supervisory committee are of the opinion that the members of the
Board, the general manager and other senior management of the Company
were able to strictly observe their fiduciary duty, to act diligently and to
exercise their authority faithfully in the best interests of the Company. Up
till now, none of the directors, general manager, and senior management
had been found abusing their authority, damaging the interests of the
Company and infringing upon the interests of its shareholders and
employees, and were in violation of any laws and regulations and the
articles of association of the Company.

The supervisory committee is in recognition of the achievement and cost-
effectiveness of the Company and has great confidence in the future
development prospect of the Company.

On behalf of the Supervisory Committee
Tian Tao
Chairman

Nanjing, the PRC
23 March 2005
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Biographical Details of Directors,

DIRECTORS

Mr. Sha Min, aged 40, is an executive Director and the chairman of the
Company. He is responsible for devising the Group’s overall strategies and
policies. Mr. Sha obtained a master’s degree in engineering from Southeast
University in 1990. Mr. Sha was appointed as Director in December 1999.
He will be directly interested in 0.7% of the registered capital of the
Company immediately after the Placing. Mr. Sha was conferred the titles of
“Jiangsu Province Outstanding Young Entrepreneur” and “Nanjing Ten
Outstanding Young Entrepreneur” in 2000 and 2001 respectively. Mr. Sha
was elected as a committee member of the Nanjing Committee of the
Chinese People’s Political Consultative Conference in January 2003.

Mr. Chang Yong, aged 38, is the general manager of the Company since
December 2000. He is responsible for implementing the Group’s strategies
and business plans. He obtained a master’s degree in computer application
studies from Harbin Polytechnical University in March 1990. Mr. Chang
worked for the Computer Centre of the Nanjing Bureau of Finance from
1990 to 1992. Mr. Chang became the vice general manager of Sample
Group in June 1993 and was mainly responsible for the expansion,
operation and management of Sample Group’'s businesses. He was
appointed as executive Director and the general manager of Sample System
in December 1997. Mr. Chang was elected as a member of the Chinese
People’s Political Consultative Committee of Xuanwu District in Nanjing
City in 1998. Mr. Chang was firstly appointed as Director in December
1997.

Mr. Guo Ya Jun, aged 45, is an executive Director, deputy general
manager and financial controller. He is responsible for monitoring the
operations and financial affairs of the Company’s accounting department.
He graduated from the Faculty of Agricultural Economy at Anhui
Agricultural College in August 1982 with a bachelor’s degree in agricultural
economics. Mr. Guo worked for the Finance Bureau of Lingbi County in
Anhui Province from 1982 to 1992. He worked for the Nanjing lJintai
Building Materials Development Company between 1993 and 1996. Mr.
Guo was appointed as the finance manager of Sample Group and Sample
System in October 1996 and became the Company’s financial controller
and deputy general manager in December 2000. He is currently mainly
responsible for the financial and administrative management of the Group.
He was firstly appointed as Director in December 1999.
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Biographical Details of Directors,

NON-EXECUTIVE DIRECTORS

Mr. Zhao Jing Cheng, aged 59, is a non-executive Director of the
Company. He graduated from the Faculty of Automatic Control of
Southeast University in 1969. Mr. Zhao completed a postgraduate
programme in Nanjing University of Science and Technology in 1998, and
obtained a master’s degree in business administration from Macau Science
and Technology University in January 2002. He joined Huadong Electronics
Factory in August 1970 and is now the president and chairman of the
board of Huadong Technology. Mr. Zhao was firstly appointed as Director
in July 2000.

Mr. Zhang Yin Qian, aged 49, is a non-executive Director of the
Company. He graduated form Wuxi School of Wireless Electronics Industry
in July 1978. Mr. Zhang joined Huadong Electronics Factory in August 1978
and is now the supervisor of Huadong Technology. Mr. Zhang was firstly
appointed as Director in December 2000.

Mr. Zhao Wen, aged 36, is a non-executive Director of the Company. He
graduated from the College of International Relationship in 1991. He
formerly worked for Nanjing Hong Kong Chang Jiang Company Limited
from July 1991 to February 1993 and was the general manager of Nanjing
Daya Art Company Limited form April 1993 to April 1994. He worked with
Jiangsu Social Science Academy form May 1994 to August 1994. Mr. Zhao
joined Nanjing Zhongbei in September 1994 and is now the deputy general
manager of Nanjing Zjhongbei. He was firstly appointed as Director in
December 1999.

Mr. Zhu De Xiang, aged 59, is a non-executive Director of the Company.
He was a political instructor, head of the section and political commissioner
of a division of the People’s Liberation Army of the Nanjing Military Area
Command between September 1965 and August 1991. Mr. Zhu joined
Nanjing Zhongbei in August 1991 and is currently the secretary of the
communist party of Nanjing Zhongbei. Mr. Zhu firstly was appointed as
Director in December 2000
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Biographical Details of Directors,

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zhang Zhan, aged 39, is an independent non-executive Director of the
Company. He graduated from the Department of Computer Science at
Wuhan University and obtained a bachelor’s degree in 1989. Mr. Zhang is
currently the general manager of the investment banking division of
Jiangnan Securities Co., Ltd. Mr. Zhang was firstly appointed as Director in
December 1997.

Mr. Wang Wei, aged 45, is an independent non-executive Director of the
Company. He graduated from the Department of Civil Engineering of the
Southeast University with a bachelor’'s degree in July 1982 and a master’s
degree in February 1985. He then taught in the Transport Department of
the Southeast University. Mr. Wang obtained a doctorate’s degree from
Southeast University in structural engineering in May 1990. Mr. Wang has
been the Head of the City Road Traffic Management (Clear Way Project)
National Professional Group of the Department of Public Security and
Department of Construction since April 2000. Mr. Wang was appointed as
independent non-executive Director in November 2001.

Mr. Lau Shek Yau John, aged 57, is an independent non-executive
Director of the Company. He was previously the managing director of
United Distribution Services (Far East) Limited (a member of the Dodwell
Group of Companies). Mr. Lau is active in cargo business and experienced
in international trading. In 1985, he established United Distribution Services
Far East Limited which was subsequently sold. In 1990, Mr. Lau established
Wide Shine Terminals Limited, which was subsequently sold. Mr. Lau is the
managing director of Cargo Services Far East Limited and Far East Cargo
Line, both companies have overseas offices in the United Kingdom,
Singapore, and the PRC. Mr. Lau is a director of Xinhaihua Enterprise
Limited and the chairman of Nanjing Xinhaihua Industry Company Limited.
Mr. Lau was appointed as a committee member of the Nanjing Committee
of the Chinese People’s Political Consultative Committee in 2003. Mr. Lau
was appointed as independent non-executive Director in August 2003.



BIE

HBEE 575 ARAIEFEMESF
BXF - BR—ANZF-AREER
AREHFEANSHHEBE LM - M
FER-AN=ZF+—AZ—N/\H®
FANAEERAREREHEEAE
TE-R-AN\EAFENAZE-ANLDE
FOAHEERARERESHEED
TEREZEL - B NMNEFEE
EPAERTZEENRBE AR
“EE_F+ - ARKERRB®L
MEFSTRMERER HELER
R—_ZTETFELARZERES -

BRERKE 3750 ARFIEE - ®
R—IWNEFLAZENEBMAZE
BREIRR FHEEHRBERELZ
I e BH—NMNEFEZE—ALNZFF
BREZ7728 —WhW=F2=%F
ToF O EREI-EEELEDCE
k@i TS _FREIEHS
BHEFMEERARBALE - F&
MR—hWhWNWE+_PREZRTAE
$ o

HELZLT 415 BRAREBIEAE
RRRIEE - HR_ZZTFRDM
BPBEEREARAZEREINEEELT
B - HATHR—NAN\RAF+ZAZE
—NMN=FNAHHESERNIHEBE
BEBIIE YR —AARNFEELAE
—AANEL AHBEBRAREHE
BREMN BRARERS AR - it
ZER—NANFENANMARREA -
BETARAIMNGEEEBEIE - &
BRI E+_AEZTARZE
$ o

Biographical Details of Directors,

SUPERVISORS

Mr. Tian Tao, aged 57, is a Supervisor and chairman of the supervisory
committee of the Company. He graduated from the Department of
Journalism with a bachelor’s degree in Journalism in Fudan University in
January 1982. Mr. Tian was the vice director of the news department of
Nanjing People’s Broadcasting Station between November 1983 and August
1984. During the period form August 1984 to April 1994, Mr. Tian was the
head of the news department of Nanjing People’s Broadcasting Station and
was the Secretary of the Party Committee. Mr. Tian was appointed as the
vice minister of the broadcasting department of a Nanjing Municipal
Commission of the Communist Party Committee since 1994. Mr. Tian has
been the chairman of the board and the secretary of the party committee
of Nanjing Daily since December 2002. He was firstly appointed as
Supervisor in July 2000.

Mr. Sun Huai Dong, aged 37, is a Supervisor of the Company. He
graduated from the Department of Radio Engineering of the Southeast
University with a bachelor’s degree in July 1990. He worked for the State-
owned Factory No. 772 form 1990 to 1992. Mr. Sun was appointed as the
manager of the sales department and the general manager of Sample
Industry from 1993 to 2002. Mr. Sun has been the vice deputy general
manager of Jiangsu Hai Te Man New Material Co., Ltd. since 2002. He was
firstly appointed as Supervisor in December 1999.

Ms. Du Jin, aged 41, is a Supervisor of the Company elected by the staff
members of the Company. She obtained a master’'s degree in business
administration from Asia International Open University (Macau) in 2000.
She formerly worked for Jiangsu Province Telecommunication Equipment
Factory from December 1985 to August 1993 and Nabisco Food (Suzhou)
Company Limited Nanjing Branch from July 1996 to July 1998. She joined
the Company in August 1998 and is now the manager of the Company’s
customs affairs department. She was firstly appointed as Supervisor in
December 1999.
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Biographical Details of Directors,

INDEPENDENT SUPERVISORS

Mr. Dai Jian Jun, aged 34, as a Supervisor. He received education in
Jiangsu Public Security Professional School from September 1988 to July
1991. He worked for Southeast University in 1991. Mr. Dai was qualified as
a lawyer in the PRC in 1996. Mr. Dai has been a lawyer of Jiangsu Zhi Bang
Law Firm since 1996. He was appointed as Supervisor in August 2003.

