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

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

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

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

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

This report, for which the directors (the “Directors”) of Angels Technology Company Limited (the
“Company”) collectively and individually accept responsibility, includes particulars given in
compliance with the Rules Governing the Listing of Securities on the Growth Enterprise Market
of The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”) for the purpose of giving
information with regard to the Company and together with its subsidiaries, (the “Group”). The
Directors, having made all reasonable enquiries, confirm that, to the best of their knowledge and
belief: (1) the information contained in this report is accurate and complete in all material
respects and not misleading; (2) there are no other matters the omission of which would make
any statement in this report misleading; and (3) all opinions expressed in this report have been
arrived at after due and careful consideration and are founded on bases and assumptions that
are fair and reasonable.
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CHAIRMAN'S STATEMENT

Business review

The Group is enguyed in the provision of solutions to mechunicul und electricul frunsportution projects in the
People’s Republic of Chinu (the “"PRC"), includiny solutions for expresswuy networks toll collection system und
system integration. The Group is ulso enguyged in the research und development of hew products in the information
technoloyy industry.

The muin projects that the Group hus contracted in 2004 including:
1. Guunyzhou Expressway network toll collection system
2. Guuhyzhou Funyu Bridye toll collection system.

3. The buckup munugement plutform of three expresswuys from Guunyzhou Huunun Roud -Funyu Bridye-
North Third Ring.

4. Three newly built puthwuys und the buck server expunsion project of Guunyzhou Funyu Bridye.

5. Anhui Huizhou-Hunygzhou Expressway toll collection softwure project.
Product and development

In 2004, the Group still focused on developing the expresswuy monitoring softwure system. This product may
be widely used in mechunicul und electrical expresswuy projects, us well us expressway toll software systems. At
the sume time, the Group ulso cooperuted with various compunies to develop PDA hund-hold tolling eguipment
which is muinly used in the expresswuy emergency toll collection business, un ureu which is expected to have u
bright future prospect,

Prospect

The Group will continue fo focus on mechunicul und electricul trunsportation projects us well us the sules of
products und the development of new products in the informution technoloygy industry. In the second hulf of
2004, the Stute Council of the PRC upproved the future development outlook of expresswuy, to expund the
existing expresswuy total from 34,000 km to ubout 85,000 km, expecting investment up fo RMB2,000 billion. Some
mujor muin streum highways will strive to be finished within the next 10 yeurs, which will greutly promote the
strony development of mechunicul und electricul expresswuy enyineering und creute unprecedented murket
potentiul. Given this fuvouruble potentiul environment, the Group will ugyressively seek the opportunity to develop
und implement solutions of single or multiple expresswuy toll, communicution und monitoring systems for the
expresswuys of ull provinces.

Meunwhile, the Group ulso closely monitors the opportunity for the development of urbun truffic munugement
projects, especidlly by tuking udvuntuyes of the yreut business opportunities uvailuble during Beijing prepures for
the Olympic Gumes before 2008. The indirectly owned ussociated compuny of the Group - Smart-Mover ITS
Technoloyy Co., Limited hus luunched the mobile phone bused Comprehensive Truffic Information Service System
oh 1 Murch 2005 in Beijing City. It will contuin more contents, und will provide roud users for fruffic informaution
und positioning dutu from Beijing Public Security Bureuu of Truffic Administration viu short messuging. The Directors
huve reusons to believe thut the development of this business will provide strony support for sustuining the
heulthy development of the Group.
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Appreciation

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

Yan, Daniel X.D.
Chuirmaun

29 Murch 2005, Beijing
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~ MANRGEMENT'S DISCUSSION AND ANALYSIS

Financial Highlights

2004 2003 Chunge
HK$ 000 HK$"000

OPERATING RESULTS
Turnover 33,701 23,854 41%
Gross profit 10.478 6,189 69%
Operuting expenses 8,352 11,065 -25%
Other operuting expenses 2,221 3.976 -44%
Impuirment of inferest in un ussociated compuny 2,748 N/A N/A
Finunce costs 138 N/A N/A
Shure of losses of ussociuted compunies 1,433 1,155 24%
Loss uttributuble to shureholders (4,410) (10,0006) -56%
Loss per share - busic (2.16 cents) (6.10 cents) -58%
FINANCIAL POSITION
Total ussets 18.310 18,109 1%
Cush und bunk bulunces 4,365 3,547 23%
Shureholders’ funds 1,364 5,774 -76%
FINANCIAL RATIOS
Current ratio 1.28 0.82 56%
Geuring rutio 4.40 N/A N/A

Financial Review

The Group is ohe of the leudiny compunies enyuyed in the business of provision of frunsportation technoloyy
solutions in respect of mechunicul und electricul frunsportution projects in the PRC. Due to the successful cost
control meusures to reduce operutionul cost und the increuse of truffic projects secured by the Group this yeur,
the Group yenheruted un operuting loss of upproximutely HK$2.84 million compuared with an operuting loss of
approximately HKS$8.85 million for the yeur ended 31 December 2003, representing u sharp decreuse of
approximately HK$6.01 million. The Group’s turnover for the yeur ended 31 December 2004 wus upproximutely
HK$33,701,000 (2003: HK$23,854,000), increused by upproximately 41% comparing with last year. In respect of our
leuding network toll collecting systems, turnover of HK$6,996,000 und HK$5,416,000 wus derived from the projects
of Guunydony Expresswuy (Eust, south, und west section hetwork toll collection system) und Harbin ring Expressway
(West Section) Supervising System.

Turnover & Net Profit/(Loss)
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Consequently, the loss uttributuble to shureholders decreused from upproximutely HK$10.0 million to
upproximately HK$4.4 million wus due to effective cost control in those projects. Distribution costs for 2004 totalling
wus dpproximately HK$2,158,000 (2003: upproximutely HK$3,205,000). Administrative expenses decreused to
upproximutely HK$6,194,000 in 2004 (2003: upproximately HK$7,860,000) which wus due to the Group’s effective
meusures tuken to muximise operutionul efficiency und streumline operutionul expenses.

The munuygement understunds thut reseurch und development of truffic surveillunce softwure system is very
importunt to our Group. New und efficient softwure for trunsportution system e.y. network tolling system cun
increuse our profit margin sharply. The Group hus invested upproximutely HK$683,000 in trunsportution ureu for
the year 2004,

In July, 2004, the Group hus successfully issued u convertible hote (the “Note”) for u principul umount of
HK$4,000,000 to VC Finunce Limited. The Note beurs interest ut the rute of 4% per unnum und the Noteholder
shall have the right to convert the Note into Shures (the “Share”) of HKS 0.10 euch of the Compuny ut uny time
during the period commencing from 7 July 2004 und ending uponh on u dute fdlling 18 months therefrom. Assuminyg
the full conversion of the Note ut the initiul conversion price of HK$0.37, the Note will be convertible info
upproximautely 10,810,810 Shures (subject to udjustment), representing upproximutely 5.3% of the issued shure
cupitdl of the Compuny und upproximutely 5.03% of the enlurged issued shure cupitul of the Compuny. The het
umount received by the Compuny ufter deducting the expenses incidentul to the issue of the Note wus
upproximutely HK$3,850,000. The net proceeds were retained by the Group for general working cupitul purpose.

In October, 2004, the Group hus ucyuired 35% equity interest in Smurt-Mover ITS Technoloyy Co. Limited
("Smuart-Mover”) (u start-up business) for a totul consideration of HK$2,700,000. Smurt-Mover is principally enguged
in the provision of fruffic informution service solutions in Beijing. It is engyuyed in feediny truffic information und
positioning dutu from the Beijing Public Security Bureuu of Truffic Administration viu short-messuyging (SMS) und
multimediu. This service is successfully luunched on 1 Murch 2005.

47.7
374
33.6 Total assets
Shareholders’ funds
18.3 18 0 21.0
16.4
12.9 Total liabilities
] 5.8
1.4

©
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In December, 2004, the munhuyement of the Group performed un ussessment on the recoverubility of investment
in CTIA VSAT Network Limited. The ussessment wus bused on the value in use of the usset usinyg the present value
of estimuted future cush flow. As u result of this ussessment, the Group hus mude u full provision on this investment.

The Group udopts un uyyressive business development strutegyy with the objective of pluying un importunt
role in the transportation technoloyy solution industry in the PRC. The Group hus been implementing cost reduction
meusures to reduce operutionul costs. The Directors will continue to be vigiliunt in controlling operuting costs und
muintuining operationul efficiency with u view to muximising the profitubility of the Group

Capital structure, liquidity and financial resources

As ut 31 December 2004, the Group hud cush und cush eyuivalents umounting to u total of upproximately
HK$4.4 million. Additionully, the Group’s yeuring ratio wus 4.4, This is bused on the division of long-term debts by
shureholders’ funds. The Group’s liquidity ratio is 1.28 with ho bunk borrowingy.

The Group's bunk deposit of upproximately HKS0.7 million is pledyged to secure u performunce bond issued by
u subsidiury in connection with u contruct signed with u customer. Other thun the ubove, the Group did hot have
uny churges on its ussets during the yeur ended 31 December 2004.

Foreign currency risk

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

Contingent liabilities

As ut 31 December 2004, the Group did hot have uny muteriul contingent liubilities.
Employee information

As ut 31 December 2004, the Group employed u ftotul of 33 full-time employees which 30 members of stuff
were employed in the PRC. The Group hus entered into employment contracts with dll of its employees. The
remunerution puckuye for its stuff comprised of monthly sulary, provident fund contributions, medicul cluims,
fraining progrummes, housing ullowunce und discretionary options bused on their confribution to the Group.

