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

Principal activities

The principal activity of the Company is investment holding. During
the year, the Group was involved in the distribution of computer
hardware and software products and the provision of computer
technology services. Details of the principal activities of the Group's

principal subsidiaries are set out in note 14 to the financial statements.

There were no significant changes in the nature of the Group’s

principal activities during the year and up to the date of this report.

Results

The Group’s results for the year ended 31 December 2004 and the
state of affairs of the Company and of the Group at that date are

set out in the financial statements on pages 28 to 100.

Summary financial information

The following is a summary of the published consolidated results
and the assets, liabilities and minority interests of the Group, prepared
on the basis set out in the note below. This summary does not form

part of the audited financial statements.
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Summary financial information (continued) HHERBE (%)

Results ¥E

Year ended 31 December

BE+-A=t-HLEE

2004 2003 2002 2001 2000
—ZEME “TT=E LT CE . L%
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
F&T FET FET FET FET
TURNOVER =E £ /—
Continuing operations SEEEER 237,841 261,692 188,784 448,684 417,247
Discontinued operations B & IF ¥ - - 155,084 127,703 -
237,841 261,692 343,868 576,387 417,247 1 7
&
T
PROFIT/(LOSS) BEFORE TAX BRBEAIF,/ (&518) <
Continuing operations SEEEEB (29,755) (15,734) (35,317) (89,178) 20,712 =
Discontinued operations BARIEER - - (99,863) 4,855 - :‘
°
(29,755) (15,734) (135,180) (84,323) 20,712 o
Tax BB (175) 1,974 (4,065) (333) (871) f
s
PROFIT/(LOSS) BEFORE Rt DERRER c
MINORITY INTERESTS AER (EB1R) (29,930) (13,760) (139,245) (84,656) 19,841 <
Minority interests DHRRER 3,077 (1,622) (8,624) (4,152) (1,628)
NET PROFIT/(LOSS) FROM ~ BEREGRAEEL
ORDINARY ACTIVITIES ZHR, (CFER)
ATTRIBUTABLE TO
SHAREHOLDERS (26,853) (15,382) (147,869) (88,808) 18,213
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31 December

+=—HA=+—H
2004 2003 2002 2001 2000
—EENF T -F T F —TE-F —TET
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
FET FETT FETT FETT FETT
NON-CURRENT ASSETS ERBEE 86,924 90,257 58,761 137,165 94,675
CURRENT ASSETS RBEE 238,526 281,019 264,275 400,488 378,610
CURRENT LIABILITIES TBEE (189,819) (205,835) (143,632) (239,205) (128,364)
NET CURRENT ASSETS TRBEEFE 48,707 75,184 120,643 161,283 250,246
TOTAL ASSETS LESS EEA/F
CURRENT LIABILITIES REBEE 135,631 165,441 179,404 298,448 344,921
NON-CURRENT LIABILITIES A B &E (487) (737) (953) (629) (1,529)
MINORITY INTERESTS PERRER (4,454) (7,531) (5,909) (52,072) (4,540)
130,690 157,173 172,542 245,747 338,852
Fixed assets BEE&EE
Details of movements in the fixed assets of the Company and of the AR EAEBEERTEERNFRNZEBFHEHD

Group during the year are set out in note 12 to the financial

statements.
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Share capital and share options

Details of movements in the Company’s share capital and share
options during the year, together with the reasons therefor, are set

out in notes 28 and 29 to the financial statements, respectively.

Reserves

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 30 to the financial
statements and in the consolidated statement of changes in equity

on page 31, respectively.

Distributable reserves

At 31 December 2004, the Company had no retained profits available
for cash distribution and/or distribution in specie. Under the
Companies Act 1981 of Bermuda, the Company’s contributed surplus
of HK$39,431,000 is currently unable to be distributed. The
Company’'s share premium account, in the amount of
HK$341,274,000 at 31 December 2004, may be distributed in the

form of fully paid bonus shares.