Ms. Ma Lin Ping, aged 43, is a Supervisor. She graduated from the
Correspondence School of the Communist Party of the PRC in 1998. She
was qualified as an accountant in the PRC in 1994. Ms. Ma was an
accountant of Nanjing Shi Cheng Certified Public Accountant form
November 1995 to September 1999. She was qualified as a registered tax
consultant and a registered asset valuer in the PRC in 1999 and 2000
respectively. Ms. Ma was a director of Nanjing Shi Cheng Tax Consultants
since March 2000. She was appointed as Supervisor in August 2003.

SENIOR MANAGEMENT

Mr. Fu Yu Qing, aged 66, is the chief technical officer of the Company. He
graduated from Southeast University in August 1961 and obtained a
doctorate’s degree in Philosophy from the University of Laval in 1984. Mr.
Fu was an instructor of the Faculty of Wireless Communications of
Southeast University from September 1961 to December 1979. He was an
associate professor, professor, director of teaching group, director of
laboratory and general engineer of the research institute of Southeast
University from January 1984 to July 1998. Mr. Fu joined Sample Group in
September 1998 and is currently the vice president of Sample Group. Mr.
Fu joined the Company and was appointed as the chief technical officer of
the Company in December 2000.
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Biographical Details of Directors,

Mr. Qi Tong Lin, aged 39, is a technical expert of the Company’s research
institute and the manager of electronic products division. He completed a
four-year programme in the Faculty of Wireless Communications of
Southeast University in July 1987 and obtained a master’'s degree in the
Department of Automatic Control of the same university in February 1990.
Mr. Qi was involved in R&D at Nanjing Computer Measure Equipment
Company from 1990 to 1992, and worked for Xinbo Medical Engineering
Company from 1992 to 1997. He was the assistant to the general manager
and manager of engineering department of Sample Group between August
1997 and December 2000. Mr. Qi joined the Company in January 2001.

Mr. Wang Ting Song, aged 59, is a deputy general manager of the
Company. He graduated from Shanghai Chemical College in 1969 majoring
in automatic control. Mr. Wang was a supervisor of a workshop in a
concrete plant of Hezhang county form September 1970 to February 1974.
He was a technician in a printing factory of Hezhang county form March
1974 to October 1978. He joined Huadong Electronics Factory in November
1978 as an engineer, and was promoted as the standing deputy head of
the TV set factory of Huadong Electronics in November 1997. Mr. Wang
was the deputy general manager of Sample Computer Technology between
November 1999 and December 2000 before he joined the Company in
January 2001.
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Biographical Details of Directors,

Ms. Hu Hui Lin, aged 50, is the manager of the Company’s finance
department. She graduated form Shenyang Engineering University with a
bachelor’s degree in 1998. She was qualified as a professional accountant
in the PRC in 1993. Ms. Hu was an accountant of Nanjing Tractor Repairing
Factory (formerly known as Intergrated Cold Storage Factory) from January
1973 to June 1991. Later, she become the head of finance department of
Nanjing Wuzhou Refrigeration Equipment Group (formerly known as
Nanjing Freezer General Factory) from June 1991 to July 1997. Ms. Hu was
the manager of the finance department of Nanjing Zhongbei Investment
Consultation Company between July 1997 and June 1998 and was the
manager of the finance department of Nanda Pharmaceutical Company
Limited from June 1998 to January 2000. Ms. Hu was the manager of the
finance department of Sample Computer Technology, the predecessor of
the Company, between January 2000 and December 2000.

Ms. Chan Wei Wei, aged 27, is the company secretary, qualified
accountant and one of the authorized representatives of the Company. She
is responsible for the financial and accounting management and secretarial
affairs of the Company. Ms. Chan graduated from the department of
business administration of the City University of Hong Kong with a
bachelor’s degree in Accountancy in 1999 and is an associate member of
the Hong Kong Institute of Certified Public Accountants and the
Association of Chartered Certified Accountants. Before joining the
Company in October 2003, she worked as an audit senior in the Hong
Kong office of RSM Nelson Wheeler, an international accounting firm.
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TO THE MEMBERS OF NANJING SAMPLE TECHNOLOGY COMPANY
LIMITED

(established and reorganised into a joint stock limited company in the
People’s Republic of China with limited liability)

We have audited the financial statements on pages 41 to 84 which have
been prepared in accordance with accounting principles generally accepted
in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

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

It is our responsibility to form an independent opinion, based on our audit,
on those financial statements and to report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

BASIS OF OPINION

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

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

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

23 March 2005



HE-TEMEF-A=+—ALFE

For the year ended 31 December 2004

—ZEENF —ET=F
2004 2003
K aF AR¥® T AR TFT
NOTES RMB’'000 RMB’000
= Turnover 4 77,439 61,836
§H 5 PR AR Cost of sales (45,680) (29,096)
=Xl Gross profit 31,759 32,740
H i 482 YA Other operating income 9,020 7,985
MEHER X Marketing and promotional expenses (7,094) (7,188)
THHAX Administrative expenses (11,862) (7,798)
48 5 A Profit from operations 6 21,823 25,739
R N g Gain on disposal of a subsidiary — 141
B 7% Bk 7R Finance costs 8 (1,207) (2,270)
B 2% A& 7 Profit before taxation 20,616 23,610
I8 Taxation 9 (2,643) (2,751)
R at D EUA% 3R HE == Al i A Profit before minority interests 17,973 20,859
DB R Minority interests 32 (252)
FEHF Net profit for the year 18,005 20,607
FRERN — EAR(ANREA)  Earnings per share — Basic (RMB cents) 11 32.20 45.79
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At 31 December 2004

—TETNEER

—ZEENF —ET=F
2004 2003
K aF AR¥® T AR TFT
NOTES RMB’'000 RMB’000
EREEE Non-current assets
W BWEIZRE Property, plant and equipment 12 65,347 21,930
2 iy &0 3% Technical know-how 14 — 1,633
EES Goodwill 15 271 406
BETIAE E Deferred tax assets 16 843 770
66,461 24,739
mENE E Current assets
rE Inventories 17 1,762 1,566
BHNTREEFEZRR Amounts due from customers
for contract work 18 6,267 2,629
FEUWE 5 & E AR X Trade and other receivables 19 33,878 40,293
BEALTZRK Amount due from a related party 30 841 —
A] Uz [B] 7 I8 Taxation recoverable 129 1,237
AR & 2 BITER Restricted bank deposits 1,952 1,205
RTERERS Bank balances and cash 139,780 64,374
184,609 111,304
mEEE Current liabilities
FERE 5 Kk E i BR 3K Trade and other payables 20 26,336 14,213
JE 15 B T A A Construction cost payables 8,553 —
JE S B IR Taxation payable 1,435 2,198
EERIRITE K Short-term bank loans 21 30,000 25,000
R—FRNEEZ Long-term bank loans due
RHRITE K within one year 22 5,000 —
71,324 41,411
M EEFE Net current assets 113,285 69,893
179,746 94,632
BR R i#HE Capital and reserves
A% 7R Share capital 23 64,500 45,000
1 Reserves 100,471 29,825
164,971 74,825
42 | ER=ENEROERAR
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At 31 December 2004

—ZEENF —ET=F

2004 2003

iz AR¥TT AREFT

NOTES RMB’'000 RMB’000

DEH R E R Minority interests 4,775 4,807
ERBEE Non—current liabilities

RHEIBITER Long-term bank loans 22 10,000 15,000

179,746 94,632

FUNEMMANMBHRREEFTSN =
EERF=A - t=AfERKET

ToWATIALTRREE behalf by:

5=
Sha Min
DIRECTOR

BEE
5%
Guo Ya Jun
DIRECTOR

The financial statements on pages 41 to 84 were approved and authorised
for issue by the Board of Directors on 23 March 2005 and are signed on its
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At 31 December 2004

—ZEENF —ET=F
2004 2003
K aF AR¥® T AR TFT
NOTES RMB’'000 RMB’000
EREEE Non—current assets
W BWEIZRE Property, plant and equipment 12 65,171 21,572
BB AR ZKE Investments in subsidiaries 13 23,300 23,300
247 X0 58 Technical know-how 14 — —
BETIAE E Deferred tax assets 16 843 770
89,314 45,642
mENE E Current assets
rE Inventories 17 1,717 1,566
BHNTREEFEZRR Amounts due from customers
for contract work 18 6,267 2,629
JEUE 5 & E b BR X Trade and other receivables 32,873 36,849
BEALTZRK Amounts due from a related party 30 841 —
AR 2 RITFERX Restricted bank deposits 1,952 1,205
RITEHRERS Bank balances and cash 139,235 64,264
182,885 106,513
mENaE Current liabilities
BB 5 & EH b BR 3K Trade and other payables 25,197 12,739
JE 15 HE T K AR Construction cost payables 8,553 —
ERHTEB R R Z B Amounts due to subsidiaries 34,491 28,756
JE S B IR Taxation payable 1,429 2,014
EERIRITE K Short-term bank loans 21 30,000 25,000
R—FRNEEZ Long-term bank loans due
RHRITE K within one year 22 5,000 —
104,670 68,509
M EEFE Net current assets 78,215 38,004
167,529 83,646
BR R i#HE Capital and reserves
A% 7R Share capital 23 64,500 45,000
1 Reserves 25 93,029 23,646
157,529 68,646
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At 31 December 2004

—ZEENF —ET=F
2004 2003
K & AR T AREFT
NOTES RMB’000 RMB’000
ERBEE Non—current liabilities
RHERITER Long-term bank loans 22 10,000 15,000
167,529 83,646
PR BEE
o 5%
Sha Min Guo Ya Jun
DIRECTOR DIRECTOR
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For the year ended 31 December 2004