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

Material acquisitions and significant investment
Suve us disclosed ubove, the Group hud ho muterial ucqyuisition or disposul of subsidiaries und uffiliuted

compunies during the yeur ended 31 December 2004 und currently it has no plan for material investments or
cupitul ussets.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

Executive Directors

Mr. YAN, Duniel X.D., uged 42, uppointed on 7 April 2000, is the Chuirmun of the Compuny. Mr. Yun is primarily
responsible for the Group’s overull strutegic plunning, business development und sules und murketing since the
estublishment of t % £ BB = B i1 % & B IR 2 7 (Beijiny Anyels Communicution Technoloyy Co., Ltd.) in 1996,
Mr. Yun, beinyg the founder of the Group, hus over 15 yeurs of experience in informution fechnoloygy industry in
the PRC, puarticularly in the ureu of struteyic plunning, business development, sules und murketing. He holds u
buchelor’s deygree in muthemutics und computer science from the Cupital University of Economics und Trude,
the PRC.

Mr. LAU, Andrew Kim, uged 36, uppointed on 7 April 2000, is un executive director of the Compuny. Mr. Luu is
primarily responsible for the Group’s overdll strategic planning uand formulation of corporute strategy of the Sales
und Marketing Operation. Mr. Lau graduuted from Dalian Maritime University, the PRC in 1992, Mr. Lauu joined the
Group in October 1996, Mr. Lau is the spouse of Ms. Shek Yinyg, Christine.

Mr. ZHU Quun, uged 42, uppointed on 11 Junuaury 2001, is un executive director of the Compuny. Mr. Zhu is
primarily responsible for the Group’s reseurch und development uctivities und munuygement of the projects. Mr.
Zhu holds u buchelor’s deygree in muthemutics und computer science from the Cupital University of Economics
und Trude. Mr. Zhu joined the Group in Muy 1996 us the yenerul munugyer.

Ms. SHEK Yiny, Christine, uged 34, uppointed on 11 Junuary 2001, is un executive director of the Compuny.
Ms. Shek is primarily responsible for the Group’s overseus business development und cooperation with foreign
business purtners. Ms. Shek holds u buchelor’s deygree in English Lunguuge und Literuture from Beijing Normul
University. After graduation in 1992, Ms. Shek worked for un information technology compuny for approximately
six yeurs. Ms. Shek joined the Group in April 2000. Ms. Shek is the spouse of Mr. Luu, Andrew Kim.

Independent Non-executive Directors

Mr. YANG Xiuopiny, uged 42, uppointed on 11 Junuaury 2001, is un independent hon-executive director of the
Compuny. Mr. Yuny is currently un executive director of Chiu Tui Enterprises Internutionul Limited, u compuny
listed on the Stock Exchunye.

Mr. ZHAO Miny, uyed 47, uppointed on 11 Junuury 2001, is un independent non-executive director of the
Compuny. Mr. Zhuo is currently the executive director of Co-winner Enterprise Limited, u compuny listed on GEM.
Mr. Zhuo holds u Muster’s deyree in Arts from the University of Texus ut Austin, the US und u buchelor’s deyree in
chemistry from Zhongshan University, the PRC.

Ms. Wu Xin, uged 35, uppointed onh 30 September 2004, is un independent non-executive director of the
Compuny. She holds u Muster deyree in Business Administration majoring in Finunce from York University, Toronto,
Cunudu und is u Churtered Finunciul Analyst, She hus been involved in the finunciul und securities industries for
over 11 yeurs, At present Ms. Wu is u director of PrimeCupitul Asiu Limited, Beijing.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

Senior Management

Mr. ZHU Jiu Wei, uyged 67, is the chief technicul consultunt of the Group. Mr. Zhu joined the Group in 1996 us
the chief technicul consultunt to provide technicul support to the Group’s products und services. After gruduution
from the fuculty of computer science of Tsinghuu University, the PRC in 1959, Mr. Zhu lectured ut Tsinghuu
University and becume u professor in 1986. Mr. Zhu wus uwdarded the Outstanding Experts Award by the Ministry of
Personnel of the PRC in 1988.

Dr. MIAO Yony Xiuny, Michuel, uged 42, is the yenerul munuger of the Group. Dr. Miuo ussists in estublishiny
und implementing the corporute development struteyies of the Compuny. Dr. Miuo holds u doctorute’s deyree
in Enygineering Thermophysics from Odessu Lomonosov Technoloyicul Institute, Former Soviet Union. Dr. Miuo
joined the Group in November 2001 und hus over 10 yeurs of experience in informution technoloyy industry.

Mr. JIN Ji Dony, uged 42, is the heud of the systems depurtment of the Group. Mr. Jin is responsible for the
systems urchitecture design und the prepurution of tender documents. Mr. Jin holds u buchelor’s deyree in
muthemutics und computer science from the Cupitul University of Economics und Trude, the PRC. Before joininy
the Group in March 1997, Mr. Jin lectured us un ussistunt professor ut the Cupitul University of Economics und
Trude, the PRC.

Mr. YAN Xiuo Qiuny, uged 35, is the ussistant general maunuger of the Group. Mr. Yan Xiuo Qiung holds u
buchelor’s deyree in electricul engineering from Harbin Industrial University, the PRC. Mr. Yun joined the Group in
1996 und is the brother of Mr. Yun, Duniel X.D.

Mr. TIAN Xiu Zhun, uged 41, is the heud of the enygineering depurtment of the Group. Mr. Tiun holds u muster’s
deyree in telecommunicutions enyineering from Northern Jiuotony University, the PRC und u muster’'s deyree in
electricul enygineeriny from Zurich Federul Institute of Technoloyy, Switzerlund. Mr. Tiun joined the Group in 1998
und hus over 10 yeurs of experience in soffwure development.

Mr. Wony Choi Chuk, uged 40, is the finunciul controller und compuny secretury of the Compuny. Mr. Wony
hus worked for various listed compunies for over 10 years. Mr. Wong is primarily responsible for the Group’s
finunciul projection, finunce control und uccounting of the Group. Mr. Wony holds u buchelor’s deyree in
Accounting from the University of Lincoln, Englund. Mr. Wony is un ussociute member of the Hony Kony Institute
of Certified Public Accountunts und the Associution of Churtered Certified Accountunts,

Ms. WANG Jiu Nihy, uged 56, is the finunciul munuger of the Group. Ms. Wuny hus over 20 yeurs of experience
in the uccounting field in the PRC. Before joining the Group in 1996, Ms. Wuny worked for u governmentul
institution us the heud of the finunce division.
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REPORT OF THE DIRECTORS

The Directors ure pleused to present their report together with the uudited finunciul stutements of the Compuny
und ifs subsidiuries (collectively refer to the "Group”) for the yeur ended 31 December 2004,

Principal Activities and Geographical Analysis of Operations

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

No seyment informution is presented us ull the Group’s furnover und contribution to operauting results were
substuntiully derived from the provision of frunsportution technoloyy solutions curried out in the PRC.

Results and Appropriations

The results of the Group for the yeur ended 31 December 2004 ure set out in the consoliduted income
stutement on puye 21.

The Directors do hot recommend the puyment of u dividend for the yeur ended 31 December 2004.
Fixed Assets

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

Detuils of movements in the share cupital of the Compuny are set out in hote 25 to the financiul statements.
Reserves

Detuils of movements in the reserves of the Group und the Compuny dre set out in hote 27 to the finuncial
stutements.

Directors

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

Mr. Yun, Duniel X.D.

Mr. Lau, Andrew Kim
Mr. Zhu Quun

Ms. Shek Yiny, Christine

Independent Non-Executive Directors

Mr. Yuny Xiuopiny
Mr. Zhuo Miny
Ms. Wu Xin - uppointed on 30 September 2004

In uccordunce with article 86(3) of the Articles of Associution of the Compuny, Ms. Wu Xin holds the office of
u Director until the forthcominy unnuul generul meeting und, beiny eligible, offers herself for re-election ut the
forthcominy unnuul generul meeting.

In uccordunce with urticle 87(1) of the Articles of Associution of the Compuny, Mr. Yuny Xiuopiny retires from
office ut the forthcominy unnuul generul meeting und, beiny eligible, offer themselves for re-election.
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The independent hon-executive Directors ure hot uppointed for u fixed teum but they ure subject to retirement
by rotution und re-election ut the unnuul yenerul meeting pursuunt to the urticles of ussociution of the Compuny.
The Compuny hus received from euch of the independent nonh-executive Directors un unnuul confirmution
independence. The Compuny considers that dll of its independent non-executive Director ure independent.

Directors’ Service Contracts

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

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

As ut 31 December 2004, the interests und short positions of euch Director und Chief Executive of the Compuny
in the shares, underlying shures und debentures of the Compuny or uny of its ussociuted corporutions (within the
meuning of Purt XV of the Securities und Futures Ordinance, Chupter 571 under the laws of Hong Kong) (the
"SFO"), which were noftified to the Compuny und the Stock Exchunyge pursuunt to Divisions 7 und 8 of Purt XV of
the SFO (including uny inferests und short positions which they huve tuken or deemed to huve tuken under such
provisions of the SFO), or which were required, pursuunt to Section 352 of the SFO, to be entered in the reyister
referred to therein, or which were required, pursuunt to Rules 5.46 to 5.67 of the GEM Listing Rules, to be nhotified
to the Compuny und the Stock Exchunge were us follows:

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

Number of ordinary shares

Percentage

of issued

Personal Corporate Family Other share

Name interests interests interests interests Total capital

(Note 2)

M. Yan, Daniel X.D. 1,500,000 (L) 76,900,000 (L) - - 78,400,000 38.43%
(Note 4)

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

M. Zhu Quan 1,000,000 (L) - - - 1,000,000 0.49%

Ms. Shek Ying, Christine 400,000 (L) - - - 400,000 0.20%

Noftes:

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

2. These interests ure the sume interests us those described in Section (Il) below.
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3. The letter "L” denotes u lony position in the shures.

