RESCERAGREEFRAF
FORTUNE TELECOM HOLDINGS LIMITED

| AT MRS T Wl D R orporied in Beenods with imied bebdity )

e G i o

LM =Ea 15!

...... R ‘mmmmnitnil 11 i o

LR b B i s e i
1 i

i
L = § [] ol W A e e
FEaF RS - &

:{' Ve teger o FINSE AT faev
. 1 i eswwmmrba o1 BRe § WY

ChsEritadbnyy 3F A Ei-IvreEsiviar
it i ¥ emrrerreesreds b deery Frradsel o







REEEHKEEFRDLA “ERNEER
FORTUNE TELECOM HOLDINGS LIMITED ANNUAL REPORT 2004

B &
TABLE OF CONTENTS

02

T BB
Major Business Partners

07

B 5 SH A AR
Distribution Coverage
in the PRC

10

EBRE
Corporate Milestones

03

=3¢l
Corporate Culture

SETELRE
Business Structure

11

HAFEEE
Significant Events
During The Period

NREHR
Corporate Information

09

MR 2
Financial Highlights

12

EFRBEE
Chairman’s Statement

15

S ERE S
Management Discussion
& Analysis

NS
Corporate Profile

Directors & Senior
Management Profile

i

EXRRREEAEGN

01



REEGHEKZEEFRARA “ERNEER
FORTUNE TELECOM HOLDINGS LIMITED ANNUAL REPORT 2004

EFERXRBH B H
MAJOR BUSINESS PARTNERS

NOKIA @mororoa  BENQ NEC

¢ pmme O,

A

| UTStarcom
PESBEHEE T
s oo

Microsoftt  —==={(J)  OFNOCO  SONY

02



it % X1k
CORPORATE CULTURE

RESERABEEARAR
FORTUNE TELECOM HOLDINGS LIMITED

—EEMFEER
ANNUAL REPORT 2004

ad
:‘.n-‘y_

v s e
e
N i

03



NCIR -

REEGAKXEEERLF “ERNEER
FORTUNE TELECOM HOLDINGS LIMITED ANNUAL REPORT 2004

CORPORATE INFORMATION

E=E
ESE
B/ NE

HITES
BEZ

FHUTES
Vot E 3

BAFAITES
LIEN
EEH

REWE
BWEES

BERGITED
BWEES

ENEEE
55k B
EEE
EEH

MU T R S B
BRHERER
ERBMNEAIEG3 5
ESmHFOARE1505-7 =

REAIER
B EeFEREIL RRE6665
AR

HE8C » ERFE

EERER
FE ISR
A2 EE328F

BOARD OF DIRECTORS

Chairman
Lau Siu Ying

Executive Director
Luo Xi Zhi

Non-Executive Directors
Fung Oi Ip, Alfonso
Lo Wing Yat

Independent Non-Executive Directors
Chang Wing Seng, Victor

Liu Kwok Fai, Alvan

Fok Wai Ming, Eddie

Company Secretary
Yuen Wai Ho

Qualified Accountant
Yuen Wai Ho

Audit Committee
Chang Wing Seng, Victor
Liu Kwok Fai, Alvan

Fok Wai Ming, Eddie

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS

Hong Kong Head Office
Room 1505-7, Tower A, Regent Centre
63 Wo Yi Hop Road, Kwai Chung, Hong Kong

China Head Office

Room C, E and F, 8th Floor, East Tower

Shanghai Hi-Tech King World

No. 666, Beijing East Road, Huang Pu District, Shanghai, PRC

Shanghai Office
Room 328, Xin Mao Lou, No. 2 Tai Zhong Nan Lu
Waigaogiao Free Trade Zone, Shanghai, PRC
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AREF Corporate Information

FTERMDBEELE PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE

The Bank of Bermuda Limited The Bank of Bermuda Limited

Bank of Bermuda Building Bank of Bermuda Building

6 Front Street, Hamilton HM11 6 Front Street, Hamilton HM 11

Bermuda Bermuda

ROBERBFEEBD R HONG KONG BRANCH SHARE REGISTRAR AND TRANSFER
OFFICE

B BEA LD ERAT Abacus Share Registrars Limited

BB ELITES6H:
RGI/ITAER O T

R BLEm

=% « MERIT GETANTT

AR

Conyers Dill & Pearman

FEEREAT
R{EEREEIRTT
BITIRTT
REBIRTT
BERTT
BARTT

NGIE D2
www.fortunetele.com

www.fortunetele.com.cn
www.synergy-hk.com.hk

7N
110

Ground Floor, Bank of East Asia Harbour View Centre
56 Gloucester Road, Wanchai, Hong Kong

AUDITORS

Deloitte Touche Tohmatsu

LEGAL ADVISORS

Conyers Dill & Pearman

PRINCIPAL BANKERS

CITIC Ka Wah Bank
Standard Chartered Bank
Bank of East Asia

China Merchants Bank
Bangkok Bank

CORPORATE WEB-SITES

www.fortunetele.com
www.fortunetele.com.cn
www.synergy-hk.com.hk —

STOCK CODE
110
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Fortune Telecom Holdings Limited (“Fortune Telecom” or the “Group”), is
the leading distributor, retailer and value added services provider of mobile
phones, Personal Digital Assistants (“PDAs"), MP3 and wireless broadband
communication solutions in the People’s Republic of China (the “PRC")
and Hong Kong. Fortune Telecom distributes products manufactured by
world-class telecommunications and technology companies such as 3Com,
Agere, Alcatel, BenQ, Bird, Handspring, Kejian, Motorola, NEC, Netgear, Nokia,
0,, palmOne, Proxim, Siemens and Sony.

Fortune Telecom was established in Hong Kong in 1992 and was listed on
the Main Board of The Stock Exchange of Hong Kong Limited with Stock
code "110" in January 2004.

Customers and major business partners include leading network in the
PRC and Hong Kong such as China Mobile, China Telecom, China Unicom,
CSL, wholesalers, resellers, retailers, internet service providers and operators,
various government institutions and corporate customers.

The Group provides integrated distribution services which include sourcing,
warehousing, promotional marketing, wholesale, direct selling, retailing and
express delivery of mobile phones, PDAs, Wireless LAN and all related
accessories.

The Group also provides innovative value added services to network
operators and manufacturers which include support for prepaid SIM
programmes, SIM Lock programmes, inventory management, fulfillment,
telemarketing, product warranty, repair and refurbishment.

Fortune Telecom possesses an extensive distribution and services network,
with operations in Hong Kong, Beijing, Shanghai, Guangzhou, Chengdu
and over 36 sales operations in province/city levels across the PRC. The
Group has over 7,000 active customers and supplies directly to over 20,000
mobile and IT retail shops in the PRC and Hong Kong.

The Group's corporate culture rests on the integration of the West and the
East, modern and traditional management philosophy, with an aim to build
up a “Continuous Learning Enterprise”. The corporate spirit of Fortune
Telecom focuses on “Human Enterprise”. Under the leadership of its aspiring
and energetic management, Fortune Telecom’s staff will team up and move
towards the Group's goal of ranking as one of the largest and best wireless
communication and data products and services providers in the region.
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Net Profit Earnings per Share

42,916

31,627

F38 7T HK$'000
34l HK Cents

1.4.2004 - 1.4.2002 - 1.4.2008 - 1.4.2004 -

1.4.2002 - 1.4.2003 -
31.12.2004 31.3.2003 31.3.2004 31.12.2004

31.3.2003 31.3.2004

BRER BREEFE

Dividend per Share Net Assets Value per Share

384l HK Cents

31.3.2003 o 31.12.2004

1.4.2008 - 1.4.2004 -
31.3.2003 31.3.2004 31.12.2004
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IR FREBRILRERRAR ([RE]) - AEER 5 2 B ZHEk -
The Group's former trading arm - Express Fortune Limited (“EFL") was founded by Mr. Lau and his brothers
in Hong Kong.

REKRSHESRFPEEERER L — -

EFL became one of Nokia's earliest authorised distributors in the PRC.

RABERRREREEEEC BERTEEK -
Commenced Fortune Telecom Group's franchise retail business in the PRC.

RE B PraIZEMR B (RHHR5R - 8040) °
Listed on GEM Board of the Hong Kong Stock Exchange (Stock Code: 8040).

A I % 12,000,000 T 2 SREIE K °
A US$12 million syndicated loan was successfully arranged.

TERBERERSS ER) BR AR 251%%H -
Completed the acquisition of 51% shareholdings of Synergy Pacific (Holding) Limited.

RELSE LBISRATREEZESERBmEEREEEE L — - _
Fortune Shanghai was acknowledged by Shanghai Waigaogiao Free Trade Zone Management Committee as
one of the best enterprises for commodity sales.

AT ZHE 160,000,000/ 7T 2 SREIE K °
A HK$160 million syndicated loan was successfully arranged.

REBEEITFH_A—TEARDEFAMBB N TEBTAN RS -
The Group has achieved a record annual sale of 2.1 million sets of mobile phones and a record net profit
over HK$60 million.

EEE_F REDSBEE DBINSBERVEEEZESEREMEEREEREZ — -
For a consecutive year, Fortune Shanghai was again acknowledged by Shanghai Waigaogiao Free Trade Zone
Management Committee as one of the best enterprises for commodity sales.

AEE 2B A EERIZ005 LEFHKRAPTIFME5FH# -
The Group distributes Nokia's music handset model 3300 and Siemens’ handset model M55 on nationwide
basis.

REBEBBAR P ER B (RGOSR - 110) °
Listed on the Main Board of the Hong Kong Stock Exchange (Stock Code: 110).

The Group distributes BenQ's Tri-Band color display camera mobile phone model S670 in the PRC.

AREEKINEGHEEDT =AY BRTRMPIE#IIE BB EE76108 57 P B 2B HE -
The Group has successfully obtained national distribution right for Nokia's Tri-Band color display MP3 camera
mobile phone model 7610 in the PRC.

REBED D HAE =AY BRI E#I B B EFEAS00 X M300EL 55 -
The Group distributes BenQ's Tri-Band color display camera mobile phone model A500 and M300 in the
PRC.

RUSRG A A B ) SRR B = AR BB R B B E ZEM 100855, -

The Group distributes Nokia's GSM Tri-Band color display camera mobile phone model 3220 and GSM color
display mobile phone model 2600 on nationwide basis and BenQ's Tri-Band color display mobile phone
model M100 in the PRC.

6 BE1S 55 B S R )5 8L sEN-Cage QD Bl 2 B9 54 R AR Bl 9 SHRA E = $E% B8 RMP3 130
B E ZIRHINAEEEE EST00R5E -

The Group has obtained nationwide distribution right for Nokia’s mobile game phone N-Gage QD and
distributes BenQ's Tri-Band color display MP3 1.3 mega-pixels camera mobile phone model S700 in the
PRC.
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SIGNIFICANT EVENTS DURING THE PERIOD

R-ZZTMENA - AEEERSHEHERD
42 25 §E = sEpalmOne Treo 600 °

R-ZTMERA - AEEETE S HARE=
BX R ERII R B EES670RL 5

RZZEZTNFLA  AEEESHEED T
76108Y55H B 2B 5 §HfE - W EEAV Concept#t
R —IRBER 7 T - T EE2E D #HSoul &
Sign MP3E & E 88 - NN RS M E B IR F
ER/EABR=A=1T—RAEXR+=-A=1—
B AREFEHEEZEFEMNBARER—
2 o

R-ZTMENA  AEBEDERE 2R
BERNEAARBEYEN BT FZ2ELY
Stowaway$2 8% o

R-ZTMFAA - REEEFRES HAE=
YA @B AR ) BE T2 B) B 5EAS00 & M300%Y

=]
5K ©

R-ZZNE+A - AEERSFHEET TR
322082 By 3 - SWHERBHEL SR

B5E0, xda lIs ©

RZZEZNF+—R - AEEESHEED T
26005 5% 1 B 2Bl 7 SHHE o AN EIME B S HE
BB 2 B REE 50, mini xda I FE A B
D SHRRE = B @R Z E)E ZEM 10081 5E o

R-ZTENEF+—F - AEEESEHERE S
% B 1284 B EN-Gage QDA B 2 B 5 S I 71
MR SRR E = JER B B RMP3 13082 =47
M RETS B) B 5ES700RL 55 ©

In April 2004, the Group launched exclusively distributed Smartphone
palmOne Treo 600 in Hong Kong.

In May 2004, the Group distributed BenQ's Tri-Band color display camera
mobile phone models S670 in the PRC.

In July 2004, the Group obtained nationwide distribution right for Nokia's
handset model 7610 in the PRC and signed an exclusive distribution
agreement with AV Concept for the nationwide distribution for Soul and
Sign MP3 audio players in the PRC. The Company announced to change
its financial year end date from 31 March to 31 December to coincide with
that of the major subsidiaries operating in the PRC.

In August 2004, the Group launched the world first Bluetooth Stowaway
Keyboard for PDAs and Smartphones in Hong Kong.

In September 2004, the Group distributed BenQ's Tri-Band color display
camera mobile phone models A500 and M300 in the PRC.