EE EE
A RGEE ARE AEE  RERA At
Statutory  Statutory
Share Share surplus welfare Retained
capital premium reserve fund profits Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT AREFT AREFT AREFTT
RZTET=F At 1 January 2003 45,000 — 1,174 587 7,457 54,218
—A—H
F R4 F Net profit for the year — — — — 20,607 20,607
HE(BEMI & Transfers, net of minority
BRREERE) interests' share — — 2,730 1,365 (4,095) —
RZTT=% At 31 December 2003
+-A=+—8 45,000 — 3,904 1,952 23,969 74,825
RZTTWME Issue of overseas listed
NANHZERIER  foreign invested share
FIRETER ("H shares") of RMB1.0
EEAR®1.07t2  each upon listing on
SN ETANERR  the Growth Enterprise
(THRR ) Market on 9 June 2004 20,400 — — — — 20,400
HiETHA Conversion of certain
A& R A HR state—owned domestic
shares to H shares (900) — — — — (900)
BITHRFTE £ Premium arising on issue
2B of H shares — 66,280 — — — 66,280
BATHRR BT EE &£ Expenses incurred on issue
ZHAX of H shares — (13,639) — — — (13,639)
F N 4T Net profit for the year — — — = 18,005 18,005
HE(BEMP & Transfers, net of minority
BREREERE) interests' share — - 2,106 1,053 (3,159) —
RZTTWE At 31 December 2004 64,500 52,641 6,010 3,005 38,815 164,971
+=ZRA=+-H
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For the year ended 31 December 2004

—EENEF —ETT=F
2004 2003
Kt at AR FTT AR For
NOTE RMB’000 RMB’000
K& Operating activities
B 76 51 v A Profit before taxation 20,616 23,610
KR Adjustments for:
) B WA Interest income (1,969) (310)
M EZEH Interest expenses 1,207 2,270
W HENMEHELZ Depreciation and amortisation
I8 K o of property, plant and equipment 2,124 715
BT X0 58 2 B 5 Amortisation of technical know—how 1,633 1,450
R 2 i Amortisation of goodwill 135 135
HEME - BE K Loss on disposal of property,
w2 ER plant and equipment 2 5
el = N NI & Gain on disposal of a subsidiary — (141)
FERE Allowance for inventories 170 —
FEEEREMD Write back of allowance for inventories — (40)
LEESEHAI 2 Operating cash flows before movements
KERERe in working capital 23,918 27,694
FE Ggmmd (Increase) decrease in inventories (366) 1,205
EHNTIREFZ (Increase) decrease in amounts due from
KR (3 N) S/ A customers for contract work (3,638) 1,041
EUE 5 N E b BR FUB 4> Decrease in trade and other receivables 7,339 8,167
FERT B 5 N E Ah BR Z03E hN Increase in trade and other payables 12,123 3,339
WEEEREB RS Cash from operations 39,376 41,446
EfRBESEAMSH PRC enterprise income tax paid (2,371) (3,251)
s SR 2 38 £ 7F %8 Net cash from operating activities 37,005 38,195
"EEE Investing activities
SR E RSN Interest received 204 310
BEWZE  BMEKZMHE  Purchase of property, plant and equipment (36,266) (12,670)
HEWME - BE KREHE  Proceeds from disposal of property,
Fir 15 %8 plant and equipment 10 —
B R 61T F K (Increase) decrease in restricted
(8 00) w4 bank deposits (747) 41
HEK B AR S Proceeds from disposal of interest
FriS 5 E (EMBREE  in a subsidiary (net of cash and
ZHERREEEY)  cash equivalents disposed of) 26 — 537
W - W= K&&ZME Deposits refunded on acquisition
REEE of property, plant and equipment — 1,400
B A TIER Repayment from related parties — 196
WEEEFE R 23 & F % Net cash used in investing activities (36,799) (10,186)
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For the year ended 31 December 2004

—EEMEF —ET=F
2004 2003
Kt it AR®F AR Fr
NOTE RMB’000 RMB’000
Bl &R & Financing activities
ERFE Interest paid (1,941) (2,270)
BEITHRR BT & K New capital raised on issue of H shares,
(BEMEHEZ) net of expenses 72,141 =
BEEBEALTZEE Borrowings repaid to related parties — (3,948)
FILIRITE R New bank loans raised 40,000 45,000
BEERITER Repayment of bank loans (35,000) (39,000)
BEEBRME (EM) Net cash from (used in) financing activities

2B e 75,200 (218)
ReRkBEEEEY Net increase in cash and cash equivalents

N % B8 75,406 27,791
R—A—BZzH&ER Cash and cash equivalents at 1 January

BeFEEY 64,374 36,583
R+-_A=+—HB2 Cash and cash equivalents at 31 December

RehBEeEED 139,780 64,374
RekREEEYD Analysis of the balances of cash and

ER T cash equivalents

RITHEHBR LIRS Bank balances and cash 139,780 64,374
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For the year ended 31 December 2004

GENERAL

Nanjing Sample Technology Company Limited (the “Company”) was
established in the Mainland China (the “PRC”) and was approved to
be reorganised into a joint stock limited company on 28 December
2000. It is principally engaged in the provision of video security
system solutions and sales of related computer products.

The shares of the Company were listed on the Growth Enterprise
Market (the “GEM") of The Stock Exchange of Hong Kong Limited
(“Stock Exchange”) on 9 June 2004.

The books and records of the Company and its subsidiaries
(hereinafter collectively referred to as the “Group”) are maintained in
Renminbi (“RMB"), the currency in which the majority of the Group's
transactions is denominated.

POTENTIAL IMPACT ARISING FROM THE RECENTLY ISSUED
ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public Accountants (the
"HKICPA") issued a number of new or revised Hong Kong Accounting
Standards and Hong Kong Financial Reporting Standards (herein
collectively referred to as “new HKFRSs”) which are effective for
accounting periods beginning on or after 1 January 2005. The Group
has not early adopted these new HKFRSs in the financial statements
for the year ended 31 December 2004.

The Group has considered these new HKFRSs but does not expect that
the issuance of these HKFRSs will have a material effect on how the
results of operations and financial position of the Group are prepared
and presented.
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For the year ended 31 December 2004

PRINCIPAL ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost
convention and in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting policies adopted are
as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31
December each year.

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

All significant inter—company transactions and balances within the
Group are eliminated on consolidation.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of
acquisition over the Group’s interest in the fair value of the
identifiable assets and liabilities of a subsidiary at the date of
acquisition. Goodwill arising on acquisition is capitalised and
amortised on a straight line basis over its useful economic life.

On disposal of a subsidiary, the attributable amount of unamortised
goodwill is included in the determination of profit or loss on disposal.
Investments in subsidiaries

Investments in subsidiaries are stated at cost less any identified
impairment loss.
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For the year ended 31 December 2004

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Revenue recognition

When the outcome of a contract for the installation of network
systems can be estimated reliably, revenue from fixed price contracts
is recognised on the percentage of completion method, measured by
reference to the proportion that costs incurred to date bear to
estimated total costs for each contract. When the outcome of a
contract cannot be estimated reliably, revenue is recognised to the
extent of contract costs incurred that it is probable that they are
recoverable.

Sales of goods are recognised when goods are delivered and title has
passed while service income is recognised when the services are
provided.

Interest income is accrued on a time basis, by reference to the
principal outstanding and at the interest rate applicable.

Property, plant and equipment

Property, plant and equipment, other than construction in progress
are stated at cost less accumulated depreciation and amortisation and
any identified impairment loss at the balance sheet date.

Construction in progress is stated at cost which includes all
construction costs, borrowing costs capitalised in accordance with the
Group’s accounting policy and other direct costs attributable to such
projects. It is not depreciated until completion of construction. Costs
of completed construction works are transferred to the appropriate
category of property, plant and equipment.

The cost of land use rights is amortised over the period of the right

using the straight line method.

The cost of buildings is depreciated over 30 years using the straight
line method.
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For the year ended 31 December 2004

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment (Continued)

Depreciation is provided to write off the cost of other items of
property, plant and equipment over their estimated useful lives, using
the straight line method, at the following rates per annum:

Furniture, fixtures and equipment 10-20%
Motor vehicles 20%
Leasehold improvements 10-20%

The gain or loss arising from the disposal or retirement of an asset is
determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in the income
statement.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, are capitalised as part of the cost
of those assets. Capitalisation of such borrowing costs ceases when
the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised as an expense in the period
in which they are incurred.

Technical know-how

Acquired technical know—how is stated at cost less accumulated
amortisation and any identified impairment loss. Amortisation is
calculated to write off the cost of the acquired technical know—how
over its estimated useful life of five years, using the straight line
method.

The gain or loss arising from the disposal of the acquired technical
know-how is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in
the income statement.
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For the year ended 31 December 2004

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Inventories

Inventories, which represent goods held for sale, are stated at the
lower of cost and net realisable value. Cost, which comprises all costs
of purchase and, where applicable other costs that have been
incurred in bringing the inventories to their present location and
condition, is calculated using the weighted average method. Net
realisable value represents the estimated selling price in the ordinary
course of business less all estimated costs necessary to make the sale.

Installation contracts

When the outcome of a contract for the installation of network
systems can be estimated reliably, contract costs are charged to the
income statement with reference to the stage of completion of the
contract activity at the balance sheet date as measured by reference
to the proportion that costs incurred to date bear to estimated costs
for each contract.

When the outcome of a contract cannot be estimated reliably,
contract costs are recognised as an expense in the period in which
they are incurred.

When it is probable that total contract costs will exceed total contract
revenue, the expected loss is recognised as an expense immediately.

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. Impairment
losses are 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 income immediately.
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For the year ended 31 December 2004

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Research and development costs

Expenditure on research activities is recognised as an expense in the
period in which it is incurred.

An internally—generated intangible asset arising from the Group’s
development expenditure is recognised only if it is anticipated that the
development costs incurred on a clearly—defined project will be
recovered through future commercial activity. The resultant asset is
amortised on a straight line basis over its useful life.

Where no internally—generated intangible asset can be recognised,
development expenditure is recognised as an expense in the period in
which it is incurred.

Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income and expense that are
taxable or deductible in other years, and it further excludes income
statement items that are never taxable and deductible.