4. These shures ure beneficiully owhed by Sebustiun Internutionul Holdings Limited (“Sebustiun”), u compuny incorporuted
in the British Virgin Islunds. By virtue of his 100% shureholding in Sebustiun, Mr. Yan, Duniel X.D. is deemed or tuken to be
interested in the 76,900,000 shures of the Compuny owned by Sebustiun.,

5. These shures ure beneficiully owned by Mituc Internutionul Holdings Limited ("Mituc”), u compuny incorporuted in the
British Virgin Islunds. By virtue of his 100% shureholding in Mituc, Mr. Luu, Andrew Kim is deemed or tuken to be interested
in the 35,100,000 shures of the Compuny owned by Mituc.

(IDInterests in equity derivatives (as defined in the SFO) in, or in respect of, underlying shares

As ut 31 December 2004, the executive Directors huve outstunding shure options yrunted pursuunt to the
Compuny’s shure option scheme, detuils of which were set out below und in the section heuded "Shure Option
Scheme”.

Consideration

Number of
underlying
shares in
respect of
outstanding
options Price for Exercise
Date of at 31 grant price Exercisable
Name grant  December 2004 (for all) per share period
(HK$) (HKS)
Mr. Yan, Duniel X.D. 28.3.2002 1,500,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011
Mr. Lau, Andrew Kim 28.3.2002 1,000,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011
Mr. Zhu Quan 28.3.2002 1,000,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011
Ms. Shek Ying, Christine 28.3.2002 400,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011

Note: the lefter "L" denotes u lony position in the underlyiny shures.

Suve us disclosed ubove, us ut 31 December 2004, none of the Directors und Chief Executive of the Compuny
had uny interests or short positions in the shares, underlying shares or debentures of the Compuny or uny of its
ussociuted corporutions (within the meuning of Purt XV of the SFO) which would huve to be nofified to the
Compuny und the Stock Exchunyge pursuunt to Divisions 7 und 8 of Purt XV of the SFO (includiny interests or short
positions which they huave taken or deemed to huve taken under such provisions of the SFO) or which were
reyuired, pursuunt to Section 352 of the SFO, to be entered in the reyister referred to therein, or which were
reyuired, pursuunt to Rules 5.46 to 5.67 of the GEM Listing Rules, were required to be notified to the Compuny und
the Stock Exchunye.

Share Option Scheme

The Compuny udopted u shure option scheme (the “"Old Scheme”) on 16 August 2001 which wus ferminuted
pursuunt to u resolution pussed ut the unnuul generul meeting held on 25 April 2003, und the summury of the
principul terms of the Old Scheme is set out in Appendix IV of the prospectus of the Compuny duted 22 August
2001 under the section heuded "Shure Option Scheme”.
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Detuils of shure option movements during the yeur under the Old Scheme are us follows:

Number of Share Options

Granted/
Closing exercised/
price Outstanding  cancelled/  Ouistanding
Exercise before at 1 lapsed at 31
Date of price Exercisable date of January during  December
Name grant  per share period grant 2004 the year 2004
(HK$) (HK$)
Mr. Yan, Daniel X.D.*  28.3.2002 1.28 10.8.2002 - 1.30 1,500,000 - 1,500,000
9.8.2011
Mr. Lau, Andrew Kim* 28.3.2002 1.28 10.8.2002 - 1.30 1,000,000 - 1,000,000
9.8.2011
Mr. Zhu Quun* 28.3.2002 1.28 10.8.2002 - 1.30 1,000,000 - 1,000,000
9.8.2011
Ms. Shek Yiny, 28.3.2002 1.28 10.8.2002 - 1.30 400,000 - 400,000
Christine* 9.8.2011
Employees 28.3.2002 1.28 10.8.2002 - 1.30 3,388,000 - 3,388,000
9.8.2011
7,288,000 - 7,288,000

*

executive Directors of the Compuny

No option yrunted to Directors und the employees under the Old Scheme hud been exercised, cuncelled or
lupsed during the yeur.

The Compuny’s new shure option scheme (the "New Scheme”) wus udopted ut the unnuul yenerul meeting
held on 25 April 2003. A summuary of the principul tferms of the New Scheme is set out in the circulur of the
Compuny duted 31 Murch 2003.

Under the New Scheme, the Directors may, ut their discretion, offer options to Purticipunts (us defined in the
circulur of the Compuny duted 31 March 2003) to subscribe for shares in the Compuny subject to the terms und
conditions stipuluted therein. No options huve yet been gyrunted under the New Scheme.

The options yrunted ure not recoynised in the finuncial stutements until they ure exercised.
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Directors’ Interest in Contracts

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

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

Suve us disclosed under the section heuded "Directors” und Chief Executive’s Interests und Short Positions in
the Shares, Underlying Shures und Debentures of the Compuny or any Associuted Corporations”, us aut 31 December
2004, neither the Compuny nhor uny of its subsidiaries wus a party to uny arrangements to enuble the Directors
und Chief Executive of the Compuny to ucyuire benefits by meuns of the ucqyuisition of shures in, or debt
securities, including debentures, of the Compuny or uny other body corporute, und hone of the Directors und
Chief Executive of the Compuny or their spouses or children under the uge of 18, hud uny right to subscribe for
the securities of the Compuny, or hud exercised uny such rights.

Substantial Shareholders

Other thun interests disclosed in the section heuded "Directors und Chief Executive’s interests und Short
Positions in the Shures, Underlying Shures und Debentures of the Compuny or uny Associuted Corporutions”
ubove, us ut 31 December 2004, the reyister of substuntiul shareholders muintuined by the Compuny pursuunt to
Section 336 of the SFO disclosed the followiny persons or corporutions (other thun the directors or Chief Executive
of the Compuny) us huving un interest of 5% or more of the issued shure cupitdl of the Compuny.

Capacity/ Percentage of

Name Nature of interest Number of Shares issued share capital

Sebustiun Beneficial Owner 76,900,000 (L) 37.70%
(Note 1)

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

Mr. Lum Leuny Hunhy Beneficiul Owner 12,000,000 (L) 5.89%
(Note 3)

Ms. Lau Ying Ying, Angelu Interest of Spouse 78,400,000 (L) 38.43%
(Note 4)

Atlantis Investment Investment Munuger 11,000,000 (L) 5.39%
Management Ltd A/C (Note 6)

GAM Truding No. 24
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Noftes:

1.

Sebustiun is u compuny incorporuted in the British Virgin Islunds with limited liubility, und wholly owhed by Mr. Yun,
Duniel X.D., the Chuirmun und un executive Director of the Compuny.

Mitac is u compuny incorporuted in the British Virgin Islunds with limited liubility, und wholly owned by Mr. Lau Ahdrew
Kim, un executive Director of the Compuny.

To the best knowledye of the Directors, the purty is independent of und not connected with the Directors, Chief
Executive, substuntiul shareholders or munugement shureholders of the Compuny or uny ussociute of uny of them.

Ms. Lau Ying Yiny, Anyelu is deemed to be interested in these shures by virtue of the fuct thut she is the spouse of Mr.
Yun Duniel X.D., the Chuirmun und un executive Director of the Compuny.

The letter "L” denotes u lony position in the shures.

As fur us the Directors ure uwure, the lony position of Atluntis Investment Munuyement Ltd A/C GAM Trudinyg No. 24 in
the shures of the Compuny hus been reduced to below 5% us ut 31 December 2004.

As ut 31 December 2004, the followiny persons (other thun the Directors or Chief Executives of the Compuny)
had interests in the underlying shares of equity derivutives (beiny u convertible note) issued by the Compuny us
recorded in the reyister required to be kept under section 336 of the SFO:

Number of Percentage of

Name Capacity Underlying Shares issued share capital

Mr. Ho Yau Luny Luwrence Interest of u 10,810,810 (L) 5.30%
conftrolled corporution

Ms. Lo Suu Yun Shuren Family Interest 10,810,810 (L) 5.30%

VC Finunce Limited Beneficial Owner 10,810,810 (L) 5.30%

VC Finunce Group Limited Interest of u 10,810,810 (L) 5.30%
conftrolled corporution

Vulue Convergence Interest of u 10,810,810 (L) 5.30%
Holdings Limited controlled corporution

Melco Finuncial Interest of u 10,810,810 (L) 5.30%
Group Limited controlled corporution

Melco Internutionul Interest of u 10,810,810 (L) 5.30%
Development Limited confrolled corporution

Better Joy Overseus Ltd Interest of u 10,810,810 (L) 5.30%

Notes:

1.

conftrolled corporution

The Compuny hus issued u convertible note for u principul umount of HK$4 million (*Note”) to VC Finunce Limited on 7
July 2004. The noteholder shull have the right to convert its Note into shures of the compuny at uny time during the
period commencing from 7 July 2004 und ending upon on u dute fulling 18 months therefrom. The beneficiul owner of
VC Finunce Limited is Wlue Convergence Holdinygs Limited, the shures of which ure listed on GEM. Melco Finunciul
Group Limited holds 67.57% of Vulue Convergence Holdiny Ltd, Melco Internutionul Development Limited holds 100% of
Melco Finunciul Group Limited. Better Joy Overseus Ltd holds 36.35% of Melco Internutionul Development Limited und
Mr. Ho Yun Luny Luwrence holds 77% of Better Joy Overseus Ltd. Ms. Lo Suu Yun Shuren is deemed to be interested in
these shures by virtue of the fuct thut she is the spouse of Mr. Ho Yuu Luny, Luwrence.