In October 2004, the Group obtained nation wide distribution right for
Nokia's handset model 3220 in the PRC and launched Smartphones O,
xda Ils in Hong Kong.

In November 2004, the Group obtained nation wide distribution right for
Nokia's handset model 2600 in the PRC. The Group also launched the
well received Smartphones O, mini xda Il in Hong Kong and BenQ's Tri-
Band color display mobile phone
model M100 in the PRC.

In December 2004, the Group
obtained nation wide distribution
right for Nokia's latest mobile game
phone N-Gage QD and distributed
BenQ's Tri-Band color display MP3
1.3 mega-pixels camera mobile
phone model S700 in the PRC.
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EFEH/ESE Chairman's Staterment

Dear Shareholders,

| am pleased to report that the Group has fully recovered from its difficult
time in 2003/2004 when the impact of SARS had an adverse effect to the
Group's result and performance. With a full range of products covering
basically all market segments of the PRC market, the Group recorded a
satisfactory result for the nine months period. Sales volume reached the
record high of the Group in the second half of 2004 while the net profit
attributable to shareholders for the nine months period of HK$42.9 million
increased by 107% in comparison with that of the same period last year.
The Board proposed that a final dividend of HK3.75 cents per share be
declared for the period which is in line with the Group's practice to maintain
a stable dividend policy to shareholders.

The handset market remains very competitive in the PRC with more than
60 brands and 1,000 models. Even though some domestic manufacturers
faded out from the market, more new comers from domestic and overseas
entered into the market when the restrictions on manufacturing mobile
phones in the PRC are released. Nevertheless, three foreign brands, Nokia,
Motorola and Samsung still dominate the market with aggregate market
share of more than 50%. To cope with such situation, the Group will continue
to expand our brand coverage to increase our market share, while, at the
same time, to enhance our existing relationships with key players in the
market to obtain better supports from them. With this direction, the Group
just signed up the national distributorship agreement for certain handset
models of NEC targeting for mid to high end market. NEC handset sales
volume and market share have been significantly increased in China during
2004 and is expected to become a leading brand in the coming 3G era.

The Group will continue to enhance our coverage in third and fourth tier
cities and to deepen the existing market penetration. Information and control
are keys of business. To manage a network of 7,000 direct invoiced active
customers and coverage of over 20,000 retail shops in China, and to obtain
the most updated market information, the Group has already developed a
real time web-based distribution resources planning system by our own to
monitor closely every sales transaction. Only with a well-established
distribution network with sufficient board and deep coverage, the Group
could be in a better position to negotiate and to bargain with manufacturers
on national distributions of new models.
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During 2004, the Group has successfully hooked up with various provincial
China Mobile branches with the latest models like Nokia 2300, 3100, 3220
and 7610 for the direct supply business. We have shipped more than
200,000 handsets directly to China Mobile branches including Beijing,
Shanghai, Guangdong, Zhejiang, Jiangsu, Liaoning, Jiangxi, Shanxi and Henan,
etc.

To leverage the value of our distribution network and to provide more
products for our customers, the Group started to sell mobile phone
accessories under our own brand name “YAL". The first lot of 3,000 units
"YAL" Bluetooth headsets has already shipped to our customers with
satisfactory feedback.

As online commerce is getting popular in China and it is the Group's strategy
to extend the distribution channel to cover direct end users, the Group has
launched handset e-commerce portal (www.138yes.com) for selling mobile
phones online in the PRC.

To reduce the business risk and for a healthy growth, the Group will continue
to look for business opportunities to expand our business scope and to
improve our profit margin with diversification.

| take this opportunity to thank our team of talented people for their hard
work and valuable contributions over the period. They are the assets of the
Group and the Group will certainly provide all resources to enable them to
maximize their strengths and growth. | should also thank our financial
institutions, shareholders and investors for their continuous supports. The
Board of Directors, together with all the staffs, will continue to do their best
to deliver good results in the future.

Lau Siu Ying

Chairman and Chief Executive Officer
15 April 2005

Hong Kong
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REVIEW AND OUTLOOK

Financial Review

During the period, the Group obtained nationwide distribution right for four
key Nokia's new handset models: 7610, 3220, 2600 and N-Gage QD.
While the high value models 7610 and N-Gage QD contribute higher profit
margin, more popular models 3220, 2600 together with 3100 and 2300
enable the Group to achieve high and stable turnover. The total number of
handsets sold in the last quarter of 2004 of 741,000 sets maintained the
momentum in the third quarter of 2004 and the total number of handsets
sold during the nine months period made up to 1,964,000 sets, an increase
of 60% as compared with the corresponding nine months period last year
and 17% higher than the total number of handsets sold of 1,678,000 sets
in the last whole financial year. The annualized number of handsets sold for
the nine months period is the record high of the Group. As most of the
above models were launched in the second half of 2004, the strong demand
from the market is expected to continue in 2005.

The consolidated turnover for the nine months from 1 April 2004 to 31
December 2004 of HK$2,086 million represents an increase of
approximately 51% as compared with the corresponding nine months period
last year. The percentage increase in turnover is lower than the growth in
number of handsets sold, which is mainly caused by the change in sales
mix after the introduction of low selling prices of Nokia's models 2300 and
2600, which accounts for approximately one third of the sales volume.

Even though the selling prices of Nokia's models 2300 and 2600 are low
and the competition in the market is keen, the gross margin still improved
in the last quarter of 2004 to more than 5% resulted from the continuous
effort of the Group in bargaining with suppliers on higher gross margin. As
a result, the overall gross margin for the nine months period went up to
4.4%, 10% higher than the first six months of 2004 and an increase of 5%
as compared with that of 4.29% for the corresponding nine months period
last year. The Group will continue to negotiate for more favorable terms
with suppliers, including but not limited to longer contract term and higher
gross margin, and, so far, feedbacks from suppliers are positive. Nokia has
already offered a continuous national distribution right to the Group's
company for a longer contract term.
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Distribution costs, which mainly consisted of salesmen'’s salaries and
commissions, still maintained at approximately the same percentage of
turnover as in the last financial year. However, as administrative and other
operating expenses did not increase proportionally with the surging turnover,
the profit from operations for the nine months period of HK$65 million
increased by HK$27 million or 719% as compared with that of the
corresponding nine months period last year. The net profit attributable to
shareholders for the nine months period went up to HK$42.9 million,
increased by 107% as compared with that of HK$20.7 million for the same
period last year. The net asset value of the Group as at 31 December 2004
amounts to HK$349 million or HK$1.16 per share versus HK$321 million
or HK$1.06 per share as at 31 March 2004. The earnings per share for the
nine months period ended 31 December 2004 is HK14.2 cents, while the
earnings per share for the year ended 31 March 2004 is HK10.5 cents.

Synergy Pacific (Holding) Limited (“Synergy”) recorded a turnover of HK$100
million for the nine months period, as compared with that of HK$88 million
for the same period last year. The growth was mainly attributable to the
introduction of Smartphones including O, xda II, mini xda Il and Treo 600 in
Hong Kong during the period. Even though the demand for handheld devices
slows down, the demand for Smartphones is strong. The latest models of
Smartphones O, mini xda Il and Treo 650, being smaller in size and longer
battery life, launched in late last year and early this year respectively are
well received by the market. Synergy, being the main supplier of Personal
Digital Assistants and Smartphones in the Hong Kong market, will continue
to focus on the Smartphones market and take advantage of the increasing
demand of Smartphones in Hong Kong to increase its turnover in the coming
year.

As at 31 December 2004, the Group's aggregate bank borrowings amounted
to approximately HK$466 million, of which HK$353 million was revolving
working capital loans denominated in Renminbi to provide flexibility to the
Group in response to the changing monthly trading volume. The increase
in bank borrowing from HK$390 million as at 31 March 2004 to HK$466
million is mainly attributable to the increase in turnover and, hence, higher
working capital requirement. The interest rates for all the loans are fixed on
monthly, quarterly or semi-annual basis. The syndicated loan was fully repaid
before the maturity date through bilateral financing arrangement with the
Group's bankers during the period. The gearing ratio of the Group, calculated
as non-current liabilities to shareholders fund was approximately 18%. The
total bank deposits and cash balances amounted to approximately HK$302
million, of which HK$177 million has been pledged to banks. The finance
costs for the nine months period of HK$13 million is in line with of that of
last whole financial year of HK$17 million. The interest cover is approximately
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5.1 times. To cope with the increasing trend in interest rates and tightening
the control on bank borrowings arising from the macro-economic measures
in the PRC, the Group will continue to review and to monitor the existing
financing arrangement to reduce Renminbi revolving working capital loans
and to lower the finance costs.

During the period, there was no material change in the Group's funding
and treasury policy. As over 90% of the Group's sales and purchases are
denominated in Renminbi and the exchange rate of Renminbi and Hong
Kong dollar is relatively stable, the risk of currency exposure is considered
minimal.

The amount of inventory as at 31 December 2004 was HK$280 million,
which represents approximately 38 days stock turnover as compare to 48
days stock turnover based on the inventory level of HK$243 million as at
31 March 2004. The reduction in stock turnover period is mainly attributable
to the more efficient and effective control over the movements of inventory
after making use of the real time web-based distribution resources planning
system which is developed by the Group. The Group is taking a cautious
approach in inventory ordering and price negotiation with suppliers. Any
drop in price of the product has no material impact on the financial position
of the Group, as it will be covered by pre-arranged price rebates from
suppliers. Nevertheless, substantially all the inventory is still current models
of mobile phones and, hence, no provision for obsolescence is necessary.

The amount of trade receivable as at 31 December 2004 was HK$193
million, which represented approximately 25 days debtor's turnover period
as compare to 22 days as at 31 March 2004. The increase in debtor's
turnover period is mainly due to seasonal factors whereby turnover as well
as accounts receivable is normally higher at the end of the year than in
March. The Group adopts a very tight credit control policy and most of the
sales are on either cash basis or limited credit period of less than 30 days.
As at 31 December 2004, more than 95% of trade receivables were aging
less than 30 days and only a provision of HK$0.8 million was made during
the period on doubtful debts, which represents only approximately 0.04%
of the Group's turnover.

As at 31 December 2004, the Group did not hold any share investment.
There was no acquisition or disposal of material investment, subsidiary,
associates or affiliated company during the period. There was no significant
contingent liability or capital commitment as of 31 December 2004.
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As at 31 December 2004, the Group had a total number of 1,249
employees, which included 1,155 marketing representatives and non-
contracted promoters in various cities in the PRC. The increase in the number
of marketing representatives and promoters during the period was due to
the launch of new products and increased sales efforts targeting at third
and fourth tier cities. Employees are remunerated according to the nature
of their job and market trend, with quarterly performance evaluation to
determine rewards in motivating individuals. The Group provides staff welfare
and fund contribution to its employees in accordance with prevailing
regulations in the PRC and Hong Kong. There is no material change in
remuneration policy, bonus and share option scheme since 31 March 2004.
No option has been granted since the adoption of the current option scheme.

OPERATIONAL REVIEW

Market Overview

According to the statistics released by the Ministry of Information Industry,
China recorded more than 334 million subscribers to mobile phone services
as at the end of December 2004, equivalent to a penetration rate of 25.8
users per 100 persons. The number of mobile phone users in China
increased by approximately 65 million or 24% during the 12 months period
up to December 2004. The existing penetration rate is still low in comparison
with other developed countries, which are normally over 50%. With an
economic growth of more than 8% per annum in the PRC, it is expected
that the PRC mobile phone market will continue to grow at a double digit
figure per year.

The Chinese government has not yet decided on when to issue 3G licenses
and how many would be issued. While 3G technologies such as wideband
code division multiple assess (“W-CDMA") and CDMA demonstrated a
significant improvement in stability and reliability in field trials and were
ready for commercial operations, full scale field trials indicates that time
division synchronous code division multiple access (“TD-SCDMA") still
performing below standard in transmitting calls among different networks
and equipment vendors. Some industry reports expect that TD-SCDMA will
be aggressively pushed by the industry in China and will be officially rolled
out in October 2005. However, China Mabile, the largest operator of mobile
communication services in China, will be very likely to adopt the W-CDMA
standard. It is believed that all three standards or more will be introduced in
China by different operators when the chipsets and handsets for TD-SCDMA
phones are ready for commercial launching.
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The mobile phone market remains very competitive with over 1,000 models
at various price ranges. However, with better R&D capabilities, the top five
brands gradually increase their market shares and take up more than 60%
of the market share. In facing of the increasing competitions from South
Korea and Taiwan brands and lowering restrictions on foreign competitors
after entering the WTO, the shortage of components in the market and the
over optimistic sales expectation of the domestic brands, some domestic
manufacturers piled up with stock and forced to fade out from the market.
Import brands then dominate the market. Because of the keen competition
in the market, life cycles of handset models are getting short. This makes
handset become fashion rather than necessity and shortens the replacement
cycle too.