Deferred tax is the tax expected to be payable or recoverable on
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, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are generally recognised
for all taxable temporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary
difference arises from goodwill (or negative goodwill) or from the
initial recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the tax profit
nor the accounting profit.
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For the year ended 31 December 2004

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries except where the
Group is able to control the reversal of the temporary difference and
it is probable that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all or
part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in
the period when the liability is settled or the asset realised. Deferred
tax is charged or credited in the income statement, except when it
relates to items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity.

Foreign currencies

Transactions in foreign currencies are translated at the rates ruling on
the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are re—translated at the rates ruling
on the balance sheet date. Gains and losses arising on translation are
dealt with in the income statement.

Government grants

Government grants are recognised as income over the periods
necessary to match them with the related costs and are deducted in
reporting the related expense. Grants related to depreciable assets are
presented as a deduction from the carrying amount of the relevant
asset and are released to income over the useful lives of the assets.
Grants related to expense items are recognised in the same period as
those expenses are charged in the income statement and are
deducted in reporting the related expense. Where the government
grant exceed the expenses incurred and there is no further obligation
attached to the government grant, the excess of the government
grant over the related expense is recognised as income immediately.
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For the year ended 31 December 2004

3. FEEEXME PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
BREHED Operating leases
KEMHNE T 2 ENESTIIRE Rentals payable under operating leases are charged to the income
TR A 2 LA B AR & statement on a straight line basis over the period of the respective
PR - leases.
B KR8 F BE A< Retirement benefit cost
IR KGR MK AN F5 AR 12 R B & 3 Retirement benefit cost, which represents the amount payable in
BT Z OB 2258 - TR accordance with the regulation promulgated by the local PRC
EXRTEWERE - government, is charged to the income statement as incurred.
4, EHEH TURNOVER
EEFEEAFE=FERRERZ Turnover represents the aggregate of the net amounts received and
SRIBFEEARE - WHF AT receivable from third parties and is summarised as follows:
—EENF —EE=F
2004 2003
AR®F AREF T
RMB’000 RMB’'000
REERL RS Provision of video security system solutions
AT 77.439 60,875
HERBEKE R Sales of related computer products — 961
77,439 61,836
56 | ER=EAERGARAA
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For the year ended 31 December 2004

5. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group’s operations are organised into
two operating divisions namely provision of video security system
solutions and sales of related computer products. These divisions are
the basis on which the Group reports its primary business segment
information.

REEXEBHENOT : Business segments for the year are as follows:
INERE AR ES
External turnover Results
“—ERNE —TT=F ZETNE _—TIT=F
2004 2003 2004 2003
ARMTT AREFT AR¥Fr AREFT
RMB’000 RMB’'000 RMB’000 RMB’000
R AR S8 2 ) 2 4 Provision of video security
RART R system solutions 77,439 60,875 25,331 27,242
HEMHBERER Sales of related computer
products — 961 — 301
77,439 61,836 25,331 27,543
Hb gzl A Other operating income 4,365 4,542
FREERY Central administrative
expenses (7,873) (6,346)
18 & Al Profit from operations 21,823 25,739
& KB R Al Gain on disposal of
Z W= a subsidiary — 141
B 75 B AR Finance costs (1,207) (2,270)
B 7% Bl 4 A Profit before taxation 20,616 23,610
I Taxation (2,643) (2,751)
Rt L BUIRE Profit before minority
1 %5 Al s A interests 17,973 20,859
L H R R S Minority interests 32 (252)
F [ 45 F Net profit for the year 18,005 20,607
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For the year ended 31 December 2004

5. XBRHESEER (F) 5. BUSINESS AND GEOGRAPHICAL SEGMENTS (CONTINUED)
(%58 (&) Business segments (Continued)
—EEMEF —ET=F
2004 2003
AR®F AR Fr
RMB’000 RMB’000
BE Assets
DIHEE Segment assets
— REIEBERY — provision of video security
RBBARAT R system solutions 51,767 40,101
— HEHBEENE® — sales of related computer products — 143
ROBRAFEE Unallocated corporate assets 199,303 95,799
HEE Total assets 251,070 136,043
=R Liabilities
SEAE Segment liabilities
— RHEAE AT — provision of video security
RRBRT R system solutions 19,120 11,691
— HEMRBEKE® — sales of related computer products — 219
AABEAFEE Unallocated corporate liabilities 62,204 44,501
wam Total liabilities 81,324 56,411
H fth & Other information
& AE N Capital additions
— REIRERN — provision of video security
B A system solutions 11,633 224
— HEMRBEEKE — sales of related computer products — —
A7 B Unallocated 33,920 19,966
45,553 20,190
1 & I 5 Depreciation and amortisation
— REIRERN — provision of video security
B Al system solutions 1,776 1,530
— HEMRBEEKE — sales of related computer products — —
ROEL Unallocated 2,116 770
3,892 2,300
58 | aR=EAERGARAA
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5. XBRHESEER (F) 5. BUSINESS AND GEOGRAPHICAL SEGMENTS (CONTINUED)
(%58 (&) Business segments (Continued)
—EENF —TT=F
2004 2003
AR®F AR Fr
RMB’000 RMB’000
FEREE Allowance for inventories
— REEETH — provision of video security
RFEBART R system solutions 170 —
— HEMEEKE D — sales of related computer products — —
170 —
FEEERE Write back of allowance for inventories
— REIRERN — provision of video security
RGERT R system solutions — 40
— HERBEEKE M — sales of related computer products — —
— 40
HEWE - BE R Loss on disposal of property,
X BE plant and equipment
— REIRERN — provision of video security
B A system solutions — —
— HEMRBEEKE — sales of related computer products — —
ROEL Unallocated 2 5
2 5
i iE 5 8 Geographical segments
ERAEBEZWARIRZ X The Group’s operations are situated in the PRC in which its revenue
R E - WEIMRSHE - was derived principally therefrom. Accordingly, no geographical

segments were presented.
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For the year ended 31 December 2004

6. REHF 6. PROFIT FROM OPERATIONS
—E2ENF —ETR=F
2004 2003
AR¥TT AR TFT
RMB’000 RMB’000
1R F Ty R Profit from operations has been arrived
T3 IEESE at after charging:
% 21 Bl B <& Auditors’ remuneration 400 —
EEREEHE Directors’ and supervisors’ remuneration
— e — fees 214 =
— RIREF 2R — retirement benefits scheme contributions 26 23
— H i & B — other emoluments 449 453
689 476
H i B TR K& Fl Other staff’s retirement benefits
T 8] 3K scheme contributions 228 225
Hih 8 TRA Other staff costs 7,016 6,421
7,933 7,122
B BT AR AR 2 Less: Staff costs included in research and
B TRA development costs (2,283) (1,789)
5,650 5,333
ot 25 Bk A Research and development costs 6,324 2,201
B BT E B Less: Government grants received (4,262) (2,201)
2,062 —
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For the year ended 31 December 2004

6. R&E@mA (&) 6. PROFIT FROM OPERATIONS (CONTINUED)
—EENEF —EE=F
2004 2003
ARMFT AR Fr
RMB’000 RMB’000
FE®EE Allowance for inventories 170 —
STATEAS 2 Amortisation of goodwill included
GRSk ¥ in administrative expenses 135 135
T AT X 2 #:4i7 Amortisation of technical know-how
R S included in administrative expenses 1,633 1,450
BRAERIZ 2 HFEKR Cost of inventories recognised as expenses 37,440 26,093
M- BEREZEEZ Depreciation and amortisation of property,
o8 K 4 plant and equipment 2,124 715
HEME - BE K Loss on disposal of property,
X BE plant and equipment 2 5
THREF K Operating lease rentals in respect of
MEME® land and buildings 604 633
WEFA - and after crediting:
BT & B Government grants — 2,022
A B A Interest income 1,969 310
Fir 3R [B] A B 38 (B % PRC value added tax refunded 4,656 1,409
AABERAZTFE Write back of allowance for inventories
ZE % ) included in cost of sales — 40
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For the year ended 31 December 2004

7. EE -EEREEHMH 7. DIRECTORS’, SUPERVISORS’ AND EMPLOYEES’ EMOLUMENTS
REBRAFEINTESRE Details of emoluments paid by the Group to the directors and
E2HMEBRT supervisors for the year are as follows:

—EEMEF —EE=F
2004 2003
AR¥TT AR Fr
RMB’000 RMB’000
we Fees for
HITESR Executive directors 30 —
FHITES Non—executive directors 40 =
BUFRHITES Independent non-executive directors 94 —
BEE Supervisors 30 —
AV Independent supervisors 20 —
214 —
FHITEFRE L Other emoluments for non—-executive directors
FEFNITE B 2 H 0 5 B and independent non-executive directors — =
BITE F 2 H b 5 B Other emoluments for executive directors
EAREH S MOERL basic salaries and allowances 379 378
B ARAE ) 5T 4L 5K retirement benefits scheme contributions 21 18
400 396
W B 2 H A E B Other emoluments for independent supervisors — —
BE = 7 H fth 5 B Other emoluments for a supervisor
BEXRE & KOER basic salaries and allowances 70 75
AR URTE T FT S 4 retirement benefits scheme contributions 5 5
75 80
HE-_ZTTNF+-_A=+—H For the year ended 31 December 2004, basic salaries and allowances
IEFEE  INF=HTEE2 paid to the three executive directors were RMB141,000, RMB 128,000
EXFeREUDFIABARE and RMB110,000 respectively; while contributions to retirement
141,000t + A K # 128,000 benefits scheme for the three executive directors were RMB7,000,
7T - AR¥110,0007T © M¥E = RMB7,000, and RMB7,000 respectively. For the same year, basic
LFNITE B 2 RARBH T8 2 # salaries and allowances paid to one supervisor was RMB70,000 while
FAlS R A AR7,0000T © A contributions to retirement benefits scheme for the supervisor was
R #7,0007T & AR ¥7,0007T ° RMBS5,000.
BF I F—(EEZEARE
® KORRL A ARH70,0007T -
EA AR 15 =y o P o
A= AR ¥5,0007T °
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For the year ended 31 December 2004

DIRECTORS’, SUPERVISORS’ AND EMPLOYEES" EMOLUMENTS
(CONTINUED)

For the year ended 31 December 2003, basic salaries and allowances
paid to the three executive directors were RMB140,000, RMB128,000
and RMB110,000 respectively; while contributions to retirement
benefits scheme for the three executive directors were RMB4,000,
RMB7,000 and RMB7,000 respectively. For the same vyear, basic
salaries and allowances paid to one supervisor was RMB75,000 while
contributions to retirement benefits scheme for the supervisor was
RMB5,000.