The letter "L” denotes u lony position in the underlying shures.
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Suve us disclosed ubove, us ut 31 December 2004, the Directors ure not uwure of uny other persons who
have interests und/or short positions in the shares, underlying shares und debentures of, the Compuny or uny
ussociuted corporution (within the meuning of Purt XV of the SFO) which would full to be disclosed to the
Compuny under Divisions 2 und 3 of Part XV of the SFO.

Management Contracts

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

Convertible Securities, Options, Warrants or Other Similar Rights

Apurt from the shure options und the convertible note, detuils of which ure set out ubove in the section
heuded “Shure Option Scheme” und section heuded "Cupitul structure, liyuidity und finunciul resources”, the
Compuny hud no outstunding convertible securities, options, warrants or other similur rights us ut 31 December
2004. There hud been no exercise of convertible securities, options, wurrants or other similar rights during the yeur
ended 31 December 2004.

Major Customers and Suppliers

Information in respect of the Group’s sules und purchuses uttributable to the major customers and suppliers
respectively during the yeurs ended 31 December 2004 und 2003 ure us follows:

Percentuye of the Group’s totul

Sules Purchuses
2004 2003 2004 2003
The luryest customer 28% 37%
Five lurgest customers in uyyreyute 83% 88%
The larygest supplier 9% 10%
Five lurgest suppliers in ugyreyute 32% 32%

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

Competing Interest

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

Distributable Reserves

Distributuble reserves of the Compuny ut 31 December 2004 umounted to HKSNil (2003: HKSNIl). Under Section
34 of the Compunies Luw (2000 Revision) of the Cuymun Islunds, the share premium is availuble for distribution to
shareholders subject to the provision of the Artficles of Associution of the Compuny und no distribution shull be
puid to shureholders out of the shure premium unless the Compuny shull be uble to puy its debts us they full due
in the ordinury course of business.
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Pre-emptive Rights

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

Purchase, Sale or Redemption of Shares

Neither the Compuny nor uny of ifs subsidiaries hus purchused or sold or redeemed uny of the Compuny's
shures during the yeur.

Compliance with the GEM Listing Rules

Throughout the yeur ended 31 December 2004, the Compuny hus complied with the GEM Listing Rules except
that the independent nonh-executive Directors ure not uppointed for u specific term. The independent non-
executive Directors ure subject to retirement by rotution und re-election ut the unnuul generul meeting of the

Compuny in uccordunce with the provisions of the Articles of Associution of the Compuny.
Board Practices and Procedures

The Compuny hus complied with Bourd Pructices und Procedures us set out in Rules 5.34 to 5.45 of the GEM
Listing Rules throughout the yeur ended 31 December 2004.

Code of Conduct Regarding Securities Transactions by Directors

Duriny the yeur ended 31 December 2004, the Compuny hud udopted u code of conduct regurding securities
transuctions by Directors on terms ho less exucting thun the required stundurd of dedlings set out in Rules 5.48 to
5.67 of the GEM Listing Rules. Huving mude specific enyuiry with ull Directors of the Compuny, the Compuny is
not uwure of uny nhon-compliunce by uny of the Directors with the reguired stundurd of deulings und the
Compuny’s code of conduct regyurdinyg securities trunsuctions by the Directors.

Sponsor’s Interests

Pursuunt to u sponsor ugreement duted 23 August 2002 mude between the Compuny und Goldbond Cupitdl
(Asiu) Limited ("Goldbond”), Goldbond wus uppointed us the sponsor of the Compuny us reqyuired by GEM
Listing Rules ut u fee for the period from 30 August 2002 to 31 December 2003. The sponsor ugreement expired on
31 December 2003. The Compuny did hot uppoint uny compliunce udviser (us defined in Rule 6A.01 of the GEM
Listing Rules) thereufter.

Audit Committee

The Compuny estublished un audit committee on 16 August 2001, comprising the independent non-executive
Directors, humely Mr. Yany Xiuopinyg, Mr. Zhuo Ming und Ms. Wu Xin. The written terms of reference of the audit
committee comply with the GEM Listing Rules. The primury duties of the uudit committee of the Compuny ure to
review the Compuny’s unnuul reports und finunciul stutements, half-year reports und yuurterly reports und to
provide udvices und comments thereon to the Bourd. The uudit committee of the Bourd will ulso be responsible
for supervising und reviewinyg the finunciul reporting process und internal control system of the Group.

The audit committee of the Compuny held four meetings during the year. The dudit committee hus reviewed
the unnuual results for the yeur ended 31 December 2004.
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Auditors

In Junuury 2003, the Bourd of Directors uccepted the resignution of PricewuterhoseCoopers, who ucted us
dyuditors of the Compuny for the yeur ended 31 December 2001 und Messrs. RSM Nelson Wheeler were uppointed
us uuditors of the Compuny to fill in the cusuul vacuncy. A resolution to re-uppoint the auditors, Messrs. RSM
Nelson Wheeler, will be proposed ut the forthcominyg unnuul generul meeting.

By order of the Bourd

Yan, Daniel X.D.
Chuirmun

29 Murch 2008, Beijing
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RSM Nelson Wheeler
& OB X & 5 B 1T
Certified Public Accountants

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ANGELS TECHNOLOGY COMPANY LIMITED
(Incorporuted in the Caymun Islands with limited lidbility)

We huve uudited the finunciul stutements on puyes 21 to 47 which huve been prepured in uccordunce with
uccounting principles generdlly uccepted in Hong Kong.

Respective responsibilities of directors and auditors

The Directors ure required to prepure finunciul stutements which ygive u true und fuir view. In prepuring
finunciul stutements which yive u true und fuir view it is fundumental that uppropriute uccounting policies ure
selected und upplied consistently.

It is our responsibility to form an independent opinion, bused on our uudit, on those stutements und to report
our opinion solely to you, us u body, und for ho other purpose. We do not ussume responsibility towurds or
uccept liubility to uny other person for the contents of this report.

Basis of opinion

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

We plunned und performed our uudit so us to obtuin dll the informution und explunutions which we considered
necessdry in order to provide us with sufficient evidence to yive reusonuble ussurunce us to whether the finuncial
stutements ure free from material misstutement. In forming our opinion we ulso evuluuted the overdll udeyuucy
of the presentution of information in the finunciul stutements. We believe that our uudit provides u reusonuble
busis for our opinion.
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Fundamental uncertainty relating to going concern

In forming our opinion, we have considered the udeqyuucy of the disclosures made in the finuncial statements
concerniny the busis of prepurution mude by the Directors. The finunciul stutements huve been prepured on u
ygoiny concern busis, the validity of which depends upon the ubility of the Group to uttuin profituble und positive
cush flow operations to meet its future working cupital and financial reyuirements. The financial statements do
not include uny udjustments that would result from u fuilure to uttuin profituble und positive cush flow operations.
Detuils of the circumstances relating fo this fundumental uncertuinty are described in Note 2(u) to the finunciul
stutements. We consider thut the fundumental uncertuinty hus been udequutely disclosed in the finunciul
stutements und our opinion is hot yudlified in this respect.

Opinion

In our opinion the finunciul stutements yive u true und fuir view of the stute of uffuirs of the Compuny und of
the Group us ut 31 December 2004 und of the Group'’s results und cush flows for the yeur then ended und huve
been properly prepured in uccordunce with the disclosure requirements of the Hony Kony Compunies Ordinunce.

RSM Nelson Wheeler
Certified Public Accountunts
Hony Konhy

29 March 2005
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For the yeur ended 31 December 2004

204 2003
Note HKS'000 HKS'000
Turnover 3 33701 2384
Costofservices (23223 ) (17,665 )
Grosspr ofit 10478 6,189
Otherr evenue 3 4 1
Distrioutioncosts (2,158 ) 3205 )
Administrative expenses 6194) (7860 )
Impdir ment of infer estinunussocia  fed compun y 4 2,748 ) -
Other operating expenses 2221) 8976 )
Operating loss 4 2839 ) 8851 )
Finance costs 5 (138) -
Shar e of lossesof — ussociu ted compunies (1433 ) 1155 )
Loss before tuxation amo ) (10006 )
T axation 6 - -
Lossu firb utubletoshar eholder s 7 @amo) (10006 )
Losspershar  e-busic 9 (2.16)cents (6.10) cents
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As ut 31 December 2004

004 2003
Note HK$'000 HK$'000
Non-cur rentussets
Fixedussets 1% 728 on
Inter estsinussociu  ted compunies 4 2756 4346
Long-ter min vestments 1B a»n a»
Pledyed bunk deposit - 732
Deposit f orsoftw dre development 16 - 1234
4289 8028
Curr entussets
Amountsduefr omcustomer sf orcontr actw orks 7 1901 43
Trudereceivdbles 18 5211 4343
Deposits , prefpuymentsund otherr  eceivables 1812 1748
Pledyed bunk deposit 1% 732 -
Cush und bunk balances 2 4365 3547
14021 10081
Currentlia bilities
Amounts due to customers for contract works 7 Y] 2985
Trude puydbles 2l 6,749 3923
Accr ued churyes und other pu  yubles 2882 4,183
Warr anty pr ovision 2 1240 1244
10946 12,335
Netcur rentussets/(liu  bilities) 3075 2254 )
Totdlussetslesscur — rentlia bilities 7364 5774
Non-cur rentliu bilities
Convertible hote 2 4000 -
Other puydble 200 -
6000 -
Netussets 1364 5774
Finunced by:
Shar e capital Ys) 20400 20400
Reserves 7 (19036 ) (14626 )
Shur eholder s* funds 1.364 5774
Yan, Daniel X.D. Lau, Andew Kim
Dir ector Dir ector