Business Review

Mobile phone distribution continues to be the Group's major core business
for the period, accounting for over 90% of the Group's turnover and
operation profit. The Nokia's model 3100 accounted for almost 40% of
the Group's sales volume during the period but was gradually taken up by
Nokia's models 2300 and 2600, which were launched in early and late
2004 respectively. These are basic entry models and target at low price
segment. In mid to high market segment, the performance of Nokia's models
3220 and 7610 are still promising. Although Nokia's model 3220 was
launched in September 2004, it already accounted for almost 10% of the
Group's turnover. The high end model Nokia's model 7610 accounted for
almost 20% of the Group's turnover during the period.

The Group has doubled its sales force during the period and enlarged its
customer base to cover more than 7,000 direct invoiced active customers
by the end of 2004. The Group will continue to enhance its distribution
network and deepen its penetration in the market to position itself as one
of the largest and leading mobile phone distributor in the PRC.

In Hong Kong, to capture the growing demand of Smartphone, the Group
will continue to look for and to introduce new models of different brands
for the market. To enhance customer relationship and to improve profit
margin, the Group will provide add-on services for customers and one-stop
solutions for commercial users to facilitate email communication over
Smartphones.
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Prospect and Outlook

With the national distribution rights for the latest Nokia's handset models
7610, 3220, 2600 and N-Gage QD, the management are confident that
these models together with other existing handset models will help the
Group to keep its turnover at a high and stable level at least in the coming
half year up to 30 June 2005.

Nevertheless, the Group will continue to seek for opportunities for further
development, which includes deepening existing market penetration by
recruiting more sales personnel to improve the geographical coverage in
third and fourth tiers cities, expanding existing brands portfolio to cover
basically most major import brands of mobile phones in the PRC, products
diversification by making use of existing logistic and distribution network to
sell MP3 audio players and phone accessories such as batteries and
bluetooth earphones which are under the Group’s own brand name,
providing added value services to customers to build up customer loyalty
and setting up website to conduct Internet sales of mobile phones in the
PRC. The Group will also consider various M&A possibilities to diversify our
business scopes.

Subsequent to the period end, the Group has obtained national distributor
right for certain models from NEC, which is not only one of the largest
players in Japan, but also a market leader in producing 3G mobile phones.
The Group will continue to line up with other 3G mobile phone
manufacturers and prepare itself to be a leading 3G mobile phone distributor
in the PRC market.
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DIRECTORS

Executive Directors

Mr. LAU Siu Ying, aged 41, is the founder, Chairman and Chief Executive
Officer of the Group. Mr. Lau has extensive working experience in the
telecommunications industry for over 15 years and has established solid
business contacts in both Hong Kong and the PRC. Mr. Lau is responsible
for directing the Group’s overall business policy and strategies as well as
overseeing the Group's business development in Hong Kong and the PRC.
Prior to setting up his own business, Mr. Lau worked for Hutchison Whampoa
Group for approximately five years, in charge of the business development
of the telecommunications in the PRC. Mr. Lau is also the Board Councillor
of China Mobile Communications Association (CMCA) in Beijing. Mr. Lau
holds a bachelor degree in Business Administration from the Chinese
University of Hong Kong and a master of Science degree in Information
Technology from the National University of Ireland, Dublin.

Mr. LUO Xi Zhi, aged 47, joined the Group in October 1995. Mr. Luo is
also financial controller of the Group’s PRC operation. Mr. Luo holds a
certificate in Accounting from the Finance Academy of Jiangxi Province. Mr.
Luo has approximately 20 years of financial and accounting experience in
the PRC. Prior to joining the Group in 1995, Mr. Luo was the chief accountant
for Zhaoging Sz Di Telecom Co,, Ltd. (ZEEHTEBMERAR).

Non-executive Directors

Mr. FUNG Oi Ip, Alfonso, aged 48, owns and operates a leading law
costs draftsman firm in Hong Kong which was established in 1986. Mr.
Fung developed computer programming, developed and published specialist
law costing software in 1986, which was subsequently licensed to the Hong
Kong Government for use in the Legal Aid Department. Mr. Fung was
appointed as a non-executive Director in October 1999.

Mr. LO Wing Yat, aged 46, is the Managing Director and Alternate Chief
Executive Officer of CITIC International Financial Holdings Limited, a Director
and an Executive Vice President of CITIC Ka Wah Bank and the Chief Executive
Officer of CITIC International Assets Management Limited. Mr. Lo graduated
from the University of Hong Kong with a bachelor degree in laws. Mr. Lo
was admitted as a solicitor of the High Court of Hong Kong in 1984 and a
solicitor of the Supreme Court in England and Wales in 1989. Prior to
joining CITIC Ka Wah Bank, Mr. Lo served as an in-house counsel of Bank of
China Hong Kong-Macau Regional Office and then became a partner of
Messrs. Kao, Lee & Yip and Messrs. Linklaters & Paines. Mr. Lo was appointed
as a non-executive Director in October 1999.

22



BIUFMITESE

BKBEE 675 BRI/HIMEAPCG
Business Pte. Limited &= H484¢1E - Z AT /AIER
Singapore Technologies Telecommunications
(Beijing) Pte Ltd. HYE FARLIPEMF © W
Singapore Technologies Group T{EB3i825%F
BRETIBRER BRI - KE XN Royal
Melbourne Institute of Technology & &t & » W52
PREBMRHARE B 2 ERERERIE - Bt
SR RTINS FORMB L& ETRD o (R IRAEM
BFHEAMAE  RNGTRIAE - FINRE
AR A LIRS ASLEE - &
R—NARZERMESNEEBBRIEEES
AMABTHBERIBA - RR—ARBFERM
NEZBAN T MR A AR FIZERAD © R
—NNANFTABEZEEARBIIERITES -

BEIELLE - 425% - RERERMEBINS
BEBA - BREEEZAERETEBRERE
B LERER - HABEBRECERES
BNERBBERNEZEESEREBEREBE
R EERBE - BAECEZERZEES
BNEEEKE  BEEFNEWESTRHRESR
BgUREANIBERFTEES - BEER
EZFEBBRARZIFNTES REHEN IR
MERATIREEEEIERBR AR 2B I
WITEE  ZERRHRBAER LM - B
FE A A IIE AR University of Manitobaz XX 2+
B TBRBUANMSBREE - RHRESE
& - FEABUSERER » IR— NN NFHER
BBristol PolytechnicTEBOERE R RIEERZ © R
—ANANF+RABEERBILIENTES -

ERERAKEEERRLT —ETNEFR
FORTUNE TELECOM HOLDINGS LIMITED ANNUAL REPORT 2004

EERSREEAERSN Directors and Senior Management Profile

Independent non-executive Directors

Mr. CHANG Wing Seng, Victor, aged 67, is currently the Managing Director
of APCG Business Pte. Limited in Singapore. Prior to this, Mr. Chang was the
Managing Director of Singapore Technologies Telecommunications (Beijing)
Pte Ltd. based in Beijing for two years. Mr. Chang had held various senior
management positions over 25 years with the Singapore Technologies
Group. Mr. Chang is a graduate in Accounting of the Royal Melbourne Institute
of Technology and has completed the Program for Management
Development at the Harvard University Graduate School of Business
Administration. Mr. Chang was a certified public accountant in both Singapore
and Australia. Mr. Chang was also a member of the Institute of Chartered
Accountants in Australia, the Australian Society of Accountants, the Institute
of Chartered Public Accountants of Singapore and the Singapore Society of
Accountants. Mr. Chang was registered as a Tax Agent by the Tax Agents’
Board for the State of Victoria in Australia in 1960 and was registered as a
Company Auditor in the Register of Company Auditors in Australia in 1965.
Mr. Chang was appointed as an independent non-executive Director in
October 1999.

Mr. LIU Kwok Fai, Alvan, aged 42, is the senior partner of Messrs. Alvan
Liu & Partner. Mr. Liu was appointed as the legal adviser of a number of
organizations and associations in Hong Kong, including the Hong Kong
Small and Medium Business Association, Wong Tai Sin District Affairs Advisors
Committee and The Junior Police Officers’ Association of the Hong Kong
Police Force. Mr. Liu has been appointed member of a number of Hong
Kong governmental committees including the Criminal and Law Enforcement
Injuries Compensation Boards and Wong Tai Sin District Fight Crime
Committee. Mr. Liu is a non-executive director of Victory Group Limited and
an independent non-executive director of Goldwiz Holdings Limited and
Hop Fung Group Holdings Limited, which are companies listed on the Main
Board of the Stock Exchange. Mr. Liu holds a bachelor degree in arts majoring
in Political Science and Economics from the University of Manitoba in Canada.
Mr. Liu thereafter continued to pursue his legal qualification and completed
the Law Society’s Final Examination at Bristol Polytechnic in the United
Kingdom in 1989. Mr. Liu was appointed as an independent non-executive
Director in October 1999.
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Mr. FOK Wai Ming, Eddie, aged 38, is currently the Managing Director of
Zyber-Pic Technology Limited. Mr. Fok graduated from the University of
Hong Kong with a bachelor degree of Science in Engineering and the
University of Wolverhampton with a bachelor degree in laws. Mr. Fok is a
member of the Institute of Electrical and Electronics Engineers, the Hong
Kong Institute of Certified Public Accountants and the American Institute of
Certified Public Accountants. Mr. Fok had held senior management position,
including as a board member, in a number of listed and unlisted companies
in Hong Kong. During the period from October 1999 to May 2000, Mr. Fok
held senior management position in the Group as the authorised
representative, qualified accountant, financial controller and company
secretary of the Company.

SENIOR MANAGEMENT

Mr. FONG Kin Kiu, Ken, aged 40, is CEO and co-founder of Synergy. Mr.
Fong has over 12 years of experience in information technology industry.
Mr. Fong holds a bachelor degree in Social Science from the University of
Hong Kong and two master degrees, one in Strategy Marketing and the
other in Information Management from the University of Hull and the National
University of Ireland, respectively, and is currently a doctoral candidate in
Business Administration in the University of South Australia. Mr. Fong is a
Chartered Information System Practitioner of the British Computer Society
and Chartered Marketer of the Chartered Institute of Marketing. Mr. Fong is
also a full member of the Hong Kong Computer Society, the Hong Kong
Management Association and the Executive Committee Member of the
Hong Kong Wireless Technology Industry Association. Mr. Fong has been a
visiting lecturer in the Institute of Textiles and Clothing of the Hong Kong
Polytechnic University since 2000.

Mr. CHOY Kit Hoi, aged 36, is the Vice President of the Group responsible
for managing product portfolio, developing new product lines and exploring
new business opportunities for the Group. Mr. Choy has over 14 years of
managerial experience in various functions in telecommunication, software
and semiconductor industries. He has worked with different multinational
companies which include Nortel, Atmel and Bell Laboratory. Mr. Choy
graduated from the University of Illinois with a bachelor degree in Electrical
Engineering and master degree in Computer Science. He also obtained a
master degree in Business Administration from the Golden Gate University.
Prior to joining the Group in September 2004, he was the Chief Operating
Officer of Holley Communications where he was responsible for developing
and launching GSM/CDMA phones.
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Mr. LO Kwok Leung, Jeff, aged 36, is the sales director of the Group in
charge of sales and marketing activities in the PRC and business unit deputy
general manager handling Nokia's handsets business in the PRC. Mr. Lo
obtained his Bachelor degree in Taiwan's Fu-Jen Catholic University major
in sociology. Prior to joining the Group in July 2000. Mr. Lo has had almost
10 years experience in Hong Kong and the PRC responsible for the sales
and marketing of consumer electronic products in the PRC.

Mr. YUEN Wai Ho, aged 45, is the Group Financial Controller and Company
Secretary of the Company. Mr. Yuen holds two master degrees, one in
Business Administration from the University of Bath in England and the
other in Electronic Commerce from the Open University of Hong Kong. Mr.
Yuen is a fellow member of the Association of Chartered Certified
Accountants, the Hong Kong Institute of Certified Public Accountants and
the Hong Kong Institute of Taxation, and an associate member of the
Chartered Institute of Management Accountants and the Institute of
Chartered Secretaries and Administrators. Mr. Yuen has over 20 years of
experience in auditing, accounting, taxation and financial management, of
which 15 years served as senior financial executives in various multinational
companies and listed companies in Hong Kong. Mr. Yuen joined the Group
in March 2005.

Mr. LI Sing Leung, aged 38, is the Group's deputy financial controller in
charge of the Group's internal audit and financial reporting system in the
PRC. Mr. Li graduated with a Bachelor of Commerce from the University of
New South Wales, Australia. Mr. Li is an associate member of the Hong
Kong Institute of Certified Public Accountants and Australian Society of
Certified Practising Accountants. Prior to joining the Group in March 2003,
Mr. Li has financial and audit experience in both PRC and overseas.

Ms. LI Yin Mui, Josephine, aged 41, is the Group's finance and
administration manager and is responsible for accounting operations, general
administration and daily operation of the Company's head office in Hong
Kong. Ms. Li is a member of the Hong Kong Association of Accounting
Technicians. Ms. Li joined the Group in year 2000.
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Report

The directors present their annual report and the audited financial statements
for the nine months from 1st April, 2004 to 31st December, 2004.