The five highest paid individuals included three directors (2003:
three), details of whose emoluments are included above. The
emoluments of the remaining two individuals are as follows:

—ZEENF —ET=F
2004 2003
AR¥® T AR TFT
RMB’'000 RMB’000

{=g=| Employees
EARE & NMEB basic salaries and allowances 206 214
RRTE BT B 3K retirement benefits scheme contributions 5 5
211 219

RZMESFE - ANEEILER T
NEeRHFAL(BREE E=F
KB 8) SIMEMFB - (FRHE
MAERINARE B 2 R
ERMR 2 AE EEREEN
% B F E B E T -

During both years, no emoluments were paid by the Group to the five
highest paid individuals (including directors, supervisors and
employees) as an inducement to join or upon joining the Group or as
compensation for loss of office. None of the directors and supervisors
has waived any emoluments during either year.
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For the year ended 31 December 2004

—TETNEER

8. HMBMA 8. FINANCE COSTS
—EEMEF —TT=F
2004 2003
AREFTT AR®For
RMB’000 RMB’'000
ARAFRNBHEER Interest on bank borrowings wholly repayable
ZIRTEEF A within five years 1,941 2,270
= O N o Less: amounts capitalised (734) —
1,207 2,270
AAFREREERAF ZEE Borrowing costs included in the cost of qualifying assets during the
RAZRE —REE - WIRZEE year arose in the general borrowing pool and are calculated by
AXAFEERLI% (T =F : applying a capitalisation rate of 4.9% per annum (2003: nil) to
E)FTHE o expenditure in such assets.
9. WA 9. TAXATION
—EEMEF —EE=F
2004 2003
AR T AREFT
RMB’000 RMB’000
XHBE The charge comprises:
B AT 1S R PRC income tax (2,716) (2,834)
EEFIEE E (Ffat16) Deferred taxation credit (Note 16) 73 83
(2,643) (2,751)
R B BT 15 A AR 4% R B AR B DA Il 2 PRC income tax is calculated at the rates prevailing under the relevant
ERBRERAMEE - laws and regulations in the PRC.
BEFBBEER - ARG EH The Company is recognised as a high-technology company according
TEARIMRMEE - WK15%E to PRC tax regulations and is entitled to a preferential tax rate of
B EBNETISH - 15%.
A )M B A BB IR 33 % 8 4 The Company’s subsidiaries are subject to a PRC income tax rate of
BIATISH - EREERPREEK 33%, except Nanjing Golden Dragon Software Company Limited,
HEENEREETRHERA A being a qualified PRC software enterprise, which is entitled to
A BB AR A = F S R R E exemption from PRC income tax for two years commencing from its
BHREPEFER - B =(EF first profit-making year of operation and thereafter it will be entitled
J€ 7] % 50%.2 R (T % WO to a 50% relief from PRC income tax for the following three years
®]) - ZHBRARIN_ZEE=F (the “Tax Relief”). This subsidiary is exempted from PRC income tax in
BHREREFAEN  MR-ZZE 2003 and entitled to the 50% relief in 2004.
PO 4F B 50% 2 F0 R °
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HE-_ZTZWNF+-_A=+—HLLFE

For the year ended 31 December 2004

9. MHE (&) 9. TAXATION (CONTINUED)
MAREE 2 ZH RN BRI S The charge for the year is reconciled to the profit per the income
= Pl 51 A1 G 6 statement as follows:
—EENMF —TT=
2004 2003
AR¥ETFTT AR%FIT
RMB’000 % RMB’000 %
Bk 4 AT i 7 Profit before taxation 20,616 23,610
BBEAGHE15%2HIE  Tax at the domestic income
tax rate of 15% 3,092 15.0 3,542 15.0
P& & FE AR Bl g A B A 7] Tax effect of expenses that
HBz AT 2B E are not deductible in
determining taxable profit 662 3.2 364 1.5
R EHE e R B F B Tax effect of income that
FRERBAZR B E are not taxable in
determining taxable profit (1,125) (5.5) (364) (1.5)
Tt WO, % 2 5 & Effect of the Tax Relief — — (981) 2)
MBRRTRAME 2 FE Effect of the different tax
rate of a subsidiary 14 0.1 190 0.8
FABBRZ RERH X Tax expense and effective
tax rate for the year 2,643 12.8 2,751 11.6
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For the year ended 31 December 2004

10. RE 10. DIVIDENDS
—FENF —TT=F
2004 2003
AR¥FT AREFT
RMB’000 RMB’000
TR Ordinary Shares:
BEAERE — Final, proposed — RMBO0.10 per share

BRAR®O0.10T (2003:nil)

(ZZ2T=F: 8) 6,450 —
EECESEAHREERARE The final dividend of RMBO0.10 per share (2003: nil) has been
010 (=T =F : &) » WA proposed by the directors and is subject to approval by the
ERRNEERFBFRE -8t shareholders at the forthcoming annual general meeting.

o

1. BREF 11. EARNINGS PER SHARE
BAREARE T TH 1R 58 A% 3R 4G 4 The calculation of basic earnings per share is based on the profit
AR %18,005000T (=2 F attributable ~ to  shareholders of = RMB18,005,000 (2003:
=% : AR#¥20,607,0000T) & RMB20,607,000) and the weighted average number of 55,922,000
FARBEEITRMD < INHEFHE (2003: 45,000,000) shares in issue during the year.
55,922,000 (=TT = F :
45,000,0008%) 5 & -
BHREBE-_ZTTNF+=_A= Diluted earnings per share is not presented for the two years ended
+— B I REEE A 31 December 2004 as there were no potential ordinary shares in
MR MW EENNZMEEE 2 existence for both years.
BREFERA -
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For the year ended 31 December 2004

12. N¥ - -BERKHE 12. PROPERTY, PLANT AND EQUIPMENT
B £8
THRETF k#EE RE HENEEE RBIFIR 5t
Furniture,
Land and fixtures and Motor Leasehold Construction
buildings  equipment vehicles improvements  in progress Total
AREFT ARETT AREFr ARETT AREFTT ARETT
RMB’000 RMB'000 RMB000 RMB’000 RMB’000 RMB’000
iS- . | THE GROUP
RA CosT
RZZZME—-A—H At 1 January 2004 8,620 2,699 2,251 — 11,484 25,054
RE Additions = 542 520 = 44,491 45,553
B Transfers 19,821 13,284 = 16,109 (49,214) —
RE Disposals — — (119) — — (119)
RZZEZQNF At 31 December 2004
+-A=1+—H 28,441 16,525 2,652 16,109 6,761 70,488
TERBH DEPRECIATION AND
AMORTISATION
RZZETNE—-A—H At 1 January 2004 50 1,692 1,382 = — 3,124
FNEE Provided for the year 350 793 291 690 — 2,124
R B B85 Eliminated on disposals — — (107) — — (107)
RZZEENE At 31 December 2004
+-A=+—-8 400 2,485 1,566 690 — 5,141
EEFE NET BOOK VALUES
RZZEENE At 31 December 2004
+-A=+—-8 28,041 14,040 1,086 15,419 6,761 65,347
R-ZEZT=F At 31 December 2003
+-A=1+—H 8,570 1,007 869 = 11,484 21,930
PN THE COMPANY
RA CosT
RZZETNE—-A—H At 1 January 2004 8,620 1,595 1,193 = 11,484 22,892
RE Additions — 542 520 — 44,491 45,553
28 Transfers 19,821 13,284 — 16,109 (49,214) =
RZZEENE At 31 December 2004
+-A=+—-8 28,441 15,421 1,713 16,109 6,761 68,445
FERES DEPRECIATION AND
AMORTISATION
RZZTTNE—-A—H At 1 January 2004 50 895 375 — — 1,320
FREE Provided for the year 350 662 252 690 — 1,954
RZZEENEF At 31 December 2004
+-A=+—-8 400 1,557 627 690 — 3,274
EETE NET BOOK VALUES
RZZEENEF At 31 December 2004
+-A=+—8 28,041 13,864 1,086 15,419 6,761 65,171
R-ZEZT=F At 31 December 2003
+-A=1+—H 8,570 700 818 = 11,484 21,572
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HE-_ZTNF+_A=+—HIEFE For the year ended 31 December 2004

12. Y% BERRZMHE (&) 12. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
REBMRPE 2 THREFT) The Group’s land and buildings which are situated in the PRC are held
AR ER i MR A o under medium term land use rights.
R-ZEZENME+ A= Jr B At 31 December 2004, government grants of RMB600,000 (2003: nil)
AR¥600,000 (ZEZ =4 : has been deducted from the cost of buildings. Also, included in cost
) Zﬂlﬁﬁﬂﬁafiﬁ%?—Z}ﬂZ$ of buildings is net interest capitalised of RMB734,000 (2003: RMB nil).