—
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As ut 31 December 2004

004 2003
Note HK$'000 HKS$'000
Non-cur rentussets
Investmentsinsubsidiaries 18 5,785 3973
Inter estinunussocia  tfed compun y 14 - 4000
5,785 7973
Currentussets
Deposits , pr epayments and otherr — eceivables 1% 2
Cush und bunk bulunces Q7 51
419 23
Currentlia bilities
Accrued ¢ haryges und other pu ydbles a8 58
Amount due to u subsidiury 23 8l 8l
&9 (2.
Netcur rentlia bilities 70) B66)
Totdlussetslesscur  rentlia bilities 5515 7607
Non-cur rentlia bility
Convertible hote 2 4000 -
Netussets 1515 7607
Finunced by:
Shar e capital Ys) 20400 20400
Reserves 7 (18885 ) (12,793 )
Shar eholder s funds 1515 7607

Yan, Daniel X.D.
Dir ector

Lau, Andew Kim

Dir ector
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For the yeur ended 31 December 2004

Share Tofd Totd

cupital reser ves eqyuity

Note HK$'000 HK$'000 HKS$'000

At 1Junuary 2003 19200 6265 ) 12935

Issueof shar esfr omplucing 7 1200 1800 3000
Issuingexpenses 27 - (1%5) (1%5)
Loss forthe year - (10006 ) (10006 )

At 31 December 2003 25&27 2040 (14626 ) 5774
Loss forthe yeur 7 - @410 ) @410)

At 31 December 2004 25&27 20400 (19036 ) 1364
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For the yeur ended 31 December 2004

004 2003
Note HK$'000 HK$'000

Net cushoutf lowfr omoper utingucti vities 28(a) 3009 ) 2952 )
Investinguctivities

Pur chuse of fix edussets @®8) (283)

Sdle of fixed ussets 2 -

Pur chuse of un ussociu ted compun y 70) -

Refund/(payment) f orsoffw dre development costs A 1234 )

Inter estr eceived 1 1
Netcushoutf lowfr omin vestihgucti  vities 113) (1486 )
Finuncing uctivities 28(b)

Issueof ordinar yshar es - 3000

Issue of convertible hote 4000 -

Shar eissuee  xpenses - (1%5)

Other finunce costs puid @) -
Netcushinf low fr om finuncing 3940 2845
Incr euse/(decr euse) in cush und bunk bulunces 818 (1593 )
Cush und bunk balances at 1 January 3547 5,140
Cush und bunk bulunces ut 31 December 4365 3547
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1. General

(w) The Compuny wus incorporuted in the Cuymun Islunds on 7 April 2000 us un exempted compuny
with limited liubility under the Compunies Luw (2000 Revision) of the Cayman Islunds. The Compuny’s
shares were listed on the Growth Enterprise Murket of The Stock Exchunye of Hony Kony Limited
("GEM") on 30 August 2001.

) The Compuny is un investment holding compuny. The principul uctivities of its subsidiaries und
ussociuted compunies ure set out in Notes 13 und 14 respectively.

2. Principal accounting policies

The principul uccounting policies udopted in the prepuration of these consoliduted finunciul stutements
ure set out below:

(a) Basis of preparation

The Group reported u loss uttributuble to shaureholders of HK$4,410,000 und u het cush outflow from
operuting uctivities of HK$3,009,000 for the yeur ended 31 December 2004,

The Directors huve continued to fighten cost controls over operuting costs to improve the cush
flows, profitubility und operutions of the Group. The Directors believe thut the Group will have
sufficient working cupitdl for its future operational requirements. Accordingly, the finunciul stutements
have been prepured on u yoiny concern busis. Currently, the Group’s operutions ure funded by its
internul resources. The continuation of the Group’s business depends upon the ubility of the Group
to uttuin profituble und positive cush flow operations to meet its future working cupitul und finunciul
reyuirements.

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

The finuncial statements have been prepured in uccordunce with accounting principles generally
uccepted in Hony Kony und comply with uccounting stundurds issued by the Hony Kony Institute
of Certified Public Accountunts ("HKICPA"). They huve been prepured under the historicul cost
conhvention.

The HKICPA hus issued u humber of hew und revised Hony Kony Finunciul Reporting Stundurds und
Hony Kony Accounting Stundurds (*“new HKFRSs”) which ure effective for uccounting periods
beyinning on or ufter 1 Junuury 2005.

The Group hus not eurly udopted these hew HKFRSs in the finunciul stutements for the yeur ended
31 December 2004. The Group hus ulreudy commenced un ussessment of the impuct of these hew
HKFRSs but is not yet in u position to stute whether these new HKFRSs would have u significant
impuct on its results of operations and financial position.



Annuul Report 2004

2.

Angels Technologyy Compuny Limited

NOTES TO THE FINANCIAL STATEMENTS

Principal accounting policies (Continued)

(b)

(c)

Consolidation

®

(i)

@iii)

(@iv)

%)

The consoliduted finunciul stutements include the finuncial stutements of the Compuny und
its subsidiaries mude up to 31 December. The results of subsidiuries ucquired or disposed of
during the yeur ure included in the consoliduted income stutement from the effective dute
of ucyuisition or up to the effective dute of disposul, us uppropriute. All significunt
intercompuny fransuctions und bulunces within the Group ure eliminated onh consolidution.

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

The yuin or loss on the disposul of u subsidiury represents the difference between the
proceeds of the sule und the Group’s shure of its net ussets foyether with uny unumortised
yoodwill or neygutive yoodwill or yoodwill/neyutive yoodwill tuken to reserves und which
wus hot previously churged or recoyhised in the consoliduted income stutement.

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

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

Associated companies

®

(i)

@ii)

(@iv)

W)

An ussociuted compuny is u compuny, not beiny u subsidiury or u joint venture, in which un
equity interest is held for the lonyg-term dand significant influence is exercised in its
munuyement,

The consoliduted income stutement includes the Group’s shure of the results of ussociuted
compunies for the yeur, und the consoliduted bulunce sheet includes the Group’s shure of
the net ussets of the ussociuted compunies und yoodwill/negutive gyoodwill (net of
uccumuluted amortisution) on aucyuisition.

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

Unreulised guins oh trunsuctions between the Group und its ussociutes ure eliminuted fo
the extent of the Group's interest in the ussociutes, unreulised losses ure eliminuted unless
the transuction provides evidence of un impuirment of the usset fransferred.

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

(e)

Principal accounting policies (Continued)

Translation of foreign currencies

Trunsuctions in foreign currencies ure trunsluted ut exchunye rutes ruling ut the fransuction dutes.
Monetary ussets und liubilities expressed in foreign currencies ut the bulunce sheet dute ure
transluted intfo Hony Kony dollurs ut rutes of exchunge ruling ut the bulunce sheet dute, Exchunyge
differences arising in these cuses ure dedlt with in the income stutement.

The bulunce sheet of subsidiuries und ussociuted compunies expressed in foreign currencies ure
transluted into Hony Kony dollurs ut the rutes of exchunye ruling ut the bulunce sheet dute whilst
the income stutement is trunsluted at un uveruge rute, Exchunye differences ure deult with us u
movement in reserves.

Intangibles
0] Goodwill

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

(i) Reseurch und development costs

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

(iip) Impuirment of intunyible ussets
Where un indicution of impuirment exists, the currying umount of uny intunyible usseft,

including goodwill previously written off against reserves, is ussessed und written down
immediutely to its recoveruble umount.
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Principal accounting policies (Continued)

()

()]

(h

Fixed assets

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

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

Mdjor costs incurred in restoring fixed ussets to their hormul working condition to dllow contfinued
use of the overull ussets ure cupitulised und depreciuted over the period to the next overhuul.
Improvements ure cupitulised und depreciuted over their expected useful lives to the Group.

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

The guin or loss on disposul of u fixed usset is the difference between the net sules proceeds und
the carrying umount of the relevant usset, and is recoygnised in the income statement.

Long-term investments
Lony-term investments ure stuted ut cost less uny provision for impuirment losses.

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

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

is recoyhised only to the extent of contruct costs incurred that it is probuble will be recoveruble.
Contruct costs ure recoyhised when incurred.
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2. Principal accounting policies (Continued)
(h) Long-term systems integration contracts (Confinued)

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

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

(i) Accounts receivable

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

()] Cash and cash equivalents

Cush und cush equivalents are curried in the baluance sheet ut cost. For the purposes of the cush
flow stutement, cush und cush equivulents comprises cush on hund, deposits held ut cull with
bunks, cush investments with a maturity of three months or less from dute of investment und bunk
overdrufts.

(k) Provisions

Provisions ure recoyhised when the Group hus u present legul or constructive obligution us u result
of pust events, it is probuble that un outflow of resources will be required to settle the obligution,
und u reliuble estimute of the umount cun be mude. Where the Group expects u provision to be
reimbursed, for example under un insurance contract, the reimbursement is recoghised us u sepurate
usset but only when the reimbursement is virtudlly certuin.

0] Warranty provision

The Group recoynises u provision for repuirs or replucement of products still under warranty
ut the bulunce sheet dute. This provision is culculuted bused on pust history of the level of
repuirs und replucements.
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Principal accounting policies (Continued)

(9]

()]

(m)

Provisions (Continued)

(i)

Restructuring provision

Restructuring provisions muinly comprise leuse terminution penalties und employee
tfermination puyments, und ure recoynised in the period in which the Group becomes legully
or constructively committed to puyment. Employee terminution benefits ure recoynised
onhly ufter either un ugreement is in pluce with the uppropriute employee representutives
specifying the terms of redunduncy und the humbers of employees uffected, or, ufter
individuul employees huve been udvised of the specific terms. Costs reluted to the onyoiny
uctivities of the Group ure not provided in udvunce.