CHANGE OF FINANCIAL YEAR END DATE

During the period, the Company changed its financial year end date from
31st March to 31st December in order to coincide with that of the major
subsidiaries operating in the People’s Republic of China (the "PRC"), of
which year end date is set at 31st December each year by the PRC
registration and cannot be changed. The financial statements presented
therefore cover a period of nine months from 1st April, 2004 to 31st
December, 2004.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities of
its subsidiaries are set out in note 29 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the nine months from 1st April, 2004 to 31st
December, 2004 are set out in the consolidated income statement on
page 32 of the annual report.

A final dividend for the year ended 31st March, 2004 of HK5 cents per
share, amounting to HK$15,105,000 was paid to the shareholders during
the period. The directors now recommend the payment of a final dividend
of HK3.75 cents per share, for the nine months ended 31st December,
2004, to the shareholders on the register of members on 22nd June, 2005.

INVESTMENT PROPERTY

At 31st December, 2004, the Group's investment property was revalued
by an independent property valuer on an open market basis. The revaluation
resulted in a surplus of HK$1,800,000 which has been credited to the
consolidated income statement. Details are set out in note 12 to the financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements during the period in the property, plant and
equipment of the Group are set out in note 13 to the financial statements.
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EEFHKESE Directors’ Report

DIRECTORS

The directors of the Company during the period and up to the date of this
report were:

Executive directors:

Mr. Lau Siu Ying (Chairman)
Mr. Luo Xi Zhi

Mr. Tin Ding Hong, William  (resigned on 10th March, 2005)

Non-executive directors:

Mr. Fung Oi Ip, Alfonso
Mr. Lo Wing Yat

Independent non-executive directors:

Mr. Chang Wing Seng, Victor
Mr. Liu Kwok Fai, Alvan

Mr. Fok Wai Ming, Eddie (appointed on 27th September, 2004)

In accordance with clause 87 of the Company's bye-laws, Mr. Fok Wai Ming,
Eddie and Mr. Liu Kwok Fai, Alvan shall retire at the forthcoming annual
general meeting and, being eligible, offer themselves for re-election.

None of the directors proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or any of its
subsidiaries which is not determinable by the Group within one year without
payment of compensation, other than statutory compensation.

The term of office of each of the non-executive directors and independent
non-executive directors is the period up to his retirement by rotation in
accordance with the Company’s bye-laws.
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EFRESCER
RZZBTNFE+-A=+—0 ' RBARAFIK
EEEEFMIERD ([FErREEERA) 5
352FATRIF AN 2 RHEFIRIE LM ARES
EITEFRH FETARRB REEHER
SPTARAR] ([BERAT]) ZEZBA - EF R
BE BB ATHAANRR M EARRAB AR
ZRERMT

DIRECTORS’ INTERESTS IN SECURITIES

At 31st December, 2004, the interests of the directors and their associates
in the share capital of the Company and its associated corporations, as
recorded in the register maintained by the Company pursuant to Section
352 of the Securities and Futures Ordinance (“SFQ"), or as 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, were as follows:

EARARE BT
REBD L
BFEZEERHE Percentage of the
EEnA g4 Number of issued share capital
Name of director Capacity ordinary shares held of the Company

(Btat)

(Note)

2INE ERERA

Lau Siu Ying Held by trust 211,500,013 70%
Mt - ZERNDBETRBELZESEMMKIIZ AT Note:  These shares are held by Future 2000 Limited, a company incorporated in

Future 2000 Limited #4 * M ARIHA—{5
FEARE - BEERET2ZEABERN)N
Bt  HREBRETR -

EXER 2 s RN AN R RIS AR A B 2 Ik
(A=Y=

B EXHEES  EEREEIHRATRS
TEMFE+= A=+ — REMEARA AR
TR EE (2 R4 K S () (3
B2 RTHE -

L1
DI S 82 S BA BE RN i
22 » BT BRI R AR -

the British Virgin Islands which in turn is held by a trust. The beneficiaries of
the discretionary trust include Mr. Lau Siu Ying, his spouse and his children.

The interest disclosed above represents long positions in the shares of the
Company or its associated corporations.

Save as disclosed above, none of the directors or their associates, had any
interests or short positions in any securities of the Company or any of its
associated corporations as defined in the SFO at 31st December, 2004.

SHARE OPTIONS

Particular of the Company’s share option schemes are set out in note 22 to
the financial statements. No options have been granted since the adoption
of the schemes.
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DIRECTORS’ RIGHTS TO ACOUIRE SHARES OR
DEBENTURES

At no time during the period was the Company or its holding company or
any of its subsidiaries a party to any arrangements to enable the directors
of the Company to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate. None of
the directors, their spouses or children under the age of 18 had any rights
to subscribe for the securities of the Company or had exercised any such
rights during the period.

DIRECTORS’ INTERESTS IN CONTRACLTS OF
SIGNIFICANCE

No contracts of significance to which the Company or any of its subsidiaries
was a party and in which a director of the Company had a material interest,
whether directly or indirectly, subsist at the end of the period or at any time
during the period.

SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2004, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the Securities and
Futures Ordinance shows that other than the interests disclosed in the
section headed “Directors’ interests in securities” above, the Company has
not been notified of any other relevant interests in the issued share capital
of the Company.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

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

MAJOR CUSTOMERS AND SUPPLIERS

During the period, the aggregate sales attributable to the Group's five largest
customers were 33% of the Group's total sales and the sales attributable
to the Group's largest customer were approximately 15% of the Group's
total sales for the period.

The aggregate purchases attributable to the Group's five largest suppliers
during the period comprised approximately 98% of the Group's total
purchases and the purchases attributable to the Group's largest supplier
were approximately 929%.

At no time during the period did a director, an associate of a director or a
shareholder of the Company which to the knowledge of the directors, own
more than 5% of the Company’s issued share capital, had a beneficial
interest in any of the Group's five largest suppliers or customers.
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CORPORATE GOVERNANCE

The Company has complied throughout the nine months from 1st April,
2004 to 31st December, 2004 with the Code of Best Practice as set out in
Appendix 14 of the Rules Governing the Listing of Securities on the Stock
Exchange which were then in force.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the nine
months ended 3 1st December, 2004.

ADVANCES TO ENTITIES

At 31st December, 2004, the aggregate amount of trade and other
receivables (the “Receivables”) made by the Group to B &5 @R
BERAG, IRREBAEERBHERAF and BINKEELREE
R~ 7], being customers of the Group, amounted to approximately
HK$26,125,000, HK$18,323,000 and HK$15,504,000 respectively.

The Receivables, which are unsecured, interest free and with payment terms
of 60 days, resulted from the sales of mobile phones to the customers in
the ordinary course of business of the Group.

AUDITORS

A resolution will be submitted to the annual general meeting of the Company
to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Lau Siu Ying
CHAIRMAN
Hong Kong, 15th April, 2005
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TO THE SHAREHOLDERS OF FORTUNE TELECOM HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 32 to 66 which have
been prepared in accordance with accounting principles generally accepted
in Hong Kong.

Respective responsibilities of directors and auditors

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

It is our responsibility to form an independent opinion, based on our audit,
on those financial statements and to report our opinion solely to you, as a
body, in accordance with section 90 of The Companies Act of Bermuda,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

Basis of opinion

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

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

Opinion

In our opinion the financial statements give a true and fair view of the state
of affairs of the Company and the Group as at 31st December, 2004 and
of the profit and cash flows of the Group for the nine months from 1st
April, 2004 to 31st December, 2004 and have been properly prepared in

accordance with the disclosure requirements of the Hong Kong Companies
Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

15th April, 2005
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ZE W AR FE Consolidated Income Staterment

H-TTNFENA—BE-_TZNF+=H=+—BNMEA For the nine months from 1st April, 2004 to 31st December, 2004

1.4.2004 1.4.2003
£ to £ to
31.12.2004 31.3.2004
Kzt FET FHT
Notes HK$'000 HK$'000
E S Turnover 2,086,140 1,947,201
SHE AR Cost of sales (1,993,615) (1,865,176)
£ Gross profit 92,525 82,025
Hip g e Other operating income 5,643 9,068
Pak= D% Distribution costs (15,210) (15,219)
THER Administrative expenses (17,554) (20,693)
H A8 2 F Other operating expenses (2,607) (3,739)
—IEMEREZ Surplus arising on revaluation of an
BHAR investment property 1,800 2,000
Hiig & 2 RERKFH Unrealised holding gain on other
Wz investments - 1,354
KR Profit from operations 5 64,597 54,796
BLE KR Finance costs 6 (12,788) (16,549)
BRE AT 7 Profit before taxation 51,809 38,247
7] Taxation 9 (9,089) (6,620)
Rt DB E AR Profit before minority interests 42,720 31,627
DB R E R Minority interests 196 -
HAR AL R Net profit for the period/year 42,916 31,627
ERE Dividend paid 10 15,105 15,105
BRAR —ER Eamnings per share — basic 11 14.2 1l cents 10.5 1lli cents
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R -ZTTPME+— F=+—H At 31st December, 2004

31.12.2004 31.3.2004
HizE FERT FHIT
Notes HK$'000 HK$'000
FERBEE Non-Current Assets
wEME Investment property 12 9,300 7,500
mE - BB ERE Property, plant and equipment 13 1,335 1,613
kS Goodwill 14 777 1,256
11,412 10,369
MBNVEE Current Assets
Ea s Inventories 17 279,928 243,032
FEUE 5 BR 5% I B th UL BR 5K Trade and other receivables 18 279,724 153,131
HEigE Other investments 19 2 3,187
A EIFIE Taxation recoverable 130 752
BEIRIIRITIF R Pledged bank deposits 176,993 216,040
RITRBREIRE Bank balances and cash 125,311 119,724
862,088 735,866
nEBE Current Liabilities
JETE 5 BR R M A FE AT BR K Trade and other payables 20 44,653 24,963
JES 518 Taxation payables 4,942 1,350
RITEE Bank borrowings 24 403,591 389,573
BE A ETS Obligations under finance leases 25 200 200
453,386 416,086
MENEEFE Net Current Assets 408,702 319,780
420,114 330,149
BEAR R Capital and Reserves
[N Share capital 21 30,210 30,210
ik Reserves 318,744 290,933
348,954 321,143
DERR R Minority interests 8,560 8,756
JEMENEE Non-Current Liabilities
RITEE Bank borrowings 24 62,500 -
b E M AETS Obligations under finance leases 25 100 250
62,600 250
420,114 330,149

FI2EEFE66E L HBHEER

RFM
ATHRBEEFeME  YH MIEFHERE

The financial statements on pages 32 to 66 were approved and authorised
for issue by the Board of Directors on 15th April, 2005 and are signed on

5 its behalf by:
2NE ‘Ez
Lau Siu Ying Luo Xi Zhi
B =
CHAIRMAN DIRECTOR
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31.12.2004 31.3.2004
Kzt FERT FHET
Notes HK$'000 HK$'000
FEMBEE Non-Current Assets
R—ZKMBRRIZIRE Investment in a subsidiary 15 41,148 41,148
FEUR T /B A 5 2 5B Amounts due from subsidiaries 16 292,621 271,786
333,769 312,934
MENEE Current Assets
H At U ARIE Other receivables 331 148
BEEMIRITFER Pledged bank deposits 48,633 48,235
RITAEER Bank balances 12 -
48,976 48,383
ik 2=V Current Liabilities
FE —KFT B A R 2 FH Amount due to a subsidiary 312 -
H At fETARIE Other payables 1,033 1,582
RITIEE Bank borrowings 24 26,000 104,000
27,345 105,582
REBEE (BfEF) #E Net Current Assets (Liabilities) 21,631 (57,199)
355,400 255,735
BARKf#R Capital and Reserves
[N Share capital 21 30,210 30,210
fEH Reserves 23 283,190 225,525
313,400 255,735
FERBBE Non-Current Liabilities
RITEE Bank borrowings 24 42,000 -
355,400 255,735

EIENT 'Rz
Lau Siu Ying Luo Xi Zhi
B =
CHAIRMAN DIRECTOR
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A_ZZTNFNA—HE-_ZZTWF+ - A=+—HMEA For the nine months from 1st April, 2004 to 31st December, 2004

EE
Bx  ROEE BHRE BERE B¢ ZohEA
Share Share Special B2  Translation  Statutory Accumulated A
capital  premium reserve  Goodwill reserve funds profits Total

TEr  TEr  TAT  TER TEr TR  TEAT  TEx
HKS000  HKS000  HKSOOD  HKSOOD  HKSOOO  HKS00O  HKSOOO  HK$O0O

(Hi#21)
(note 21)
RZEZ=FNA—H At 1st Aprl, 2003 30,210 103,275 2481 (1,277) 348 8491 161,039 304567
MBI TR Bxchange differences
HARRRGRE arising on translation
EARLANE of operations in the
([E]) $%2 People's Republic of
IS China ("PRC") and gains
FEEZ not recognised in
ERES the consolidated
income statement - - - - 54 - - 54
ERHA Net profit for the year - - - - - - 31,627 31,627
E 3 Transfer - - - - - 10,765 (10,765) -
BRRE (#iF10) Dividend paid (note 10) - - - - - - (15105)  (15,105)
RZZZRE=A=1—H At 315t March, 2004 30210 103275 2481 (1,277) 402 19256 166,796 321,143
AR Net profitfor the period - - - - - = 4916 4916
Eac Transfer - - - - - 6,874 (6,874) -
BARE (Hi#io0) Dividend paid (note 10) - - - - - - (15105)  (15,105)
WZEZEMFF-A=+t—H  At3IstDecember 2004 30210 103,275 2481 (1.277) 402 26,130 187733 348,954

BRI ERTUEENB AR 2D EEEARZA  The special reserve represents the difference between the nominal value

AR —NNNEEITEBEARRIEEFT#TT  of the shares of the subsidiaries acquired and the nominal value of the

ZROEERER ZE Company's shares issued for their acquisition at the time of the group
reorganisation in 1999.