R o AN BFERANMBIEE
Kbz F BFE AR 734,000
T(ZBR=F: AR -

13. RMBARIZRE 13. INVESTMENTS IN SUBSIDIARIES
¥ NN
THE COMPANY
—EEMEF —EET=F
2004 2003
AR®F AR Fr
RMB’000 RMB’000
FELEMERTR - Unlisted capital contributions, at cost
B A E 23,300 23,300
KRR ZHBA R B Details of the Company’s subsidiaries, both of which are established
R EMBREELA - AR and operated as limited liability companies in the PRC, directly held by
RIEEFA R ERERELH the Company and engaged in the provision of video security system
REBAFTR - ZEWBRAAR solutions, at 31 December 2004 are as follows:
—EENFEF_A=+—RAZHF
BT
1k & it & A
X3 B = ¢ EHEZ LA
2 & it & AR Proportion of
MELR &R Date of Fully paid nominal value of
Name of subsidiary establishment registered capital registered capital
AR=BREEEARIREERAQA “TETF=A+—AH ARM 220000005 80%
(Nanjing Sample Information System 11 March 2000 RMB22,000,000
Engineering Company Limited)
AREERAGARAF —TT—F+—A+H AK¥%6,0000007T 95%

(Nanjing Golden Dragon Software 7 November 2001 RMB6,000,000
Company Limited)
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For the year ended 31 December 2004

14. 17 &1 14. TECHNICAL KNOW-HOW
REE KA FE
THE THE
GROUP COMPANY
AREFT AR TFT
RMB’000 RMB’000
B AR COST
R-—_EZ=%F—H—H At 1 January 2003,
— =4 31 December 2003 and
+-—A=+—H8x~ 31 December 2004
—EETF
+—_A=+—H 8,000 1,000
e AMORTISATION
R-ZEE=F—H—H At 1 January 2003 4,917 950
1A Amortised for the year 1,450 50
RZET=F At 31 December 2003
+=—A=+—H 6,367 1,000
1A Amortised for the year 1,633 —
RZZEZTPF At 31 December 2004
+=—A=+—H 8,000 1,000
REE CARRYING VALUE
RZZEZTPF At 31 December 2004
+—_RA=+—8H — —
R-_ZBT=4F At 31 December 2003
+=-—F=+—8H 1,633 —
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For the year ended 31 December 2004

15. BHE 15. GOODWILL
AR¥ T

REE THE GROUP RMB’000
5% COST
R-_ZTEZE=%F—HF—H At 1 January 2003,

—TEZ =4 31 December 2003 and

+—A=+—HEK 31 December 2004

—EETP4E

= H=F—H 676
# o5 AMORTISATION
R-ZEE=F—H—H At 1 January 2003 135
F N Amortised for the year 135
RZEZT=F At 31 December 2003

+=ZA=+—H 270
O A B 5 Amortised for the year 135
R-_EZTWMF At 31 December 2004

+=ZA=+—H 405
FREE CARRYING VALUE
R-_ZEZTWMF At 31 December 2004

+=ZA=+—H 271
RZEE=F At 31 December 2003

+=-—A=+—H 406
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Goodwill is amortised on a straight line basis over its useful economic
life of five years.



HE-_ZTWNF+_A=+—HIEFE For the year ended 31 December 2004

16. EEBEEE 16. DEFERRED TAX ASSETS
ATAAEERARRIERZE The followings are the major deferred tax assets recognised by the
EREHREBEERRFRNZE Group and the Company and movements thereon during the year:
& -
ERUpiE:E ¥ BEXE RERER REERE REEE At
Amortisation Allowance  Allowance
of technical Pre-operating for bad and for
know-how expenses doubtful debts inventories Tax losses Total

ARBTL ARETT ARETT ARETET ARETLT ARETT
RMB000 RMB'000 RMB'000 RMB’000 RMB-000 RMB000

5@ THE GROUP
R-_ZEZE=F—F—H At 1 January 2003 439 80 93 75 171 858
ENRWEEA () Credit (charge) to income
for the year 116 (26) — 7) — 83
& BB A A) B 8 Eliminated on disposal of
a subsidiary — — — — (171) (171)
RZZT=F At 31 December 2003
+ZRA=+-8H 555 54 93 68 — 770
FARKERGA (Z#) Credit (charge) to income
for the year 58 (10) — 25 — 73
RZZZMF At 31 December 2004
+=ZA=+—8H 613 44 93 93 — 843
YN THE COMPANY
R-ZZEE=%—-H—AH At 1 January 2003 439 80 93 75 — 687
FARKERG A (Z#) Credit (charge) to income
for the year 116 (26) — 7 — 83
RZZEE=F At 31 December 2003
+=ZA=+—8H 555 54 93 68 — 770
ENRWEEA () Credit (charge) to income
for the year 58 (10) — 25 — 73
RZZZME At 31 December 2004
+ZRA=+-H 613 44 93 93 — 843
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For the year ended 31 December 2004

17. & 17. INVENTORIES
—EENF —EET=F
2004 2003
AR¥Frx AR TFT
RMB’000 RMB’000
rEH THE GROUP
BREGER  ZHER Computer hardware products,
B EM equipment and software products 1,762 1,566
KAF THE COMPANY
BREGER  ZHER Computer hardware products,
B EM equipment and software products 1,717 1,566
18. ENIREFZAR 18. AMOUNTS DUE FROM CUSTOMERS FOR CONTRACT WORK
—EETNF —EER=F
2004 2003
AR FT AR For
RMB’'000 RMB’000
rEE THE GROUP
EECEEZAEHKAK Contract costs incurred to date 59,352 48,728
EHERAEFEE R EIE  Recognised profits less recognised losses 26,916 17,158
86,268 65,886
W REEEHRKRE Less: Progress billings (80,001) (63,257)
6,267 2,629
AN THE COMPANY
ESEEZEHKA Contract costs incurred to date 58,842 46,824
ERERAFEE EREIE Recognised profits less recognised losses 26,486 16,070
85,328 62,894
B REREERERE Less: Progress billings (79,061) (60,265)
6,267 2,629
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19. EWESREMEBRR

19. TRADE AND OTHER RECEIVABLES

For the year ended 31 December 2004

—EEMF —EET=F
2004 2003
AR¥TT AREFIT
RMB’000 RMB’000

KE THE GROUP
B E 5B Trade receivables 29,339 29,421
H fth & SR IB Other receivables 3,759 7,439
FHER 2 BN KA Prepayments to suppliers 780 3,433
33,878 40,293

BEPZNRGEREBUEERIZ
ENR —RERERHLE
180R A3 - HETHATF KR
oh e MEERRKE ZRKZER
oM e

Payment terms with customers are mainly on credit together with
deposits. Invoices are normally payable within 180 days of issuance,
except for certain well-established customers. The following is an
aged analysis of trade receivables at the balance sheet date.

rEE

THE GROUP
—EENEF —ET=F
2004 2003
AREFT AR®F T
RMB’000 RMB’000

BRES - Aged:

0290H 0 — 90 days 22,200 29,421
912 180H 91 — 180 days 6,708 —
181£365H 181 — 365 days 431 —
29,339 29,421

Nanjing Sample Technology Company Limited
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For the year ended 31 December 2004

200 ERESREMEKRIK 20. TRADE AND OTHER PAYABLES

—ETNE —EE=F
2004 2003
AR¥FT AR T T
RMB’000 RMB’000

KEH THE GROUP
BB 5 BRK Trade payables 17,104 8,245
H b JE 1 518 Other payables 9,232 5,968
26,336 14,213

REEHENE SRR ZRED

The following is an aged analysis of trade payables at the balances

WaT sheet date:
—ZENF —EFE=F
2004 2003
AR¥Frx ARMTFT
RMB’'000 RMB’000
rEE THE GROUP
AR - Aged:
02 30H 0 — 30 days 8,766 4,554
312 60H 31 — 60 days 2,379 446
612 90H 61 — 90 days 1,551 337
90H A Over 90 days 4,408 2,908
17,104 8,245
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For the year ended 31 December 2004

21. BHRITER 21. SHORT-TERM BANK LOANS
AEERAERAF
THE GROUP
AND THE COMPANY
—EEMEF —TT=F
2004 2003
AR T AREFT
RMB’000 RMB’000
EEABITER Unsecured bank loans 30,000 25,000
RITERRBER - AR —FRA The bank loans are unsecured and repayable within one year with
Laﬁﬁszﬁﬁ M5 F a8 e interest charged at the prevailing market rates.
22. RMEBITER 22. LONG-TERM BANK LOANS

ﬁEﬁ%%’KTﬁfﬁkﬁ%ﬂ‘ ETE
AR T 5 AR EE

The bank loans carry interest at the prevailing market rates and are
repayable as follows:

AEERAERAF
THE GROUP
AND THE COMPANY
—EEMEF —EET=F
2004 2003
AR®F AR®For
RMB’000 RMB’000
—&R Within one year 5,000 —
—EWE Between one to two years 10,000 5,000
“EZREF Between two to five years — 10,000
15,000 15,000
B mBAEET Less: Amount due within one year shown
FIRR—4FR under current liabilities
Mz (5,000) —
—FRIHB e Amount due after one year 10,000 15,000

3/\T\?<

N—="=

F+-—A=+—H" &

TEF (Erh AR EE5,000,0007T 2 A
Eﬂ%ooooooo ANRIR=ZETH
F+ARZEERFNAEBE) A
I RS AR B R A
AARBRRER =SB EERR

RA([ZBEE]) 2HER - F
A RITEMER =8 RE 2 ER
WA R BIE DB R PAIER =

MRARRREERERDA

The bank loans, of which RMB5,000,000 and RMB10,000,000 are
repayable in October 2005 and June 2006 respectively, are unsecured,
carry interest at the prevailing market rate and are wholly guaranteed
by the Company’s shareholder, Nanjing Sample Technology Group
Company Limited (“Sample Group”) at 31 December 2003. During
the year, the bank released the guarantee from Sample Group and
was substituted by guarantees in form of the Company’s credit upon
the listing of the Company’s securities on the GEM of the Stock
Exchange.
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For the year ended 31 December 2004

23. ®&X 23. SHARE CAPITAL
RHHE &8
Number of shares Amount
nER HER @t nER HER @t
Domestic Domestic
shares  H shares Total shares  H shares Total
ARETT ARETT AREFT
RMB’000  RMB’000  RMB'000
= BRITRAR Registered, issued and fully paid,
EREEAR®EI0T with par value of RMB1.0 each:
R=ZZLT=F—-F—-H" At 1 January 2003
—TT=F+ZA=1—H and 31 December 2003 45,000,000 — 45,000,000 45,000 — 45,000
RZZEZNESANA Issue of new H shares upon listing
B R AR L B B AT AT HAR on the GEM on 9 June 2004 — 19,500,000 19,500,000 — 19,500 19,500
BRETEAENER Conversion of certain state-owned
AHEK domestic shares to H shares (900,000) 900,000 — (900) 900 —
RZZTETWNEF-A=+—H At 31 December 2004 44,100,000 20,400,000 64,500,000 44,100 20,400 64,500

NEREHBESE B AR A RAR 2 &
B - A HIRREBREFE - R
Fl - 8P BERIMERBIR ZEA
IEARAANBTRBLEE  MAA
BARERTE (FE RFIRkaE
BRON ZEANXBRARARERE
REE -HERZMAEBRESAKRRR
BT AT - A& B2 A B S A
BARRAIAARESAS o B XAt
EFH o REREREHBRR &5 HY
FERES#EE  BRBIAEIR - K
NEELMBEREXDIRERRSHE
A
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Domestic shares and H shares are both ordinary shares in the share
capital of the Company. However, H shares may only be subscribed
for by, and traded in Hong Kong dollars between legal or natural
persons of Hong Kong, Macau, Taiwan or any country other than the
PRC. Domestic shares, on the other hand, may only be subscribed for
by, and traded between legal or natural persons of the PRC (other
than Hong Kong , Macau and Taiwan) and must be subscribed for
and traded in Renminbi. All dividends in respect of H shares are to be
paid by the Company in Hong Kong dollars whereas all dividends in
respect of domestic shares are to paid by the Company in Renminbi.
Other than the above, all domestic shares and H shares rank par
passu with each other in all respects and rank equally for all dividends
or distributions declared, paid or made.