Employee benefits

0]

(i)

Employee leuve entitlements

Employee entitlements fo unnuul leuve und lony service leuve ure recoyhised when they
uccrue to employees. A provision is mude for the estimuted lidbility for unnuul leuve und

lony-service leuve us u result of services rendered by employees up to the bulunce sheet
dute.

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

Retirement benefits

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

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

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

Deferred taxation

Deferred tuxution is provided in full, using the liability method, on temporary differences arising
between the tux buses of ussets und liubilities und their currying umounts in the finunciul stutements.
Tuxution rutes enucted or substuntively enucted by the bulunce sheet dute ure used to determine
deferred tuxaution.

Deferred tux ussets ure recoynised to the extent that it is probuble thut future tuxuble profit will be
avuiluble uyuinst which the temporary differences cun be utilised.



Angels Technologyy Compuny Limited Annuul Report 2004

NOTES TO THE FINANCIAL STATEMENTS

2. Principal accounting policies (Continued)
(m) Deferred taxation (Continued)

Deferred tuxution is provided on temporaury differences urising on investments in subsidiaries und
ussociuted compunies, except where the fiming of the reversul of the temporury difference cun be
controlled und it is probuble thut the temporury difference will hot reverse in the foreseeuble
future.

(n) Contingent liabilities and contingent assets

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

A contingent lidbility is hot recoynised but is disclosed in the hotes to the finunciul stutements.
When u chunge in the probubility of un outflow occurs so thut the outflow is probuble, it will then
be recoynised us u provision.

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

Contingent ussets ure hot recoynised but ure disclosed in the notes to the finuncial stutements
when un inflow of economic benefits is probuble. When inflow is virtually certuin, un usset is
recoyhised.

(0) Revenue recognition

0) Revenue from lony-term systems infeyration contructs is recoynised on the percentuyge of
completion method meusured by reference to the percentuyge of costs incurred to dute to
the estimuted totul costs for euch contract.

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

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

(iv) Interest income is recoynised on u time proportion busis, tuking into uccount the principul
umounts outstunding und the interest rutes upplicuble.

(p) Operating leases

Leuses where substuntiully dll the risks und rewurds of owhership of ussets remuin with the leusing
compuny ure uccounted for us operuting leuses. Puyments mude under operuting leuses het of
uny incentives received from the leusing compuny dre churged to the income statement on u
straight-line busis over the leuse periods.
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3. Turnover, revenue and segment information

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

2004 2003
HK$"000 HK$"000
Turnover

Revenue from lony-term systems inteyration contructs 33,701 23,854

Other revenue
Interest income 1 1
Guin on disposal of u fixed usset 3 -
4 1
Totul revenue 33,705 23,855

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

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

4. Operating loss

Operuting loss is stuted ufter charging/(crediting) the following:

2004 2003

HK$'000 HK$000

Auditors’ remunerution 320 260

Depreciution of fixed ussets 254 499

Fixed ussets written off - 3

Impuirment (included in other operuting expenses)

- deposit for soffwaure development (Note 16) 579 -

- ofher receivuble - 187

Operuting leuse rentdls in respect of lund und buildings 787 1,101

Provision for doubtful debts 907 2,048

Provision for warranty (Note 22) 4) 132

Reseurch und development costs 683 1,738
Stuff costs (including directors’ emoluments) included in: (Note 10)

- cost of services 390 406

- udministrative und distribution expenses 3,050 4,162

5. Finance costs

2004 2003

HK$’000 HK$’000

Interest on convertible hote 78 -

Other finunce costs 60 -

138 -

—
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6. Taxation

0) No provision for Hony Kony profits tux hus been mude us the Group hus no estimuted ussessuble
Hony Kony profits for the yeur ended 31 December 2004 (2003: Nil).

The subsidiaries, Beijing Anygels Communicutions Technoloyy Co., Ltd ("Beijing Angels”) und Anyels
ITS (Guunyzhou) Co., Ltd ("*Guunyzhou Anyels”), operuting in the PRC, ure subject to un income
tux rate of 33% on their tuxuble profit in accordunce with the income tux law in the PRC. Beijiny
Angels wus upproved us u “Newly-estublished Advunced und New Technoloyy Enterprise” und is
therefore entitled to u reduced tux rute of 15%. Pursuunt to u notice issued by Stute Tuxution
Bureuu of Beijing Huidiun District on 14 November 2000, tux holiduy is grunted to Beijing Anyels.
Beijing Anyels is entitled to full exemption from PRC income tux from the yeurs 2000 to 2002 followed
by u 50% reduction in the income tux rate (i.e. 7.5%) for the yeurs from 2003 to 2005. Guunyzhou
Angels hus no estimuted ussessuble profits for the yeur ended 31 December 2004 (2003: Nil).

(i) At the bulunce sheet dute the Group hus unused tux losses of upproximutely HK$4,767,000 (2003:
HK$6.,282,000) uvuiluble for offset uguinst future profits. No deferred tux usset hus been recoynised

due to the unpredictubility of future profit streums. The unrecoynised tux losses will expire on 31
December 2007.

7. Loss attributable to shareholders

The loss uttributuble to shureholders is deult with in the finunciul stutements of the Compuny to the extent
of HK$6,092,000 (2003: HK$30,780,000).

8. Dividend
The Directors do hot recommend the puyment of u dividend for the year (2003: Nil).
9. Loss per share

The culculution of loss per shure is bused on the Group's loss uttributuble to shureholders of HK$4,410,000
(2003: HK$10,006,000).

The busic loss per share is bused on the weighted average number of 204,000,000 (2003: 196,175,000)
ordinury shares in issue during the yeur. A diluted loss per shure for the yeur ended 31 December 2004 hus
not been disclosed, us the convertible note outstunding during the yeur had un unti-dilutive effect on the
busic loss per share for the year.

A diluted loss per shure in the yeur ended 31 December 2003 hus not been shown us there were ho
potentiul dilutive ordinury shures in existence during that yeur,
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10. Staff costs (including directors’ emoluments)

2004 2003

HK$’000 HK$'000

Wages and sularies 3,244 4,302
Unutilised unnuul leuve 13) 22)
Terminution benefits 78 87
Sociul security costs 28 29
Pension costs 103 172
3,440 4,568

11. Directors’ and senior management’s emoluments

(a) Directors’ emoluments

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

us follows:
2004 2003
HK$000 HK$’000
Fees:
Executive Directors - -
Independent hon-executive Directors 45 40

Other emoluments:

Busic suluries, housing ullowunces, shure options,
other ullowunces und benefits in kind
- Executive Directors (Note) 962 877
- Independent non-executive Directors - -

Contributions to pensions schemes
- Executive Directors 30 30
- Independent non-executive Directors - -

1,037 947

Note: This includes operuting leuse rentul of HKSNil (2003: HK$26,000) puid by the Group for yuarters provided
to un executive Director.

The executive Directors received individuul emoluments for the yeur ended 31 December 2004 of
upproximutely HK$445,000 (2003: HK$325,000), HK$325,000 (2003: HK$325,000), HK$90,000 (2003:
HK$99,000) und HK$132,000 (2003: HK$158,000) respectively.

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

—
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11. Directors’ and senior management’s emoluments (Continued)

(b) Five highest paid individuals

The five individuuls whose emoluments were the highest in the Group for the yeur include two
(2003: three) directors whose emoluments ure reflected in the unalysis presented ubove. The
emoluments puyuble to the remuining three (2003: two) individuuls during the yeur ure us follows:

2004 2003
HK$"000 HK$"000

Busic suluries, housing ullowunces, share options,
other ullowunces und benefits in kind 681 396
Contributions to pensions schemes 21 16
702 412

The emoluments of these three (2003: two) highest puid individuuls ure less than HK$1,000,000.

No emoluments were puid or puyuble to these three (2003: two) individuuls by the Group us un
inducement to join or upon joining the Group, or us compensation for loss of office during the year,

12. Fixed assets

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

HK$°000 HK$°000 HK$°000 HK$°000 HK$°000

Cost

At 1 Junuary 2004 215 600 673 1,710 3,198
Additions 5 29 54 - 88
Write off (56) 109 ) - 168)
Disposul - - - azm azmn
At 31 December 2004 164 520 724 1,589 2,997

Accumulated depreciation

At 1 Junuary 2004 64 322 368 1,533 2,287
Churyge for the yeur 56 82 114 2 254
Write off (56) (109) 3) - (168)
Disposdl - - - (104) (104)
At 31 December 2004 64 295 479 1,431 2,269

Net book value
At 31 December 2004 100 225 245 158 728

At 31 December 2003 151 278 305 177 911
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Angels Techhologyy Compuny Limited

13. Investments in subsidiaries

Company
2004 2003
HK$"000 HK$"000
Unlisted investments, ut cost (Note (u)) 16,917 16,917
Amounts due from subsidiuries (Note (b)) 28,385 25,573
45,302 42,490
Less: Impuirment losses (39,517) (38.517)
5,785 3,973
() Detuils of the subsidiuries ut 31 December 2004 ure us follows:
Principul Purticulurs
Pluce of uctivities of issued/
incorporution/ und pluce reyistered und
Compuny estublishment of operation puid up cupital  Interest held
Held directly:
Angels Intelligent British Virgin Investment 9,041,767 100%
Transportation Systems Islands holdiny in ordinury shures
Compuny Limited Hony Kony of HK$1.0 euch
Angels Loyistics Systems British Virgin Investment 903,000 100%
(Guunyzhou) Compuny Islands holding in ordinury shures
Limited Hohy Kony of HK$1.0 euch
Angels Navimuster Co. British Virgin Investment 1 ordinury 100%
Limited Islands holdinyg in share of USS1
Hony Kony
Proville Consultuncy British Virgin Dormunt 1 ordinury 100%
Inc. Islunds shure of USS1
Held indirectly:
Angels Engineering Hony Kony Provision of 10,000 100%
Technoloyy Limited munuygement ordinury shares
services fo of HK$1.0 euch
Group compunies
in Hony Kony
and the PRC
Angels ITS (Guunyzhou) The PRC Provision of US$600,000 100%
Co., Ltd freight loyistics
munuyement
informution
system services
in the PRC
Beijing Anygels Communicutions  The PRC Provision of RMB1,000,000 100%
Technoloyy Co., Ltd frunsportution
technoloyy
solutions
in the PRC

) The umounts due from subsidiuries ure unsecured, interest free und not repuyuble within the next
twelve months.