FEESHEEARASEFTEEBARZA  Statutory funds are reserves required by the relevant laws applicable to the
ROADIFTRE < s » AT AEIR SR EIE  Group's PRC subsidiaries and can be utilised to offset the prior years' losses
ANRIEF 2B - of the PRC subsidiaries.
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B FEMFMA—H

E-ZTTMF+=F=+—HNEA For the nine months from 1st April, 2004 to 3 1st December, 2004

1.4.2004 1.4.2003
Zto £ to
31.12.2004 31.3.2004
FTET FHET
HK$'000 HK$'000
REXK OPERATING ACTIVITIES
BRA% A= A Profit before taxation 51,809 38,247
A Adjustments for:
RERE Allowances for doubtful debts 847 744
HAiR & 2 RERHH W Unrealised holding gain on other investments - (1,354)
M BHA Interest income (2,939) (3,779)
MEER Interest expenses 12,788 16,549
HEME - BE KX EEE Loss on disposal of property, plant and equipment 283 -
HEHEMIRE 2 e Gain on disposal of other investments (2,237) (1,934)
R Amortisation of goodwill 479 639
M - WEEREZ Depreciation and amortisation on property,
e Rss plant and equipment 747 1,035
—IEREMEZ Surplus arising on revaluation of an
HEAHB investment property (1,800) (2,000)
HEESEHRIZ Operating cash flows before movements
REFEME in working capital 59,977 48,147
FE (Em md (Increase) decrease in inventories (36,896) 91,630
FEW B 2 B 5% B FLAth FE LR AR 51 (Increase) decrease in trade and other receivables (127,409) 1,799
(3Zn) R
FERTE S BRAR R H A e BR Increase (decrease) in trade and other payables 19,581 (6,970)
g CRA)
R (FrA) FERe Cash (used in) generated from operations (84,747) 134,606
BENHE Interest paid (12,659) (16,614)
B BIFTSH PRC income tax paid (5,385) (11,566)
RE (B8 BENEH Hong Kong Profits Tax refunded (paid) 510 (14)
gex®% (FrA) mE NET CASH (USED IN) FROM OPERATING
RERHE ACTIVITIES (102,281) 106,412
REEH INVESTING ACTIVITIES
EEMRITIFIORD (1Bn) Decrease (increase) in pledged bank deposits 39,047 (16,701)
BEWE  WEMEE Purchase of property, plant and equipment (927) (622)
B U FIE Interest received 2,908 3,857
S E I E S FIE Proceeds from disposal of other investments 5,422 3,831
HEWE - BB RREMETIE Proceeds from disposal of property,
plant and equipment 175 =
RETEE (FiA) NET CASH FROM (USED IN) INVESTING
REFE ACTIVITIES 46,625 (9,635)
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1.4.2004 1.4.2003
£ to 210
31.12.2004 31.3.2004
FERT FHET
HK$000 HK$'000
BMEED FINANCING ACTIVITIES
BESZRITEEREMEER Bank and other borrowings raised 881,121 697,456
BEERZIRTEEREMEE Bank and other borrowings repaid (814,566)  (785,984)
BRRE Dividend paid (15,105) (15,105)
BERMERNER Repayment of obligations under finance leases (150) (200)
BERNEBE Interest on obligations under finance leases (20) (26)
RESEE S (FTA) NET CASH FROM (USED IN) FINANCING
REFE ACTIVITIES 51,280 (103,859)
RERBRESLEYRL FH NET DECREASE IN CASH AND CASH
EQUIVALENTS (3,376) (7,082)
B, FOZREREASEEY CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE PERIOD/YEAR 119,724 126,752
EREE) 7 B Effect of foreign exchange rate changes - 54
K FRZESRELESEY CASH AND CASH EQUIVALENTS AT
END OF THE PERIOD/YEAR 115,348 119,724
Rk - Represented by:
RITEHR MRS Bank balances and cash 125,311 119,724
RITIBEX Bank overdrafts (9,963) -
115,348 119,724
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—RER

AR ABEBEERE—NLN\—FRRE
(&ga) ERREFMK I 2 X5 eE
RAR] - HRHDEBBHERZAER
AE ([BEAZAT)) £ o RA Az ki
%A &) AFuture 2000 Limited @ J5— 7
RBRE IS EMKL 2 AR °

AAT—REERRAT - EHBA
A2 EBEB AP BREEBHEER
MR - B R E TSR
R (4 BRA B4 -

MERRRSEE

AHRZMBHRRERE_TTNEF
TZA=1t—HBLEAREA - mEaKA
BEX  HEEAEHHK  KAEDR
SR &AM MR Z AL RS R
BME—TZ=_FMA-—BE_ZTTHF
ZA=T—HA+T-EARAZHME - At
—E A EBAMMMIR < £ BIELE - &
HRPBHRERMRE 2 PR+ =@
AZRRAR  EFRECEEAEED
FEARANE ([FE]) 2E 2T EWNE
RAlZEHEAE—  RMBRFREEEA
ERTEEMEEEREFZ T A=
T B BTREER - AARL A
SE—SEREHRE -

RS AR Z AT RE R

R-_ZZTF  FEGASDRM
ZEMA UK BRI 2 BB EARE
BUBREER ([FEHBHREE)
(AT % B ARBM B RELER]) -
MEBMBREENEN _FETRF—
A— B RRAG &R AR - &
SEYREMNERE _ZTTMFE+ A
=+ —BIENER 2 @R T ERALL
FHBRBMBHRELEL

H-TTNFENA—BE-_TZNF+=H=+—BNMEA For the nine months from 1st April, 2004 to 31st December, 2004

GENERAL

The Company is an exempted company with limited liability
incorporated in Bermuda under The Companies Act 1981 of Bermuda
(as amended). The shares of the Company are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). Its ultimate
holding company is Future 2000 Limited, a company incorporated in
the British Virgin Islands.

The Company is an investment holding company. The principal
activities of its subsidiaries are the distribution and trading of mobile
phones and related accessories, computer hardware and software
and the development of marketing and after-sales service network.

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS

The financial statements for the current period cover the nine months
ended 31st December, 2004. The corresponding comparative
amounts shown for the consolidated income statement, consolidated
statement of changes in equity, consolidated cash flows and related
notes cover a period of twelve months from 1st April, 2003 to 3 1st
March, 2004 and therefore may not be comparable with amounts
shown for the current period. The period covered by the financial
statements for the current period is less than 12 months because
the directors determined to bring the balance sheet date in line with
that of the major subsidiaries operating in the People’s Republic of
China (the “"PRC"), of which year end date is set at 31st December
each year by the PRC registration and cannot be changed. No further
changes to reporting dates are anticipated.

POTENTIAL IMPACT ARISING FROM THE RECENTLY
ISSUED ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public Accountants issued
a number of new or revised Hong Kong Accounting Standards and
Hong Kong Financial Reporting Standards (“HKFRS(s)") (hereinafter
collectively referred to as “new HKFRS(s)") which are effective for
accounting periods beginning on or after 1st January, 2005. The Group
has not early adopted these new HKFRS(s) in the financial statements
for the nine months ended 31st December, 2004.
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3.

H-_ZENFENA—BE-_TZMNF+=H=+—BNMEA For the nine months from 1st April, 2004 to 31st December, 2004

POTENTIAL IMPACT ARISING FROM THE RECENTLY
ISSUED ACCOUNTING STANDARDS [Continued]

The Group has commenced considering the potential impact of these
new HKFRS(s) but is not yet in a position to determine whether
these new HKFRS(s) would have a significant impact on how its
results of operations and financial position are prepared and presented.
These new HKFRS(s) may result in changes in the future as to how
the results and financial position are prepared and presented.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention, as modified for the revaluation of investment property
and other investments, and in accordance with accounting principles
generally accepted in Hong Kong. The principal accounting policies
adopted are set out as below:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31st
December from 1st April, 2004 onward, and up to 31st March prior
to 1st April 2004.

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

All significant intercompany transactions and balances between group
companies are eliminated on consolidation.

Goodwill

Gooduwill arising on consolidation represents the excess of the cost of
acquisition over the Group's interest in the fair value of the identifiable
assets and liabilities of a subsidiary at the date of acquisition.

Gooduwill arising on acquisition prior to 1st April, 2001 continues to
be held in reserves, and will be charged to the income statement at
the time of disposal of the relevant subsidiary, or at such time as the
goodwill is determined to be impaired.

Goodwill arising on acquisition after 1st April, 2001 is capitalised and
amortised on a straight line basis over its useful economic life. Goodwill
arising on the acquisition of subsidiaries is presented separately in
the balance sheet.
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4.

SIGNIFICANT ACCOUNTING POLICIES [Continued]

Goodwill [Continued)]

On disposal of a subsidiary, the attributable amount of goodwill
previously eliminated against or credited to reserves is included in
the determination of the profit or loss on disposal.

Turnover

Turnover represents the net amounts received and receivable for
goods sold by the Group to outside customers during the period/
year.

Revenue recognition

Sales of goods are recognised when goods are delivered and title
has been passed.

Rental income from investment property under operating leases is
recognised on a straight line basis over the term of the relevant lease.

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

Investment in a subsidiary

Investment in a subsidiary is included in the Company’s balance sheet
at cost less any identified impairment loss.

Investment property
Investment property is a completed property which is held for its

investment potential, any rental income being negotiated at arm'’s
length.
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H-_ZENFENA—BE-_TZMNF+=H=+—BNMEA For the nine months from 1st April, 2004 to 31st December, 2004
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4.

SIGNIFICANT ACCOUNTING POLICIES [Continued]

Investment property (Continued]

Investment property is stated at open market value based on
independent professional valuation at the balance sheet date. Any
surplus or deficit arising on the revaluation of investment property is
credited or charged to the investment property revaluation reserve
unless the balance of this reserve is insufficient to cover a deficit, in
which case the excess of the deficit over the balance on the investment
property revaluation reserve is charged to the income statement.
Where a deficit has previously been charged to the income statement
and a revaluation surplus subsequently arises, this surplus is credited
to the income statement to the extent of the deficit previously charged.

On disposal of an investment property, the balance of the investment
property revaluation reserve attributable to that property is credited
to the income statement.

No depreciation is provided in respect of investment properties except
where the unexpired term of the relevant lease, including the
renewable period, is 20 years or less.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated
depreciation at the balance sheet date and any impairment losses.

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

Rifh - KEKEE

Furniture, fixtures and equipment
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Motor vehicles
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4.

SIGNIFICANT ACCOUNTING POLICIES [Continued]

Property, plant and equipment [Continued]

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

20% AR BB FH CABREERE)

20% or over the term of the relevant lease, whichever is shorter

25%

25%

Assets held under finance leases are depreciated over their estimated
useful lives on the same basis as owned assets or, where shorter, the
term of the relevant lease.

Investments in securities

Investments in securities are recognised on a trade-date basis and
are initially measured at cost.

Investments other than held-to-maturity debt securities are classified
as investment securities and other investments.

Investment securities, which are securities held for an identified long-
term strategic purpose, are measured at subsequent reporting dates
at cost, as reduced by any impairment loss that is other than temporary.

Other investments are measured at fair value, with unrealised gains
and losses included in net profit or loss for the period/year.

Impairment

At each balance sheet date, the Group reviews the carrying amounts
of its assets to determine whether there is any indication that those
assets have suffered an impairment loss. If the recoverable amount
of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense immediately.
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4.

SIGNIFICANT ACCOUNTING POLICIES [Continued]

Impairment [(Continued)]

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

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is calculated using first-in, first-out method.

Assets held under finance lease

Leases are classified as finance leases when the terms of the lease
transfer substantially all the risks and rewards of ownership of the
assets concerned to the Group. Assets held under finance leases are
capitalised at their fair values at the date of acquisition. The
corresponding liabilities to the lessor or hirer, net of interest charges,
are included in the balance sheet as a finance lease obligation. Finance
costs, which represent the difference between the total leasing
commitments and the fair value of the assets acquired, are charged
to the income statement over the term of the relevant lease so as to
produce a constant periodic rate of charge on the remaining balance
of the obligations for each accounting period.