Pre-emptive rights

There are no provisions for pre-emptive rights under the Company’s
bye-laws or the laws of Bermuda, being the jurisdiction in which the
Company was incorporated, which would oblige the Company to

offer new shares on a pro rata basis to its existing shareholders.
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Purchase, redemption or sale of listed securities of the Company

Neither the Company, nor any of its subsidiaries purchased, redeemed

or sold any of the Company’s listed securities during the year.

Major customers and suppliers

In the year under review, sales to the Group's five largest customers

accounted for less than 30% of the Group’s total sales for the year.

Purchases from the Group’s five largest suppliers accounted for 40%
of the total purchases for the year and purchases from the largest
supplier included therein amounted to 12% of the Group’s total

purchases for the year.

None of the directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the directors,
own more than 5% of the Company’s issued share capital) had any

beneficial interest in the Group’s five largest customers or suppliers.

Directors

The directors of the Company during the year and up to the date of

this report were as follows:

Executive directors:
Mr Chan Tze Ngon
Mr Wu Emmy

(Chairman)
(Deputy Chairman)
Mr Tang Kin Hung

Mr Chow Siu Lam, Cliff (Resigned on 1 February 2005)
Independent non-executive directors:

Mr Lo Siew Kiong, John, O.B.E., J.P.

Mr Fu Yan Yan

Ms Wang Xi Ling (Appointed on 23 September 2004)
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Directors (continued)

In accordance with bye-law 114 of the Company’s bye-laws, Ms Wang
Xi Ling will retire and, being eligible, will offer herself for re-election

at the forthcoming annual general meeting.

In accordance with bye-law 111 of the Company’s bye-laws, Mr Lo
Siew Kiong, John will retire by rotation and, being eligible, will offer
himself for re-election at the forthcoming annual general meeting.
Apart from Mr Chan Tze Ngon and Mr Wu Emmy, all the other
executive directors of the Company, are subject to retirement by
rotation and re-election in accordance with the provisions of the

Company’s bye-laws.

Directors’ and senior management’s biographies

Biographical details of the directors of the Company and of the
senior management of the Group are set out on pages 13 to 15 of

this annual report.

Directors’ service contracts

No director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company which is not
determinable by the Company within one year without payment of

compensation, other than statutory compensation.

Directors’ interests in contracts

Save as disclosed in note 34 to the financial statements, no director
had a material beneficial interest, either direct or indirect, in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the year.

Related party transactions

Details of the related party transactions of the Group are set out in

note 34 to the financial statements.
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Directors’ and chief executive’s interests and short positions in
shares, underlying shares and debentures

At 31 December 2004, the interests and short positions of the
directors and chief executive of the Company in the shares, underlying
shares and debentures of the Company or its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFO")), as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model Code"),
were as follows:

Long positions in ordinary shares and underlying shares of the
Company:

EERTRAZRRO EHERORES 2#RZR
KA

RZZBZENF+-A=+—H ARRAEERTH
BENAARREMBEAE (EERLEHF RHERK
I (TREHREBEE ) EXVER) 2 B 18R
hhEFT BEARRREZESRBERIE
2R E 2 ERMATCHE SREBE LT ARE
FETERRSNEETR ([BETR EANE
AAFREABMAXZAABERAR ([BRA]) 2
BmSKoRB T

ARTREBRRABBREG 2 HE

Number of issued ordinary
shares and underlying shares
of HK$0.10 each

in the Company held
Personal interests

RFAEAXAREEREHE0I0ETT

Percentage of

Capacity ERTETERREBARA ZEE Notes holding
1% B A R & bt &t BERESL
Director:
BE:
Mr. Chan Tze Ngon Beneficial owner 82,614,000 16.43%
PR S5 £ Em#AEA
Mr. Wu Emmy Beneficial owner 5,000,000 1 0.99%
REG % Em#AEA
Mr. Tang Kin Hung (Mr. Tang) Beneficial owner 15,500,000 2 3.08%
Btk & (Bl k&) Em#AEA
Former Director:
BIEE:
Mr. Chow Siu Lam, Cliff Beneficial owner 5,000,000 1 0.99%
AL FREE EnEBA
Note 1: These shares may be allotted and issued to him upon exercise of  MfiF1: HWERHAELGEAR-_ZTTZ=F+—AETHE

the share option granted to him in November 2003, details of which
are set out in the note 29 (headed “Share Option Scheme”) under
the “Notes to Financial Statements” set out on pages 88 — 93 of
this annual report.