24.

E-RETMFT-AS+-HILFE

fB I

BREARRRER _-ZTWFN
AZTEARBERE A EZ
RA T BB R AT &) (TR B #E 5t
g ARABARAARBDEES
(EFe) RRYUAKER(F
HERzAKEETAZBES
E= (BREIFATEZRBIIE
MITER) REBREITEREE0
NI EZ RBEE - RAEM
BE(BXEREAM) REXHH

DA - HER  RKE R
F - agBHRRERTEE &
HRBARRAIHR 2 B - K
EREHMELEREUET -

BRES AR PH —FTFTN
FOA-—+MHBEREFRB+F -

BEERBRAAAIREZTENE 2B
WW%Hﬁﬁ%h% HE RS R
WARTTEE 2 A B X H B E
EHEFAEZNTF -

1515 B8 AR 5T SR BB HAR 2 B 4%
Bre L LROREL B (BA
EEH)HBREB IS ERE
REFMZWTE  (NEERD
B B9 AT 7 8 & 3= B HAR TR 5t 32 BT
BHBRER LB ZFEFHET
& R(iHBRZEEBE (UARSE
RAE) o

AW m2EEBPEERARN
REKZZEE - Y EERABK
BRBHR - RMIABA2EE TS
TTIERBEE  BHE ¢

iy REABEDEDEDKED
PRl BB R s A B A
MZEERRBBREEHRZ
WITR H AR A B HMU
M 2R KRB B 1% R
BRERRE - &

24.

For the year ended 31 December 2004

SHARE OPTION

Pursuant to the Company’s share option scheme approved by a
resolution of the shareholders of the Company dated 24 April 2004
(the “Share Option Scheme”) , the Company may grant options to
any full-time employees, directors (including non—executive directors
and independent non-executive directors) and part-time employees
with weekly working hours of 10 hours and above of the Group and
any advisor (professional or otherwise) or professional consultant,
distributors, suppliers, agents, customers, joint venture partners,
service providers which, in the opinion of the Company’s board of
directors (the “Board”), has or had made contribution to the Group
the option to subscribe for the H shares in the Company for a
consideration of HK$1 for each lot of share options granted.

The Share Option Scheme will remain valid for a period of ten years
commencing on 24 April 2004. Option granted are exercisable at any
time during a period to be notified by the Board to each grantee
provided that the period within which the option must be exercised
from the date of grant of the option to not more than ten years from
the date of grant of the option.

The subscription price for H shares under the Share Option Scheme
will not be less than the higher of (i) the closing price of the H shares
as stated in the Stock Exchange’s daily quotations sheet on the date
of grant, which must be a business day; (ii) the average closing price
of the H shares as stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately preceding the date of
the grant; and (iii) the nominal value of a H share.

However, for the participants who are PRC nationals or enterprises
established in the PRC and have taken up any options to subscribe for
H shares, they shall not be entitled to exercise the options until:

(i)  The current restrictions imposed by the relevant PRC laws and
regulations restricting PRC nationals or enterprises established in
the PRC from subscribing for and dealing in H shares or any
laws and regulations with similar effects have been abolished or
diminished; and
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BB (4]) 24.

(i PEEFEEEREZES
3 B A K At B B T i
B EEITEREERE
FTEIRE 2 B EmET
FTHAZ ©

BRSO S B AT - SRR
BEREBERBRESE DR -

For the year ended 31 December 2004

SHARE OPTION (CONTINUED)

(i)  The China Securities Regulatory Commission or other relevant
government authorities in the PRC have approved the issue of
new H shares upon the exercise of any options which may be
granted under the Share Option Scheme.

No options have been granted by the Company under the Share
Option Scheme since its adoption.

25. f#fE 25. RESERVES
R 17 4 B EEAES EEATE R &% F ot
Statutory Statutory
Share surplus welfare Retained
premium reserve fund profits Total
ARETFT ARBEF T ARBEF T ARETFT AR TFT
RMB’000 RMB’000 RMB’'000 RMB’'000 RMB’000
NN THE COMPANY
N—ZFZ=F—H—H At 1 January 2003 = 931 466 7,402 8,799
F AT Net profit for the year — — — 14,847 14,847
o Transfers — 2,167 1,083 (3,250) —
RZZE=F At 31 December 2003
+ZA=1+—8H — 3,098 1,549 18,999 23,646
BITHIRFTEA 2% @ Premium arising on issue
of H shares 66,280 — — — 66,280
BATHIRFTEA 2 Expenses incurred on issue
of H shares (13,639) — — — (13,639)
E X 4 A Net profit for the year — — — 16,742 16,742
% Transfers — 1,900 950 (2,850) —
RZZEZTMF At 31 December 2004
+-A=+—8” 52,641 4,998 2,499 32,891 93,029
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As stipulated by the relevant laws and regulations in the PRC, the
Company is required to set aside 10% of its profit after taxation for
the statutory surplus reserve (except where the reserve has reached
50% of the Company’s registered capital) and 5% to 10% of its
profit after taxation for the statutory welfare fund.



HE-_ZTZWNF+-_A=+—HLLFE

25.

& ()

RIEARBRARERZIRE &
ERABESEARRO)BHEFE
B (NEARE (EEHERA
R ARG ORBERALE - TR
EREE ZHBREIFLRA
NEGEMEARZ25%) ¢ H(i)#&
FTEEXR -

AERGSEARARRZETIRT
ABMZA BEAME -

RIBEARBRARERZIMATE - #
2 BC & Z BR B 1808 ) S A5 A5
AR IR (i) B & 5 22 R B AR 151 R (i)
B % B 7% ER #R2E RIS A 2 B AR £
EmARES 2 BN SR ERIEE
(AL ERE) -

EERE AIELSRTREZHE
BER_ETTNE+_-_A=1+—8
= AR #32,891,000T (— 2=
=4 : AR#¥18,847,0007T) °

25.

For the year ended 31 December 2004

RESERVES (CONTINUED)

According to the Company'’s Articles of Association, statutory surplus
reserve can be used to (i) make up prior year losses; (ii) convert into
capital, provided such conversion is approved by a resolution at a
shareholders’ meeting and the balance of the statutory surplus
reserve does not fall below 25% of the Company’s registered capital;
or (iii) expand production operation.

The statutory welfare fund, which is to be used for the welfare of the
staff and workers of the Company, is of a capital nature.

In accordance with the Company’s Articles of Association, the profit
after taxation for the purpose of appropriation will be deemed to be
the lesser of the amounts determined in accordance with (i) PRC
accounting standards and regulations and (i) either International
Financial Reporting Standards or overseas accounting standards of the
place in which the Company’s shares are listed.

In the opinion of the directors, the reserve available for distribution to
the shareholders at 31 December 2004 amounted to RMB32,891,000
(2003: RMB18,847,000).
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For the year ended 31 December 2004

26. HE—FXHWELH DISPOSAL OF A SUBSIDIARY
RZTZE=F—H N&EBER In January 2003, the Group disposed of its indirect subsidiary
& A R % 540,000t () & H & # Shanghai Common Data Technologies Company Limited to an
MEAR eSS —SEBRAR independent third party for a consideration of RMB540,000.
F—BMEZF o
—EEMF —ET=F
2004 2003
AREFTT AR®For
RMB’000 RMB’000
HECZEEFHE : Net assets disposed of:
mE - BERZE Property, plant and equipment — 110
EER IR A E Deferred tax assets — 171
FEWE 5 & H fib BR 3K Trade and other receivables — 382
RITHBRR S Bank balances and cash — 3
FE T & 5 K H h BR 3K Trade and other payables — (115)
DB R Minority interests — (152)
FEE Net assets — 399
HE—ZXKBARZUWE Gain on disposal of a subsidiary — 141
— 540
AR : Satisfied by:
FriiR € KB Cash consideration received — 540
LEWRBRAAREEZ Analysis of net inflow of cash and
RekREEEY cash equivalents in connection with
MAFEEDHT the disposal of the subsidiary:
FriiE € K& Cash consideration received — 540
HEZRITEHRERES Bank balances and cash disposed of — (3)
k=N =N Net inflow of cash and cash equivalents in
EEzBEe kRS connection with the disposal of the subsidiary
EEBYMRANFR — 537
T EZHBAREAERZ & The subsidiary disposed of did not have any significant impact on the
EEERECMNEATE - Group’s operating results.
80 | EER=ENERABERAT
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For the year ended 31 December 2004