All other leases are classified as operating leases and the annual
rentals are charged to the income statement on a straight line basis
over the term of the relevant leases.

Foreign currencies

Transactions in foreign currencies are initially recorded at the rates of
exchange prevailing on the dates of the transactions. Monetary assets
and liabilities denominated in such currencies are re-translated at the
rates prevailing on the balance sheet date. Profits and losses arising
on exchange are included in net profit or loss for the period.

On consolidation, the assets and liabilities of the Group's operations
in the PRC are translated at exchange rates prevailing on the balance
sheet date. Income and expense items are translated at the average
exchange rate for the period/year. Exchange differences arising, if
any, are classified as equity and transferred to the Group's translation
reserves. Such translation differences are recognised as income or as
expenses in the period in which the operation is disposed of.
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4.

SIGNIFICANT ACCOUNTING POLICIES [Continued]

Taxation

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

The tax currently payable is based on taxable profit for the period/
year. Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that
are never taxable or deductible. The Group's liability for current tax is
calculated using tax rates that have been enacted or substantively
enacted by the balance sheet date.

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

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

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

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

Retirement benefits costs
Payments to defined contribution retirement benefits scheme and

state-managed retirement benefits scheme are charged as expenses
as they fall due.

5. PROFIT FROM OPERATIONS
1.4.2004 1.4.2003
Zto 2 to
31.12.2004 31.3.2004
FE T FAT
HK$°000 HK$'000

Profit from operations has been arrived

at after charging:
RERBE Allowances for doubtful debts 847 744
Bl 3] Amortisation of goodwill (included in
(GrAHMKLRX) other operating expenses) 479 639
ZEE & Auditors' remuneration 818 668
e R ss Depreciation and amortisation on
—BEERE - owned assets 513 723
—BERERNFECEE — assets held under finance leases 234 312
b K &8 Exchange loss 117 201
HEMZ « BE REHE 2 EE Loss on disposal of property, plant
and equipment 283 -
BB Staff costs
—EEMe (HiF7) — directors’ emoluments (note 7) 4,179 2,544
— HM B TAA — other staff costs 17,306 17,044
— RIKENET B — retirement benefits scheme contribution
(TRIEEER) (excluding directors”) 439 537
21,924 20,125
MEMA : and after crediting:
RITHBUA Bank interest income 2,939 3,779
HEHMIRE 2 W Gain on disposal of other investments 2,237 1,934
BEMEZHSWA - B Rental income on investment properties, net
%) 8,000 8L (ZEF=4F of outgoings of approximately HK$8,000
MA—HE_ZZPF (1.4.2003 to 31.3.2004: HK$11,000)
=A=+—H :11,000#%7T) 181 196
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b.

MERE 6. FINANCE COSTS
1.4.2004 1.4.2003
Zto £to
31.12.2004 31.3.2004
FET T
HK$'000 HK$'000
FEEE Interest on:
BARTFRNEBRERZ Bank borrowings wholly repayable
RITIEE within five years 12,768 16,523
BEMAETS Obligations under finance leases 20 26
12,788 16,549
EFEie 7. DIRECTORS’ EMOLUMENTS
1.4.2004 1.4.2003
Zto £to
31.12.2004 31.3.2004
FET FA&TT
HK$'000 HK$'000
EHITES Non-executive directors
e Fees 75 100
BUIHITES Independent non-executive directors
e Fees 105 100
WITES Executive directors
we Fees - _
EHe Other emoluments
e MoEBh Salaries and allowances 1,720 2,319
BRI B 2 SR TEAT Performance related incentive bonuses 2,259 =
RIRRFFTEI R Retirement benefits scheme contribution 20 25
4,179 2,544
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7. EEMe (@) 7. DIRECTORS’ EMOLUMENTS [Continued]
BEZENTFTHEE : The emoluments of the directors were within the following bands:

1.4.2004 1.4.2003

£ to £ to
31.12.2004 31.3.2004
EEHA EEHE

Number of Number of

directors directors
A 1,000,000 77T AR Up to HK$1,000,000 7 6
1,500,001 #7TZ 2,000,000 77T HK$1,500,001 to HK$2,000,000 - 1
3,000,001 7T 3,500,000 7T HK$3,000,001 to HK$3,500,000 1 =
R/ FR - AEERERERESES During the period/year, no emoluments were paid by the Group to
N - AYERREIEE AR IIA any of the directors as an inducement to join or upon joining the
NEER 2 RS HERBERMAE - BN Group or as compensation for loss of office. None of the directors
SER - BEERRERREMBS o has waived any emoluments during the period/year.

8. ERHM& 8. EMPLOYEES’ EMOLUMENTS
REE_ZTZNF+_-_A=+—HILH During the period ended 31st December, 2004, the five highest paid
M- AEERfUZEHATE -  HPH individuals of the Group included two directors (1.4.2003 to
NARER(CEE=FMA—HE=ZTZ 31.3.2004: two directors). The emoluments of the remaining three
ME=ZA=+—H  MIEF -#HT= (1.4.2003 to 31.3.2004: three) individuals during the period/year
f(CEE=FNA—BRE_TTNF= are as follows:

A=+—8: =) ATREBRFR2
e EHFNmT
1.4.2004 1.4.2003
£ to £ 1o
31.12.2004 31.3.2004
FHET FHET
HK$°000 HK$'000
e MoEEh Salaries and allowances 1,802 2,331
R HET B Retirement benefit scheme contribution 32 36

1,834 2,367
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8.

ERE& (5
—fUSSHFALZHMENF THHE :

8. EMPLOYEES’ EMOLUMENTS (Continued]

The emoluments of the three highest paid individuals were within

the following bands:

1.4.2004 1.4.2003
Zto 2 to
31.12.2004 31.3.2004
EE®E EEEH
Number of  Number of
employees  employees
A 1,000,000 77T AR Up to HK$1,000,000 2 2
1,000,001 7T 1,500,000 77T HK$1,00,001 to HK$1,500,000 1 1
b 9. TAXATION
1.4.2004 1.4.2003
£ to £ to
31.12.2004 31.3.2004
FTERT FHET
HK$'000 HK$'000
X HEE The charge comprises:
RIBANEARE, A ET R B A Hong Kong Profits Tax calculated at 17.5%
BME 17.5% (ZEZ=FMA (1.4.2003 to 31.3.2004: 17.5%)
—HE_ZEZWPF=H=+—8: of the estimated assessable profit
17.5%) &2 BENFH for the period/year 242 27
B EFTEHE PRC enterprise income tax 8,847 6,593
9,089 6,620

B EMBHIEARARERE LEI
=ERBEKLZHEBARRE (LE)
BERESERAR ([RELE]) R EE
REBRBRESERAR ([ LERE])Z
ERBIEM 2 MBS - REEEER E
BERHZAERTR LEINESBREE
PXS A T2 15% BB RS HET

PRC enterprise income tax represents taxation charges on the
assessable profits of the Company's subsidiaries, Fortune (Shanghai)
International Trading Co., Ltd. (“Fortune Shanghai”) and /8= 5=E
RESEMR AR (" LFES"), established in Shanghai Waigaogiao
Free Trade Zone, the PRC. Fortune Shanghai and /& 3z are entitled
to a preferential PRC enterprise income tax rate of 15% which is

granted to companies established in Shanghai Waigaogiao Free Trade

Zone.
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9. REGE 9. TAXATION (Continued]
NEARE S 2 BiIE B a3k 2 BR AT The charge for the period/year can be reconciled to the profit before
A ERANT taxation per the income statement as follows:
1.4.2004 1.4.2003
Z to £ to
31.12.2004 31.3.2004
TAERT FHET
HK$'000 % HK$'000 %
BR75% A& A Profit before taxation 51,809 38,247
RIS B E 15% Tax at the domestic
(BZ2=ZZNF=H income tax rate
=+—HIFE : 15%) of 15% (year ended
FTE 2 HiIE 31.3.2004: 15%) 7771 15.0 5,757 15.0
PG E PR R i Tax effect of expenses
e that are not deductible in
MG E determining taxable profit 500 0.9 993 26
PEH B RT3 Tax effect of income not
FERRBM ER 2 BT assessable in determining
e taxable profit (648) (1.3) (1,826) 4.7)
RHER A fR Ry Z 58 Tax effect of deductible
T 7 temporary differences
not recognised 30 0.1 280 0.7
REERIEER 2 Tax effect of tax losses
M2 not recognised 1,401 2.7 1,432 37
REBLE 2 AR Effect of different tax rates
ME 2 HGE of companies operating
in Hong Kong 35 0.1 4 -
NEARFE 2 BIE Tax expense and effective
Fix kBRI tax rate for the
period/year 9,089 175 6,620 173

REEER - AEBE R BIEEHARIOREF

At the balance sheet date, the Group had unused tax loses of

2 HARE A TIIEEE A52,390,000/8 7T
(ZZETWF=A=+—H : 43,050,000
BIT) ° AR ARREEE RO FR » 1
I 48 5L 18 R BD AR 2 TR TB B R T SRR I AR
BHEE - ABATEEEZHESEAE
PR HAAE S o

approximately HK$52,390,000 (31.3.2004: HK$43,050,000)
available to offset against future profits. No deferred tax asset has
been recognised in respect of the unused tax losses due to the
unpredictability of future profit stream. The entire sum of unrecognised
tax losses may be carried forward indefinitely.
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m=

9.

10.

ZTMEMNA[—H
RIA (&
REER  AKREZANRERERS

10,800,000 T (ZEZEWFE=H=+—
H : 10,600,000%7T) ° FAMTAR] AL
A AT AN D B 22 B A] A VR0 2 B AR A
wA R E R N T R R
RIELERIBEE -

Z-ZTFTP&E+— F=+—HM{EA For the nine months from 1st April, 2004 to 31st December, 2004

9. TAXATION [Continued]

At the balance sheet date, the Group also has deductible temporary
differences of approximately HK$10,800,000 (31.3.2004:
HK$10,600,000). No deferred tax asset has been recognised in
relation to such deductible temporary difference as it is not probable
that taxable profit will be available against which the deductible
temporary differences can be utilised.

eftER 10. DIVIDEND PAID
1.4.2004 1.4.2003
£ to £ to
31.122004 31.3.2004
FEx FHET
HK$’000 HK$'000
ERARERE Final dividend paid:
HEZZTTFE=A=+—HILFE HK5 cents per share for the year
Higs5 Bl (ZEZT=FWH—H ended 31st March, 2004
ETTMFE=A=+—H: (1.4.2003 to 31.3.2004: HK5 cents
HE-ZET=F=A=+—H per share for the year ended
LIEFEER 5 E) 31st March, 2003) 15,105 15,105
EFERBRMBEE_STTNF I+ A= The final dividend of HK3.75 cents (1.4.2003 to 31.3.2004: HK5

T—HIENER 2 KA B BAR3.75%8
WEH—EE=FNUA—HE_ZZWNF
=A=+—H : 58) ' HEAEFKRER
REEFAE ERERFAIESR -

=13k

BRERZF TR E A B E 2 45
42,916,000 (ZEZ=FWHA—HZE
—ZETNFE=H=+—H : 31,627,000
BrX)RBR /" FREBFETZ
302,100,000 (ZEZEWNF == +*
H : 302,100,000) B E@AZETE

cents) per share for the nine months ended 3 1st December, 2004
has been proposed by the directors and is subject to approval by the
shareholders in the annual general meeting.

11. EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the net
profit for the period of HK$42,916,000 (1.4.2003 to 31.3.2004:
HK$31,627,000) and on 302,100,000 (31.3.2004: 302,100,000)
ordinary shares in issue during the period/year.
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12. #RYE 12. INVESTMENT PROPERTY
F#ET

HK$'000
REHE THE GROUP
®i4E AT VALUATION
RZZZNEMA—H At 1st April, 2004 7,500
EHEE Increase on revaluation 1,800
R_ZEENFE+—_A=+—H At 31st December, 2004 9,300
KREMETIRBES 2 REBAOFRE - The investment property is held under a long lease in Hong Kong. It
BB P EREROR 2R A R A was valued at its open market value at 31st December, 2004 by
AN —_ETNE+—A=+—HYHEAR Midland Surveyors Limited, an independent property valuer. This
AmEELFG - ALl EmHRE valuation gave rise to a revaluation increase of HK$1,800,000
{438{E 1,800,000 (ZEE=FM A (1.4.2003 to 31.3.2004: HK$2,000,000) which has been credited
—RAE_ZETWHE=HA=+—8H : to the consolidated income statement.
2,000,000 7T) © W E & ALRE WA
= e
KEMFERE-BLLHEAOME - I The investment property is pledged to a bank to secure general
IR T —RIBIT - LERBR TR B banking facilities granted to a subsidiary and rented out under an
NEZ—RIRTTRLE © operating lease.