—
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14.

Interests in associated companies

Group

2004 2003
HK$"000 HK$"000
Shure of net liubilities (4,572 (3.307)
Goodwill on ucyuisition of un ussociuted compuny 2,632 -
Loun receivuble (Note (b)) 7.488 7.488
Amount due from un ussociuted compuny (Note (c)) 56 165
5,504 4,346
Less: Impuirment losses (2,748) -
2,756 4,346

Company
2004 2003
HK$"000 HK$"000
Unlisted shures, ut cost 8,472 8.472
Loun receivuble (Note (b)) 7.488 7.488
15,960 15,960
Less: Impuirment losses (15,960) (11,960)
- 4,000

()

(o)

©)

Particulars of Interest held

Detuils of the ussociuted compunies ut 31 December 2004 ure us follows:
Pluce of
incorporation Principul
Compuny und operution uctivities
CTIA VSAT Network Hony Kony Investment
Limited (*CTIA") holding
Smart-Mover ITS the PRC Provision of

truffic information
service solufion
in Beijiny

Technoloyy Co.
Limited

issued shares held directly  Indirectly

5,000,000 ordinary 40% -
shures of HK$1.0 euch

RMB2,000,000 - 35%

Loun receivuble from un ussociuted compuny is unsecured, interest free und repuyuble in 2005,

The umount due from un ussociute is unsecured, interest free und hus no fixed terms of repuyment.




Annuul Report 2004 Angels Techhologyy Compuny Limited

~ NOTESTOTHEFINANCIAL STATEMENTS

15. Long-term investments

Group
2004 2003
HK$"000 HK$000
Club membership, ut cost 338 338
Unlisted investments, ut cost 467 467
805 805

16. Deposit for software development

Group
2004 2003
HK$'000 HK$000
At 1 January 1.234 -
Additions - 1,234
Refund (655) -
Impuirment (Note 4) 579 -
At 31 December - 1,234

17. Long-term systems integration contracts in progress

Group
2004 2003
HK$"000 HK$’000
Cost incurred to dute plus recoynised profits to dute 13,236 1.593
Less: proyress billings (11,410) (4,135)
1,826 (2,542)

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

Amounts due from customers for contruct works 1,901 443
Amounts due to customers for contruct works (75) (2,985)
1,826 (2,542)

At 31 December 2004, retention monies held by customers for contruct works included in tfrude receivubles
of the Group under Note 18 umounted to HK$1,250,000 (2003: HK$2,126,000).
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18. Trade receivables

At 31 December 2004, the uyginy unualysis of trude receivubles were us follows:

Group

2004 2003

HK$000 HK$'000

Current to 90 days 5,123 2915
91 to 180 duys 70 591
181 to 270 duys 1,408 -
271 to 360 duys - 1,908
Over 360 duys 910 899
7.511 6,313
Less: Provision oh doubtful debts (2.300) (1.970)
5211 4,343

The credit ferms yrunted to customers vary und ure generully the results of neyotiutions between the
individuul customers und the Group. Customers ure generdlly reguired to puy ut various intervuls over the
life of the projects.

19. Pledged bank deposit

The bunk deposit is pledyed to secure u performunce bond issued by u subsidiary in connection with u
contract sighed with a customer. The performunce bond will be expired on 30 June 2005.

20. Cash and bank balances

At 31 December 2004, RMB4,163,000 (2003: RMB3,270,000) of the Group’s cush und bunk bulunces were
denominuted in Renminbi und kept in the PRC. The conversion of these Renminbi denominuted bulunces
into foreignh currencies is subject to the rules und reyulutions of foreign exchunge control promulyguted by
the PRC yovernment.

21. Trade payables

At 31 December 2004, the uyging undlysis of trade puyubles were us follows:

Group

2004 2003

HK$'000 HK$'000

Current to 90 duys 5,154 1,806
91 to 180 duys 44 379
181 to 270 duys - -
271 to 360 duys - -
Over 360 duys 1,651 1,738
6,749 3,923

—
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22. Warranty provision

Group
HK$’000
At 1 Junuary 2004 1,244
Less: Unused umounts reversed 4)
At 31 December 2004 1,240
2004 2003
HK$000 HK$’000

Andalysis of wurranty provision
Current 1,240 1,244

The Group yives 12-month wurrunties on certuin contructs und undertukes to repuir or repluce items thut
fuil to perform sutisfuctorily.

23. Amount due to a subsidiary

The umount due to u subsidiury is unsecured, interest free und hus ho fixed terms of repuyment.

24. Convertible note

Group and Company

2004 2003
HK$'000 HK$'000
4% Convertible note (the "Note”) 4,000 -

Pursuunt to the Subscription Agreement duted 21 June 2004 entered intfo by the Compuny und un
independent third purty, VC Finunce Limited (the “Subscriber”), the Compuny hus ugreed to issue und the
Subscriber hus augreed to subscribe for the Note with u principal umount of HK$4,000,000. At 31 December
2004, the Note wus issued.

Principul terms of the Note ure set out below:

(a) Interest

The Note beurs inferest ut 4% per unnum of the principul umount of the Note und is puyuble semi-
annudlly in arrear on 30 June und 31 December in euch yeur,

(b) Conversion period

The Noteholder will have the right to convert the Note into shares ut uny time during the conversion
period (i.e. from 7 July 2004 to 6 Junuury 2006).

—
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24. Convertible note (Continued)

©) Conversion price

The Note will be convertible into shures (*Conversion Shures “) ut un initiul conversion price of
HKS$0.37 per shure ("Conversion Price”). The Conversion Price will be subject to udjustment for,
uamony other thinys, subdivision or consolidution of shures, the muking of u free distribution of
shures, the decluration of u dividend in shares und other dilutive events,

(d) Ranking of conversion shares

Conversion Shures will rank puri pussu in dll respects with the shares then in issue on the relevunt
dute of exercise of the conversion rights.

(e) Maturity

The Note shull hot become due nor repuyuble until the muturity date i.e. 6 Junuury 2006 (“Muturity
Dute”) unless previously redeemed or converted, the Compuny will redeem the Note ut its principul
umount, plus uccrued interest, on the Muturity Dute.

(f) Early redemption

Commencinyg three months ufter the issue of the Note und prior to the Muturity Dute, the Compuny
muy by notice to the Noteholder (which notice will be irrevocuble), redeem ull of the Note from
fime to time ut its full umount outstundiny, toyether with uccrued interest thereon. If the 10-duy
averuye closing price of the shures over the 10 truding duys up to und including the dute of the
notice shull be higher thun the Conversion Price, the Compuny shull puy to the Noteholder the
difference of thut uveruye closing price und the Conversion Price, multiplied with the number of
Conversion Shures thut would huve been issued to the Noteholder hud it exercised its conversion
right on thut day.

(9) Voting rights

The Noteholder will hot huve right to uttend or vote in uny shureholders” meeting of the Compuny
by virtue of the Note ulone.
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25. Share capital

Authorised
Ordinary shares of HK$0.10 euch
No. of shures HK$'000
At 31 December 2003 und 2004 1,200,000,000 120,000

Issued und fully puid
Ordinary shares of HK$0.10 euch

Note No. of shures HK$ 000
At 1 January 2003 192,000,000 19.200
Issue of shures from pluciny () 12,000,000 1.200
At 31 December 2003 und 2004 204,000,000 20,400

(W) On 26 August 2003, 12,000,000 new shares of HKS$0.10 euch ut plucing price of HKS$0.25 per shure
were issued from plucing. These shares runk puri pussu with the existing shares. The proceeds from
this plucing wus used for yenerul working cupital purpose.