Note 2:  The 15,500,000 shares represent (i) 10,500,000 shares owned by
Mr Tang and (i) 5,000,000 shares which may be allotted and issued
to him upon exercise of the share option granted to him in November
2003, details of which are set out in Note 29 (headed “Share Option
Scheme”) under the “Notes to Financial Statements” set out on
pages 88 — 93 of this annual report.
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Directors’ and chief executive’s interests and short positions in

shares, underlying shares and debentures (continued)

In addition to the above as at 31 December 2004, certain directors
have non-beneficial personal equity interests in certain subsidiaries
held for the benefit of the Company solely for the purpose of

complying with the minimum company membership requirements.

Save as disclosed above, none of the directors or the chief executive
of the Company had registered an interest or short position in any
shares, underlying shares or debentures of the Company or any of
its associated corporations that was required to be recorded pursuant
to Section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.

Directors’ rights to acquire shares or debentures

Save as disclosed in note 29 to the financial statements, at no time
during the year were rights to acquire benefits by means of the
acquisition of shares in the Company granted to any director or their
respective spouse or children under 18 years of age, or were any
such rights exercised by them; or was the Company, or any of its
subsidiaries a party to any arrangement to enable the directors to

acquire such rights in any other body corporate.

Share option schemes

Concerning the share options granted during the year to the directors
and employees as detailed in note 29 to the financial statements,
the directors do not consider it appropriate to disclose a theoretical
value of the options granted because in the absence of a readily
available market value of the share options on the ordinary shares of
the Company, the directors were unable to arrive at an accurate

assessment of the value of the share options.
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Substantial shareholders’ and other persons’ interests and short

positions in shares and underlying shares

Other than the directors and chief executive of the Company, whose
interests are set out in the section “Directors’ and chief executive's
interests and short positions in shares, underlying shares and
debentures” above, no other person had registered an interest or
short position in the shares or underlying shares of the Company
that was required to be recorded in the register of interests pursuant

to Section 336 of the SFO.

Code of Best Practice

None of the Directors is aware of any information that would
reasonably indicate that the Company is not, or was not for any part
of the year ended 31 December 2004 in compliance with the then
applicable Code of Best Practice (“Code”) as set out in Appendix 14
of the Rules (the “Listing Rules”) Governing the Listing of Securities
on the Stock Exchange during the year under review. In the opinion

of the Directors, this meets the same objective as the Code.

To comply with the Code, the Company set up an audit committee
(the “Committee”) on 12 June 1999 with written terms of reference
for the purpose of reviewing and providing supervision on the financial
report process and internal control of the Group. The Committee
comprises the three independent non-executive Directors of the

Company.

Under Rule 13.13 and 13.15 of the Listing Rules, the Company is
required to disclose the trade receivables from UT Starcom Telecom
Company Limited and China Construction Bank, Xin Jiang Branch,
the customers of the Group and being independent of the Company
as determined by the directors of the Company, exceed 8% of any
of the total assets of the Group shown in the Group’s latest published
interim report or the Company’s market capitalisation. Further
disclosure of the transaction are set out in the announcement of the

Company dated 12 November 2004 and 13 December 2004.
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Audit Committee

The Company established an audit committee in 1999, which
comprises three independent non-executive directors, in accordance
with paragraph 14 of the Code. The audit committee meets regularly
mainly to consider the nature and scope of audit reviews, the
effectiveness of the Group’s financial reporting process and internal
control systems, and compliance with the relevant rules and

regulations.

Auditors

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

ON BEHALF OF THE BOARD

Chan Tze Ngon

Chairman

Hong Kong
26 April 2005
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