51



REEGHEKEEFRARA “ERNEFR
FORTUNE TELECOM HOLDINGS LIMITED ANNUAL REPORT 2004

B &R T/ KM EE Notes to the Financial Statements

H-TTNFENA—BE-_TZNF+=H=+—BNMEA For the nine months from 1st April, 2004 to 31st December, 2004

13. % - BER&E 13. PROPERTY, PLANT AND EQUIPMENT
R £E
T
Furniture,
HAOMERE fixtures RE
Leasehold and Motor FEEC]
improvements equipment vehicles Total

TAT TAT FAT TAET
HK$'000 HK$'000 HK$'000 HK$'000

AEH THE GROUP
RAME COST
R-ZZEWFIPMA—H At 1st April, 2004 1,165 2,846 2,033 6,044
Ehn Additions 59 291 577 927
HE Disposals = = (500) (500)
R-ZEEEF At 31st December, 2004 1,224 3,137 2,110 6,471
+-A=+—~H
E R DEPRECIATION AND
AMORTISATION
RZZEZPMFEPMA—H At 1st April, 2004 1,048 2,164 1,219 4,431
N EARE B Provided for the period 83 238 426 747
R Eliminated on disposals - - (42) (42)
RZETPE At 31st December, 2004 1,131 2,402 1,603 5,136
+=—A=+—8
BRERE NET BOOK VALUES
i At 31st December, 2004 93 735 507 1,335
+=—A=+—8
R_TTPE At 31st March, 2004 117 682 814 1,613
=A=+—H
M BRERRZEZEEFER A The net book value of property, plant and equipment includes an
78,0008 L (ZEENMF=A=+—H: amount of HK$78,000 (31.3.2004: HK$312,000) in respect of motor
312,000/870) IR ERMEROFE 25 vehicle held under finance leases.
B o
RARRNEE B EERYE - BEX The Company did not have any property, plant and equipment at the
Bt o balance sheet date.
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14. B8 14. GOODWILL
FET
HK$'000
2% CoSsT
RZZEZMEEA—B K At 1st April, 2004 and 31st December, 2004 3,196
—EENFE+—A=1+—H
s AMORTISATION
RZZTZNFNA—H At Tst April, 2004 1,940
HiE 2 B/ Charge for the period 479
R-ZEZEMF+-_HA=+—H At 31st December, 2004 2,419
BRENFHE NET BOOK VALUES
R_ZEENF+—_A=+—H At 31st December, 2004 777
RZZEZTMFE=H=+—H At 31st March, 2004 1,256
HBRAZBIHFHRARSF The amortisation period adopted for goodwill is five years.
15. R—XMELTZKRE 15. INVESTMENT IN A SUBSIDIARY
31.3.2004
% and
31.12.2004
FET
HK$'000
AT THE COMPANY
I TR - WK AE Unlisted shares, at cost 41,148
RATETEFEMBRARINR_ZZTWEF Details of the Company's principal subsidiaries at 31st December,
+ZA=1+—RB ZFBERHIFE29 ° 2004 are set out in note 29.
16. BB LT ZRIA 16. AMDUNTS DUE FROM SUBSIDIARIES
r: 3/ THE COMPANY
Bz EER B REETESR The amounts are unsecured, non-interest bearing and have no fixed
Hy o REBERKR— AR BFEFTE repayment terms. The Group will not demand for repayment in the
EREREARIE - WEIEFERSE coming financial year, and therefore, they are classified as non-current.
% o
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17. R 17. INVENTORIES
FEIEHIEEE 2 Em ° Inventories represent goods held for resale.
R-ZEENF=A=+—8H  FEB8E At 31st March, 2004, included in inventories are goods held for resale
144,000/ TiFEEE 2 B + Wikn & of HK$144,000 carried at net realisable value.

BFFEAR -

18. FEUSE 5 AR R 3t FE U AR =R 18. TRADE AND OTHER RECEIVABLES
REBEGETEESEPZEERNT= The Group allows credit period ranged from 30 to 90 days (31.3.2004:
THEATR(CEZEMF=A=+— ranged from 30 to 90 days) to its trade customers. The following is
B:NMF=tBEITH) - BRESEK an aged analysis of the trade receivables.

FEREDATLAT
rEE
THE GROUP

31.12.2004 31.3.2004
FHET T
HK$'000 HK$'000

JEWE ZHRK Trade receivables:
TE=+H 0 to 30 days 185,076 107,636
=+—HZEh+H 31 to 90 days 6,867 4,846
i@+ 8 More than 90 days 727 2,768
192,670 115,250
JE W A2 (E Fr Value-added-tax receivables 20,023 17.949
FEUR B30 5KIE Rebates receivables 30,457 13,020
Re RIENKIE Deposits and prepayments 36,574 6,912
279,724 153,131
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19. HhiE 19. OTHER INVESTMENTS
REE
THE GROUP
31.12.2004 31.3.2004
FHET FBT
HK$000 HK$'000
TINRANTE 5 Overseas equity securities:
il Listed - 3,185
JEET Unlisted 2 2
2 3,187
MBS ZTE Market value of listed securities - 3,185
20. BB SERREMEARER 20. TRADE AND OTHER PAYABLES
ENE ZRFERE ST The following is an aged analysis of the trade payables.
REE
THE GROUP

31.12.2004  31.3.2004
FTHET TAT
HK$'000 HK$'000

R E SRR Trade payables:
TE=1H 0 to 30 days 28,657 152212
=+—HEh+H 31 to 90 days 2,139 2,720
i@ N+ H More than 90 days 483 148
31,279 18,080
E At FETBR K Other payables 13,374 6,883
44,653 24,963
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1.

2.

. 3 21. SHARE CAPITAL
LZEREE
Number of ;&N
ordinary Share
shares capital
31.3.2004 31.3.2004
% and X and
31.12.2004 31.12.2004
FHET
HK$'000
FAKAE 0.10 BTz Tk Ordinary shares of HK$0.10 each
ETERRAR Authorised 1,000,000,000 100,000
B EEAT RABUR BRR AR AR Issued and fully paid 302,100,000 30,210

RRAx
ARBR_ZTTF - A HBERRRA
iR 8 ([ER18) YR —FFTW
F— A+ REAFEE (TFEHE))
BRIE - BN ZZEMNE-A =+
REER IR -_FT—MFE-A=+
ANAER - M Bz IBERNRAES
SRAH A EEEE MR B IEH R ATRE
FHERZEE aERREEREMA
BRALHRTRR -

WS - 28 TR ZREIT - K
NAESEIRRERLEREEHERE
M B ER A EL BRI ANEEE
AKX B ARIREMBE AR ZES -« &
B fftER - RE B DHE - %
B - SXEEMEAMRER - FAA
SRR T AR EEREARA A
B2 2 A HE - IERIBERTSFOR0)
I TEME ~ (DA R B HATER S P
Z W B R (iR DA BRI ER I A
HART AL (822 5 B TERE A2 B 2 R Ui (B
ZEEE - MR 2 BRERRE 2R
MNEEZZURRBTREETRAZ
10%/4BR ©

22. SHARE OPTIONS

The share option scheme of the Company was first adopted on 2nd
February, 2000 (the “Old Scheme”) and was terminated on 14th
January, 2004 upon the adoption of a new scheme on the same
date which was effective on 26th January, 2004 (the “New Scheme”)
and will expire on 26th January, 2014. The primary purpose of the
New Scheme is to provide incentives to directors, eligible employees
and other qualified persons who in the opinion of the board of directors
has made or will make contributions which are or may be beneficial
to the Group as a whole.

Under the New Scheme, the directors of the Company may, subject
to certain conditions, grant to any director, employee, suppliers, agents,
customers, distributors, business associate or partner, professional or
other advisor of, or consultant or contractor to, any member of the
Group or any associated company who in the opinion of the board
of directors has made or will make contributions which are or may be
beneficial to the Group as a whole, options to subscribe for shares of
the Company at any price but not less than the higher of (i) nominal
value of a share, (ii) the closing price of the shares on the Stock
Exchange on the day of grant and (iii) the average of the closing
prices of the shares on the Stock Exchange on the five trading days
immediately preceding the date of grant of the options, subject to a
maximum of 10% of the issued share capital of the Company from
time to time.
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22. HikiEg @

23.

BREANZORNEAMSIZHEAT
ABRAN - QAP AR SR 2 R A AR
BFEXMBTZER -

B8 ST ST A R DA A S A
AIREARIE -

22. SHARE OPTIONS (Continued]

Options granted must be taken up within the time period set out in
the offer letter and upon payment of HK$1 for each lot of share
option granted.

No options has been granted since the adoption of the Old Scheme
and the New Scheme.

i fim 23. RESERVES
R ADEE EBRH ZEHEF
Share Contributed Accumulated FoEG)
premium surplus profits Total
FiBT F&T F&TT FBT
HK$'000 HK$'000 HK$'000 HK$'000
A F THE COMPANY
R-ZEZ=FMH—H At Tst April, 2003 103,275 40,948 45,765 189,988
REZHLA Net profit for the year - = 50,642 50,642
BERRE (B 10) Dividend paid (note 10) - - (15,105) (15,105)
RZ_ZZMF At 31st March, 2004 103,275 40,948 81,302 225,525
=RA=+—H
7N ER ) 4 ) Net profit for the period - - 72,770 72,770
ERRE (M 10) Dividend paid (note 10) - - (15,105) (15,105)
R-ZZFE
+=—A=+—8 At 31st December, 2004 103,275 40,948 138,967 283,190

ERRHAE BB R RREAR R
BHHZGARRESHBARRINER
BAR MR METIRD 2 AER
FRLASS B 7 S B B AR B DA KRB 307 =
E%771,000,0000% B0 AR 2 SRIEMIE 2
= o

The contributed surplus represents the difference between the
consolidated shareholder's funds of the subsidiaries at the date on
which they were acquired by the Company, and the nominal value of
the Company'’s shares issued for their acquisition at the time of the
group reorganisation less the amount applied to pay up the 1,000,000
nil paid shares at the time of the group reorganisation.
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23. @ik (&) 23. RESERVES [Continued)

BREBEABRE-NN—FRQAE - AQA Under The Companies Act 1981 of Bermuda, the contributed surplus

ZEHBBMRAIAADIK A - E T account of the Company is available for distribution. However, the

BT » RARTMFUABEHBRE KK Company cannot declare or pay a dividend or make a distribution

IR BAIEL DK out of contributed surplus if:

@) RERBEESEESNEEZ (@) itis, or would after the payment be, unable to pay its liabilities
BfE sk as they become due; or

(b) HEBEAEREEAMIRES (b) the realisable value of its assets would thereby be less than the
EHEHE B BEITRARRMRER 2 aggregate of its liabilities and its issued share capital and share
a0 o premium accounts.

BEERR  ARAIR=ZZEZENFE+=A In the opinion of the directors, the Company's reserves available for

= +—HURUPIETRRZ#EHEE distribution to shareholders as at 31st December, 2004 consisted of

BEHESN R a4 %E179,915,0007%8 the contributed surplus and the accumulated profits totalling

T(ZZEZWEF=A=+—8 : HK$179,915,000 (31.3.2004: HK$122,250,000).

122,250,000 7T) ©
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24. RITHE®K 24. BANK BORROWINGS
EME /N
THE GROUP THE COMPANY
31.12.2004 31.3.2004 | 31.12.2004 31.3.2004
FEx TET FTEx FHET
HK$'000 HK$'000 HK$'000 HK$'000
RITERELE Bank borrowings comprise:
RITEN Bank loans 454,170 384,566 68,000 104,000
RITHEX Bank overdrafts 9,963 - - ~
EEUIR &R Trust receipt loans 1,958 5,007 - -
466,091 389,573 68,000 104,000
RITREHRAR The bank borrowings
THIHARER are repayable as follows:
—F R Within one year or on
B demand 403,591 389,573 26,000 104,000
—FLA k- More than one year,
RESNY but not exceeding
two years 25,000 = 12,000 =
MREE - More than two years, but
FELAR not exceeding
five years 37,500 = 30,000 =
466,091 389,573 68,000 104,000
& mBBERR Less: Amount due within
R—F ARz one year and
FIE shown under current
liabilities (403,591)  (389,573)  (26,000)  (104,000)
—FRAE Amount due after
FKIA one year 62,500 = 42,000 =

R_ZEZENWFE+_=-_A=+—H
268,925,000 L (ZEZMWF=H =+

—H : 187,460,000/8 7T) Z $RITIE TS

ANIIEEEER

—  AEBZEITF5%9176,993,000 =
BLT(CETZNMF=A=1+—H:
216,040,000/ 7T) « &

—  ®EWHE  BREFE,300,000%E =
T(ZEEWME=A=+—8

7,500,00077T) ©

R=BPMFEF=A=+—F  &A7

ZIRITRERADEEM -

As at 31st December, 2004, bank borrowings of HK$268,925,000
(31.3.2004: HK$187,460,000) were secured by the following assets:

bank deposits amounting to approximately HK$176,993,000
(31.3.2004: HK$216,040,000); and

investment property with net book value amounting to
HK$9,300,000 (31.3.2004: HK$7,500,000)

unsecured.