26. Share options

Pursuunt to u resolution pussed on 16 August 2001, the Compuny’s shure option scheme wus upproved
und udopted. Shure options ure yrunted to eligible employees, including executive Directors of the
Compuny. A nominal consideration at HKS10 wus puid by the employees for euch lot of shure options
grunted. Movements in the humber of shure options outstunding during the yeur are us follows:

Number of options

2004 2003
At the beyinning of the yeur 7,288,000 8,288,000
Granted - -
Lapsed - (1,000,000)
At the end of the year 7,288,000 7,288,000

At 31 December 2004, the followiny options to subscribe for shures were outstunding under the Compuny’s
shure option scheme:

Exercise price

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

—
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27. Reserves

Group
Shure Cuapital Exchunge Accumuluted

premium reserve reserve losses Totdl

HK$"000 HK$"000 HK$"000 HK$"000 HK$"000
At 1 January 2003 35,365 (1,628 (144) (39,858) (6,265)
Issue of shures from plucing 1,800 - - - 1,800
Issuiny expenses (155 - - - (155)
Loss for the yeur - - - (10,006) (10,0006)
At 31 December 2003 37,010 (1,628 (144) (49,864) (14,626)

Representing:
Compuny and subsidiaries 37,010 (1,628 (144) (46,797) (11,559)
An ussociuted compuny - - - (3,067) (3,067)
37,010 (1,628) (144) (49,864) (14,626)
At 1 January 2004 37,010 (1,628 (144) (49,864) (14,626)
Loss for the yeur - - - (4,410) (4,410)
At 31 December 2004 37,010 (1,628 (144) (54,274) (19,036)
Representing:
Compuny und subsidiaries 37,010 (1,628 (144) (49,774) (14,536)
Associuted compunies - - - (4,500) (4,500)
37,010 (1,628) (144) (54,274) (19,036)
Company
Shure  Contributed  Accumuluted

premium surplus losses Totdl

HK$"000 HK$"000 HK$"000 HK$"000

At 1 Junuary 2003 35,365 3.916 (22,939) 16,342
Issue of shures from pluciny 1,800 - - 1.800
Issuiny expenses (155) - - (155)
Loss for the year - - (30,780) (30.,780)
At 31 December 2003 37.010 3.916 (83.719) (12,793)
At 1 Junuary 2004 37,010 3.916 (63,719) (12,793)
Loss for the yeur - - (6,092 (6,092
At 31 December 2004 37,010 3.916 (59.811) (18.,885)

—
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28. Notes to the consolidated cash flow statement

(a) Reconciliation of operating loss to net cash outflow from operating activities

2004 2003
HK$"000 HK$"000
Operuting loss (2,839) (8.,851)
Guin on disposal of u fixed usset 3) -
Interest income m m
Depreciution 254 499
Fixed ussets written off - 3
Provision for doubtful debts 907 2,048
Impuirment of deposit for soffwure development 579 -
Impuirment of inferest in un ussociated compuny 2,748 -
Impuirment of other receivuble - 187
Operuting profit/(loss) before working cupitul chunyes 1,645 (6,115)
Decreuse/(increuse) in amount due from
un ussociuted compuny 109 (165)
Increuse in bunk deposit - (732)
(Increuse)/decreuse in umounts due from/(to) customers for
contruct works (4,368) 4,842
Increuse in tfrude receivubles 1,775 (1,693)
Increuse in deposits, prepuyments und
other receivubles (63) (630)
Increuse in frade puydbles 2,826 1.872
Decreuse in duccrued churges, other puyubles und
warranty provision (1,383) 331D

Net cush outflow from operuting uctivities (3,009 (2,952)
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28. Notes to the consolidated cash flow statement (Continued)

Analysis of changes in financing during the year

Share Share Convertible

cupitdl premium note

HK$'000 HK$'000 HK$'000

At 1 Junhuary 2003 19,200 35,365 -
Issue of shures 1,200 1,800 -
Issuing expenses - (155) -
At 31 December 2003 20,400 37,010 -
Issue of convertible note - - 4,000
At 31 December 2004 20,400 37,010 4,000

29. Retirement benefits scheme

Prior fo 1 December 2000, the Group did not huve uny pension or retirement benefits scheme for its
employees in Hony Kony. With effect from 1 December 2000, the Group hus set up u defined conftribution
retirement scheme ("MPF Scheme”) under the Mundutory Provident Fund leyislation reguluted by the
Mundutory Provident Fund Scheme Authority in Hong Kohy und to muke conftributions for its eligible
employees in Hony Kony ut rutes specified in the rules.

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

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

(a) Capital commitments

At 31 December 2004, the Group hud the following cupitul commitments:

2004 2003
HK$"000 HK$"000

Contructed but not provided for
- Softwure development costs 748 1,982
- Purchuse of muterials for projects 2,208 1.472
2,956 3.454

(b) Operating lease commitments

At 31 December 2004, the Group hud future ugyregyute minimum leuse payments in respect of
lund und buildings under honh-cuncelluble operuting leuses us follows:

2004 2003

HK$"000 HK$"000

Not luter than one year 944 563
Later thun one yeur but not luter thun five yeurs 476 241
1.420 804

31. Approval of financial statements

The finunciul stutements were upproved by the Bourd of Directors on 29 March 2005.
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NOTICE IS HEREBY GIVEN thut the Annuul Generul Meeting of Angels Technologyy Compuny Limited (the
"Compuny”) will be held ut Room 2712, 27th Floor, West Tower, Shun Tuk Centre, 168-200 Connuuyht Roud
Centrul, Hony Konhy on Tuesduy, 10 Muy 2005 ut 3:00 p.m. for the followiny purposes:

1. To receive und consider the uudited Finunciul Stutements und the reports of the directors und
auditors for the yeur ended 31 December 2004;

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

followinyg resolutions us ordinary resolutions:
A. “THAT:

(w) subject to purauygrauph (c) below, the exercise by the directors of the Compuny duriny
the Relevunt Period (us hereinufter defined) of ull the powers of the Compuny to
ullot or issue shures in the cupitul of the Compuny und to muke or yrunt offers,
uygreements und options which would or might reguire the exercise of such power be
und is hereby yenerully und unconditionally upproved;

) the approval in paragraph (u) ubove shall authorise the directors of the Compuny
during the Relevunt Period to muke or yrant offers, ugreements uand options which
would or might reyuire the exercise of such powers ufter the end of the Relevunt
Period;

(©) the agyregyute nominul umount of shure cupitul dllotted or issued or uyreed
conditionully or unconditionully to be dllotted or issued (whether pursuunt to options
or otherwise) by the directors of the Compuny pursuunt to the approval in paragraph
(u) ubove, otherwise than pursuant to (i) u Rights Issue (us hereinufter defined); or (ii)
uny share option scheme or similur arrangement of the Compuny for the time beiny
udopted for the grant or issue to officers und/or employees of the Compuny and/or
uny of its subsidiaries of shares or rights to acquire shares of the Compuny; or (i) uny
scrip dividend or similur urrangement providing for the ullotment of shures in lieu of
the whole or purt of u dividend on shures of the Compuny in uccordunce with the
urticles of ussociution of the Compuny in force from time to time; or (iv) the exercise
of rights of subscription or conversion under the terms of uny warrants or convertible
bonds issued by the Compuny or uny securities which ure convertible into shures of
the Compuny, shull not exceed 20 per cent. of the uyyreyute nominul umount of
the shure cupitul of the Compuny in issue on the dute of pussing this Resolution und
the suid upprovul shall be limited uccordingly; und

(d) for the purpose of this Resolution:

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

0) the conclusion of the hext unnuul generul meeting of the Compuny;
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©
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(i the expiration of the period within which the next unnudl yenerul meeting of
the Compuny is reyuired by the urticles of ussociution of the Compuny or uny
other upplicuble laws of the Cauymun Islunds to be held; or

iy the pussing of un ordinury resolution by the members of the Compuny in
ygeherul meeting revoking or varying the authority given to the directors of the
Compuny under this Resolution.

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

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

the uyyreyute hominul umount of shares of the Compuny which muy be repurchused
by the Compuny on the Growth Enterprise Murket of The Stock Exchunyge of Hony
Kony Limited or uny other stock exchunyge recogynised for this purpose by the Securities
und Futures Commission of Hony Kohy und The Stock Exchunye of Hony Kony Limited
under the Hony Kony Code on Shure Repurchuse pursuunt to the upproval in
puragraph (u) ubove shall not exceed 10 per cent. of the uyyregyute hominal umount
of the issued share cupital of the Compuny us ut the dute of pussing this Resolution
und the authority pursuunt to puragraph (a) of this Resolution shall be limited
uccordingly; und

for the purpose of this Resolution, “Relevunt Period” shull huve the sume meuniny us
ussighed to it under Ordinury Resolution 4A of this notice.”
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C. “THAT: condifionul upon Resolutions 4A und 4B ubove beiny pussed, the ugyregyute hominal
umount of shares in the capital of the Compuny which are repurchused by the Compuny
under the uuthority yrunted to the directors us mentioned in Resolution 4B ubove shull be
udded to the uygygregyute hominul umount of share cupital that muy be dllotted or uyreed
conditionully or unconditionully to be dullotted by the directors of the Compuny pursuunt to
Resolution 4A, provided thut the umount of share cupitdl repurchused by the Compuny
shull not exceed 10 per cent. of the totul hominul umount of the shure cupitul of the
Compuny in issue on the dute of this Resolution.”

By order of the Bourd
Wong Choi Chak
Compuny Secretury

Hong Kony, 31 March 2005

Notes:

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

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

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

4, If two or more persons ure joint holders of u share of the Compuny, the vote of the senior who tenders u vote, whether
in person or by proxy, will be uccepted to the exclusion of the other joint holder(s). For this purpose, seniority shull be
determined by the order in which the humes stund in the reyister of members of the Compuny in respect of the joint
holdiny.

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

6. In uccordunce with the urticles of ussociution of the Compuny, Ms. Wu Xin will hold the office of u director until the
unhuul generul meeting und Mr. Yuny Xiuoping will retire ut the unnuul generul meeting und both directors, beiny
eligible, will offer themselves for re-election. Brief bioyruphicul detuils of both Directors ure set out in Appendix Il to the
circulur of the Compuny duted 31 March 2005.

As ut the dute hereof, the Bourd comprises:
Executive Directors:

Mr. Yun, Duniel X.D.

Mr. Lau, Ahdrew Kim

Mr. Zhu Quun

Ms. Shek Yiny, Christine

Independent Nonh-executive Directors:
Mr. Yuny Xiuopiny

Mr. Zhuo Miny

Ms. Wu Xin