27, REBPOEE 27. OPERATING LEASE COMMITMENTS
REZR - NREBERAQAGRE At the balance sheet date, the Group and the Company was
TRAEEE 2 8 2 A B T R 18 committed to make the following future minimum lease payments in
FARTIFEXNBREZZ&KIE respect of land and buildings rented under non-cancellable operating
T4 AHE - leases which fall due as follows:
—EEMF —ET=F
2004 2003
AR FT AR®For
RMB’000 RMB’000
rEE THE GROUP
—&FR Within one year 85 580
v NVNE| THE COMPANY
—& R Within one year 85 461
28. BEAXREIE 28. CAPITAL COMMITMENTS
AEERAERA T
THE GROUP
AND THE COMPANY
—EENmEF —TE=F
2004 2003
AR T AR Fr
RMB’000 RMB’000
HWEDE  BE K Capital expenditure contracted for but
FEEFTAERR not provided in the financial statements
W mREEZ in respect of the acquisition of property,
BEARMAZ plant and equipment 7,590 11,218
29. ERKERFE 29. RETIREMENT BENEFITS SCHEME

AEBEZRERETFEBMAMEE
BREBRKEFFTEIZKE -
AEEEARREHEZETAD
Le$ R R AR IS &I A B BY 18
) o ANSR B R AR R R8I 2 M
— B E AR BB FT R E (1

=
AN

The employees of the Group are members of the state-managed
retirement benefits scheme operated by the PRC government. The
Group is required to contribute a certain percentage of its payroll to
the retirement benefits scheme to fund the benefits. The only
obligation of the Group with respect to the retirement benefits
scheme is to make the required contributions under the scheme.
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For the year ended 31 December 2004

30 BEAETRS 30. RELATED PARTY TRANSACTIONS

a) FWN - AEBEHEEEADFR a) During the year, the Group has the following significant
ETUTEARS : transactions with related companies:
AEE
THE GROUP
—FEmNF —TT=F
2004 2003
BEARER REME AR®FTT AREF T
Name of related companies Nature of transactions RMB’'000 RMB’000
KR
Shareholders:
—Bf£HE 2 WA B WA (BEHER5%F B
EER) (M)
Sample Group Interest income received, net of 5% 799 —
PRC business tax (note i)
AR=BEMREBAERAR EfNMEBE (K atii)
Nanjing Sample Technology Property rentals paid — 104

Commerce City Company Limited

(note ii)

ot -

i FABARSRAEEL
SEERTTIBAE
=

i RERPEEAREER
ERAEMRGE BN
G

b) W' ARAIHE=Z%H
BRETKE  ZREAEE
& %A A R 29,506,000
TC o RAEEA - REFRX
5.22% B - WARRH
ERFEE - 2 AXREE
RZZEZEWNE+ A=+
—HEHEE mMRZ=Z
TNFE+—_A=+—HFK
B8 2 5 AR 841,000
TTRERFE - BERFEE
HieBHEER -
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Notes:

i Interest income is calculated with reference to the principal outstanding

and at the prevailing market rate.

ii. These transactions were carried out on terms mutually agreed between the

Group and the related company.

b)  During the year, the Company had a current account, which was
unsecured, bearing interest at 5.22% per annum and repayable
on demand, with Sample Group with a maximum amount
outstanding at RMB29,506,000. The current account was fully
settled at 31 December 2004 and the balance of RMB841,000
outstanding at 31 December 2004 represents the interest
receivable which was also fully settled subsequent to the year

end date.
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For the year ended 31 December 2004

30. RELATED PARTY TRANSACTIONS (CONTINUED)

)

The Company and Sample Group entered into a licence
agreement on 1 January 2001 pursuant to which Sample Group
agreed to grant a licence to the Company for the use of the
trademarks “W” and “MR" at nil consideration with effect
from 1 January 2001. Pursuant to a supplemental agreement to
the licence agreement dated 2 April 2004 (”Supplemental
Agreement”), Sample Group irrevocably agreed to grant a
licence to the Company for (i) the use of the trademark M
and (ii) the exclusive use of the trademark “#fR" in connection
with the services included in class 42, which includes computer
rental, computer programming, computer software design,
updating of computer software, rental of computer software,
consultancy in the field of computer hardware, leasing access
time to computer database, at nil consideration. The licence
period for (i) commences retrospectively on 1 January 2001 until
31 July 2008 whilst the licence period for (ii) commences
retrospectively on 1 January 2001 until the earlier of (a) 31 July
2008; and (b) the date when the necessary procedures for the
transfer of the trademark have been completed pursuant to the
exercise of the option under the trademark option agreement
dated 1 August 2003. Under the Supplemental Agreement,
Sample Group retains the right to use the trademark M in
connection with services included in class 42 and the Company
was granted a pre—emptive right to acquire the trademarks
”W" and “MR" should Sample Group intend to transfer the
same to third parties under the same terms and conditions after
the expiry of the Supplementary Agreement.
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For the year ended 31 December 2004

30. RELATED PARTY TRANSACTIONS (CONTINUED)

In addition, the Company and Sample Group entered into a
trademark option agreement dated 1 August 2003 pursuant to
which an option was granted to the Company by Sample Group
exercisable from the date of the trademark option agreement to
31 July 2008 (“Option Period”). During the Option Period, the
Company may, by written notice, request Sample Group to
the trademark “i#fR” to the Company at nil
consideration.

transfer

d R#EER A£EEEFETE d) At the balance sheet date certain of the Group’s short—term
HIRITERRBBEERF bank loans are secured by guarantees given by related
R 2 EREERR companies:
—FENF —TT=F
2004 2003
AR¥FT AR®F T
RMB’000 RMB’000
= EEBEIRME ZEIR Guarantees given by Sample Group 20,000 —
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Results

Turnover

Profit from operations

Profit before taxation

Profit before minority interests

Minority interests

Net profit for the year

Earning per share — Basic
(RMB cents)

—EENE —TT-F —TT—F

2004

ARETFT
RMB’000

77,439
21,823
20,616
17,973

32
18,005

32.20

2003
ARBTT
RMB’000

61,836
25,739
23,610
20,859
(252)
20,607

45.79

2002

ARETT
RMB’000

62,175
17,915
15,315
12,813

(250)

12,563

27.92

RMB’000

32,715
1,556
910
120
(55)
65

0.14

EEHAE

FRBEE
MBEE
nBAE
MBEEFE

Assets and liabilities

Non-current assets
Current assets
Current liabilities
Net current assets
Net assets
Shareholders’ funds

—sEng
2004

AR TR
RMB’000

66,461
184,609
71,324
113,285
164,971
164,971

—EE=F ZTT-F —TT-F
2003 2002 2001
ARBFT AREFT ARSFTL
RMB’000  RMB’000  RMB’000
24,739 15,972 12,662
111,304 93,574 94,070
41,411 50,621 56,236
69,893 42,953 37,834
74,825 54,218 41,655
74,825 54,218 41,655

Nanjing Sample Technology Company Limited
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NOTICE IS HEREBY GIVEN that the Annual General Meeting (the “Annual
General Meeting”) of Nanjing Sample Technology Company Limited* (the
“Company”) will be held at Digital Conference Room, 3/F, Maqun
Technology Park, 1 Huangzhuang Road, Qixia District, Nanjing City, Jiangsu
Province, the PRC on Thursday, 19 May 2005 at 9:00 a.m. for the following
purposes:

To consider and, if thought fit, pass the following ordinary
resolutions:

(1)  To consider and approve the report of the directors of the
Company for 2004,

(2) To consider and approve the report of the supervisory
committee of the Company for 2004;

(3) To consider and approve the audited consolidated financial
statements of the Company and its subsidiaries for 2004;

(4) To consider and approve the distribution proposal for the
proposed final dividend of 2004;

(5) To consider and approve the proposal of withdrawal of statutory
common reserve and statutory public welfare fund for 2004;

(6) To consider and approve the proposal for the appointment of
directors;

(7) To consider and approve the proposal for re-appointment of
Deloitte Touche Tohmatsu CPA Ltd. as the Company’s auditors
for the year ending 2005 and authorization of the Board to
determine their remuneration;

(8) To consider and approve the proposal of shares sub-division of
the Company; and

(9) To transact any other business.
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Il To consider and, if thought fit, pass with or without amendment, the

following special resolutions:

“That:

(a)

conditional on paragraphs (c), (d) and (e) below, the exercise by
the Board of the Company during the Relevant Period (as
defined in paragraph (f)) of all powers of the Company to
severally and jointly allot, issue and deal with the domestic
shares in the capital of the Company and/or the overseas-listed
foreign shares (H shares) in the capital of the Company be and is

hereby generally and unconditionally approved;

the approval in paragraph (a) above shall authorize the Board of
the Company during the Relevant Period to make or grant
offers, agreements or options which would or might require the
allotment and issue of domestics shares and/H shares during or
after the end of the Relevant Period;

the aggregate nominal amount of the domestics shares allotted
and issued or agreed to be allotted and issued (whether
pursuant to an option or otherwise) by the Board pursuant to
the approval in paragraphs (a) and (b) above, shall not exceed
20% of the aggregate nominal amount of the domestics shares
in issue as at the date of the passing of this resolution;

the aggregate nominal amount of the H shares allotted and
issued or agreed to be allotted and issued (whether pursuant to
an option or otherwise) by the Board pursuant to the approval
in paragraphs (a) and (b) above, shall not exceed 20% of the
aggregate nominal amount of the H shares in issue as at the
date of the passing of this resolution;

the approval in paragraph (a) above shall be exercised pursuant
to the Company Law of the PRC and shall be subject to the
approval of China Securities Regulatory Commission and/or
other relevant authorities of the PRC and/or Growth Enterprise
Market of the Stock Exchange of Hong Kong Limited;
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(f)  for the purpose of this resolution:

“Relevant Period”” means the period from the date of this
special resolution until whichever is the earliest of:

(@) the conclusion of the next annual general meeting of the
Company after passing this resolution;

(b) the expiration of the twelve-month period after passing
this special resolution;

(c)  the date on which the authority sets out in this resolution
is revoked or varied by the members of the Company by a
special resolution in general meeting.

By Order of the Board

Nanjing Sample Technology Company Limited*
Sha Min

Chairman

Nanjing, the PRC
23 March 2005

* for identification purpose only