As at 31st December, 2004, the Company's bank borrowings are
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25. MEENERY 25. DBLIGATIONS UNDER FINANCE LEASES
xEE THE GROUP
BEMABEBER T HREEE - The obligations under finance leases are repayable as follows:

REHEFREZRE

REHERR Present value
Minimum of minimum
lease payment lease payment

31.12.2004 3132004 31.12.2004  31.3.2004
TET AT TERT TAET
HK$'000 HK$'000 = HK$'000 HK$'000

—FA Within one year 227 226 200 200
BF In the second year 113 227 100 200
E=FEZFRF In the third to fifth year
(BRERMF) inclusive - 57 - 50
W RRBEER Less: Future finance charges (40) (60) N/A N/A
BHEKZ Present value of lease
RE obligations 300 450 300 450
BB EMR Less: Amount due within
MR—F ARz one year and shown
I under current liabilities (200) (200)
—F 1B 3IE 2 3K Amount due after one year 100 250
REBEZBRERRARERN 2 AAEE It is the Group's policy to lease certain of its motor vehicles under
++:F7‘:L$ $i’ﬂﬂ‘,§¢ﬁﬁ7’%ﬂi¥ finance leases. The average lease term is 4.5 years. Interest rates
B H)B R 2 T R A MR T o were fixed at the contract date. All leases are on a fixed repayment
ﬁTﬂ%’]ﬂ&liﬁ%’(%ﬁ%iﬂﬂ Hjﬁﬁi\ basis and no arrangements have been entered into for contingent
I RIS AR E 2 B ° rental payments.
RNEE 2 j & B AOERS T A AART The Group's obligations under finance leases are secured by the
HE 2 EEBEMIEER - lessor's charge over the leased assets.
ARAAINZEZEMF+—A=1+—H=k The Company had no obligation under a finance lease at 31st
—EENFE=A=+—BETMFHE December, 2004 or 31st March, 2004.
BHER o
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26.

RRRAR

B ATEBAZ
RITRYE RIERTT
AR

26. CONTINGENT LIABILITIES

EME ARF
THE GROUP THE COMPANY
31.12.2004 31.3.2004 = 31.12.2004 31.3.2004
FEx TET FEx TAT
HK$000 HK$'000 HK$'000 HK$'000
Guarantees given to
banks, in respect of
bank facilities utilised by
subsidiaries = = 397,132 280,566
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m=

ZTMEMNA[—H

27. EEHHREE

EEEESEEA
%zi_ggm¢+*ﬂ —t+—HBIithE
Wil*ﬁ%ﬁﬂ«%a‘ﬂzﬁfﬁiﬁza—ﬁ
a"ﬂ #3741,120,0008 L (Z2EZEWF =
A=+—8H: 1,854,000,%70

REEH  AEBRBEEYWEZ TR
BN ERENKERSHT !

Z-ZTFTP&E+— F=+—HM{EA For the nine months from 1st April, 2004 to 31st December, 2004

27. OPERATING LEASE ARRANGEMENTS

The Group as lessee

During the nine-month ended 3 1st December, 2004, the Group has
minimum lease payments made under operating leases amounting
to approximately HK$1,120,000 (31.3.2004: HK$1,854,000).

At the balance sheet date, the Group had commitments for future
minimum lease payments under non-cancellable leases in respect
of rented premises as follows:

KEME

THE GROUP
31.12.2004 31.3.2004
FEr FHT
HK$'000 HK$'000
—F A Within one year 825 1,226
FFEFHE (BIEEEMT) In the second to fifth year inclusive 241 -
1,066 1,226

REMWHEHSEAKRERETHAE
XEMNzET - BORESHRTH—
ERFZFHERRETE

R=BEMET=A=+—B AT
31 AE BT -

FEMEESHBA
HE-ZZNE+—A=1+—HIth#
A FTHRER < 270 YA XY 189,000/
T(CEE=FNA—HE_ZTTNF=
A=+—8 : 207,000 7T) - FEHZY
FRBEEEFTEAHR2% 2HEE W
o RWERKKNEAEMEE A
go

Operating lease payments represent rentals payable by the Group
for certain of its office properties. Leases are negotiated and rentals
are fixed, for an average term of two to five years.

As at 31st December, 2004, the Company has no commitments
under operating leases.

The Group as lessor

Property rental income earned during the nine-month ended 31st
December, 2004 was approximately HK$189,000 (1.4.2003 to
31.3.2004: HK$207,000). The property is expected to generate rental
yields of 29 on an on going basis. The property held has committed
tenants for the coming eight months.
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27.

238.

#ERHRYE (E)

FREEBHEN (2)
WEER - AREREFTIATZA
REER AL -

- OPERATING LEASE ARRANGEMENTS (Continued]

The Group as lessor [Lontinued]

At the balance sheet date, the Group had contracted with tenants for
the following future minimum lease payments:

31.12.2004 31.3.2004

THET FHET

HK$'000 HK$'000

—FA Within one year 168 252
E_ZELF (BREEMF) In the second to fifth year inclusive - 105
168 357

RFTEFIRTE

AEBRBETEAERERRIARG
HrEEEE ([5TE)) - BRAFTEIZE
ETYEASEEE DI X AL
ZEERA - ARERARHF SRR
5%[R% &t BIESK - e B IRREMEK

AEEETEZHEARIERS ATE
BT EE 2 B E B R KR E 81
8 - ZEMBRARFENAZEE L
IR RRENE SR - BEREF
REES - AREHZRKBENFE 2
ME— B ERETTERMEN -

28. RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund Scheme (the
“Scheme”) for all qualifying employees in Hong Kong. The assets of
the schemes are held separately from those of the Group, in funds
under the control of trustees. The Group contributes 5% of relevant
payroll costs to the Scheme, which contribution is matched by
employees.

The employees of the Group's subsidiaries in the PRC are members
of a state-managed retirement benefit scheme operated by the
government of the PRC. The subsidiaries are required to contribute a
fixed rate of payroll costs to the retirement benefit scheme to fund
the benefits. The only obligation of the Group with respect to the
retirement benefit scheme is to make the specified contributions.
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29. ELAFEEH

RAFETEEMBRARTN

TZR=T—HZFBWT

WEATERE

Name of subsidiary

Express Fortune
Holdings Limited

REARAT

Express Fortune Limited

RE LS
Fortune Shanghai

Fortune E-Commerce Limited
(“Fortune E-Commerce”)

BHEARRAT
Synergy Computers &
Communications Limited

B ERRASGBERLR
Synergy Information System
Limited

REEE (FER)
BRATA

Synergy Pacific (Holding)
Limited

29. PARTICULARS OF SUBSIDIARIES

FEME

Eanzayd

BR L3 2

Place of
incorporation/
establishment

RERLEE
British Virgin
Islands

6
Hong Kong

FEFR B 2 &
HNEIEE (B

Wholly foreign
owned enterprise
established in
the PRC

RBRUEE

British Virgin
Islands

&

Hong Kong

BB
Hong Kong

BB
Hong Kong

Details of the Company's principal subsidiaries at 31st December,

2004 are as follows:

ARFFER
ERITR BRITRE R
BERY EXEEZLH
REEMER Proportion of
Issued and nominal value of
fully paid issued share capital/
share capital/ registered capital
registered capital  held by the Company
LAk 100 £ 100%
Ordinary US$100
BB 10787 100%

BRERELERND
5,000,000 /7T
(Hzz)
Ordinary HK$10
Non-voting deferred

HK$5,000,000 (note)
6,000,000 7T 100%
US$6,000,000
A% 100 =TT 100%
Ordinary US$100
AL 29,500 BT 51%
Ordinary HK$29,500
BT 2,500 BT 51%
Ordinary HK$2,500
LA 24,1158 7T 51%

Ordinary HK$24,115

FRER

Principal activities

REER

Investment holding

RECERAE
Maintaining the
corporate office

BEERHE:
Trading of mabile
phones

Inactive

BESMEMN
Trading of computer
hardware

BB EIRE R
Trading of computer
hardware and software

BEER

Investment holding
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29.

MEARRH (B

) PNCECEE
Name of subsidiary

Synergy Technologies
(Asia) Limited

SEREFRAR
Top Emperor Investments
Limited

W-Data Technologies
Limited (“W-Data")

HBER

29. PARTICULARS OF SUBSIDIARIES (Continued]

AL

BR L3 2

Place of
incorporation/
establishment

BB
Hong Kong

BB
Hong Kong

RERIEE
British Virgin Islands

FEFRBIK 2

XRARFEE
BETR BRITRE
BRRH EAREEZLH
B, ERER Proportion of
Issued and nominal value of
fully paid issued share capital/

share capital/

EINEEERZE  US$5,000,000

Wholly foreign
owned enterprise
established in

registered capital

TERER

registered capital  held by the Company  Principal activities
E3EA% 10,000 T 51% HEEREMS
Ordinary HK$10,000 Trading of computer
hardware
E3@A% 10,000 T 1000 FFEME
Ordinary HK$10,000 Property holding
3EA% 200,000 7T 51% HEEEMEN
Ordinary US$200,000 Trading of computer
hardware
5,000,000 7T 1000 EEBEBHES
Trading of mobile
phones

the PRC

NA R E R A Express Fortune Holdings
Limited - EXPARPAA HAtbiEmIG B A
NRIEEREA o

FRExpress Fortune Holdings Limited -
Fortune E-Commerce XW-Data=£ ZH &
BRBEEBIN  FEEB TN ML
/BT BT

E P8 2 A R AR S B A (AT B T P 4
EEBES -

EZRRLERMINARBZMBRARE

FEAEEXENEEFE EFR
5 HIEMHBARZHEHSER
ERBNITE -

The Company directly holds the interest in Express Fortune Holdings
Limited, all other interests shown above are indirectly held by the
Company.

The principal activities are carried out in the place of incorporation/
establishment except for Express Fortune Holdings Limited, Fortune
E-Commerce and W-Data are mainly carried out businesses in Hong
Kong.

None of the subsidiaries had any debt securities subsisting at the
end of the period or at any time during the period.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results or net assets
of the Group. To give details of other subsidiaries would, in the opinion
of the directors, result in particulars of excessive length.
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29.

30.

MELREH (&)

ftaE  BERHEE EIEERRARE - &
REMEMREARBELRE LR
B RS R RS -

SERHE

HRAREZ EXBEREE SN2 B/
RARMKEDHREBEBHER
S BAER D EEAM © ULID - HRAE
Bz & R MR 2 BRI A BB
RETE (BRER) - BEAHEE
RNTE (BIEER) - ELLI Sl
TSR AT -

29.

30.

PARTICULARS OF SUBSIDIARIES (Continued]

Note: The deferred shares carry practically no rights to dividends or
to receive notice of or to attend or vote at any general meeting
of the respective companies or to participate in any distribution
on winding up.

SEGMENT INFORMATION

No segment analysis is provided as substantially all the Group's
turnover and contribution to profit from operations were derived from
the distribution and trading of mobile phones. In addition, no
geographical market analysis is provided as substantially all the Group's
turnover and contribution to profit from operations were derived from
the PRC (including Hong Kong) and substantially all the assets are
located in the PRC (including Hong Kong).
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iR RESULTS
BZE+=H
=t+-H
ERMEA
Nine months
BE=A=+—-HLEFE ended 31st
Year ended 31st March, December,
2001 2002 2003 2004 2004
FHT FAT FAT T FTET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
D Turnover 1,544,856 3,461,182 2,944,947 1,947,201 2,086,140
g (B8 &= T (Loss) profit from
operations (10,385) 71,782 98,141 54,796 64,597
BERA Finance costs (4,721) (10,893) (20,698) (16,549) (12,788)
BHREZ Unrealised gain on
RERUW investment securities 39,458 = = = =
Hitvix &2 Impairment loss on
RIEEE other investments - - (390) - -
HiEE —KE = AR Impairment loss on
MEEZ gooduwill arising on
AEREER acquisition of an
associate - (704) - - -
el 0) VNS Gain on disposal of
pdlgy subsidiaries = 1,187 = = -
DN Share of results of
A - associates (261) (11) (38) - -
BRI A& A Profit before taxation 24,091 61,161 77015 38,247 51,809
Bim Taxation (6,109) (9.222) (16,018) (6,620) (9,089)
ARet DB R A Profit before minority
il interests 17,982 51,939 60,997 31,627 42,720
DERRIER Minority interests - (1,624) (80) - 196
FE/HE Net profit for the
el year/period 17,982 50,315 60,917 31,627 42,916
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BERAR ASSETS AND LIABILITIES
R+=A
=+-—H
R=A=+—H At 31st
At 31st March, December,
2001 2002 2003 2004 2004
T FAT FAT FHIT FTHET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HAERE Total assets 520,640 685,203 830,421 746,235 873,500
wafE Total liabilities (311,212)  (417825)  (517098)  (416,336)  (515,986)
DEIRER R Minority interests - (8,676) (8,756) (8,756) (8,560)

209,428 258,702 304,567 321,143 348,954
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