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TVH entered the year 2000 in good shape

and is prepared to set foot on new ground to

compete in the New Economy. The group has

re-categorised its operations into three major

business lines in i-enabling – namely banking,

e-commerce and public sector – and combined

them with select investments in incubating IT

projects, to deal more effectively with the

newly emerging business models and

challenges.

Banking Enabling

TVH has been focusing on banking from

amongst an array of end-user businesses. By

keeping the markets narrow, TVH provides

professional expertise that is tailored to the

specific requirements of the banking and

finance sector. With years of focused

development, TVH has proven to be a favourite

i-enabler of choice for leading banks and

financial institutions in Hong Kong and China,

including the Bank of China, China Construction

Bank, Bank of East Asia, Shenzhen Development

Bank, City Commercial Bank and Postal Savings

Bureau.

TVH has created TopBank, a self-

developed software for the Global Banking

Centre of the Bank of East Asia and Bank of

China. TVH has now productised TopBank and

customised it to suit the needs of other banks.

The company is also noted for building and

implementing the credit card system for Bank

of China in over 20 cities across China, and for

8 other major banks in the country.

TVH is an
information enabler.

In just a few decades, information technology

has transformed from being some difficult

concept that was only comprehensible by a

small circle of elites, to one that serves global

information traffic and e-commerce. The

deployment of the information technology has

quickened the process of globalisation of the

world economy and the creation of more

potential wealth through techno-entrepreneurs.

Technology Venture Holdings Limited is

one such, and has been supporting others to

become so. Established in 1993 as a focused

information technology company, and listed on

The Stock Exchange of Hong Kong Limited in

July 1999, TVH is an information enabler rooted

in China and Hong Kong with a regional

perspective and an international outlook. Over

the years, TVH has achieved a number of

industry breakthroughs, such as engaging

pioneering technology to enable China’s first

nationwide broadband service, and being one

of the first and leading cybermall and

marketplace enablers in Hong Kong and China.

These accomplishments form the foundation for

its sustained and profitable growth.

Corporate
P r o f i l e
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e-Commerce Enabling

The ease of shopping and trading on the net

has made e-commerce an unstoppable trend.

Capturing this new dynamic, TVH’s ISO 9001

accredited e-commerce enabler has built for its

clients a number of pioneering cybermalls, and

has gained itself a leading position in building

and enabling e-shops in Hong Kong and China.

TVH focuses its e-commerce enabling

operations in two main areas: e-shopping and

e-payment. To create the best e-commerce

solutions, TVH partners itself with many top

class multi-national technology vendors such as

Intershop Communications, First Ecom.com and

Netlife.

Public Sector Projects

The public sector is one area that is under

TVH’s active development. TVH is privileged to

have secured two significant projects for the

Housing Authority and the Lands Department,

to create a pioneering performance appraisal

system and Hong Kong’s first and most

comprehensive digital map system. Renowned

for requiring high standards and stringent

screening, the award of these public sector

projects indicate the government’s

endorsement and mark their first steps in

outsourcing the implementation and

management of IT functions to private solution

providers.

TVH is planning to productise these

projects for application in the private sector,

making for a recurrent income to the group.

Investment Projects

Incubator projects are a main target of TVH’s

investment profile. They mean new growth

engines for its long-term profitability. The

group’s investment portfolio currently

comprises 19.9% interests in ChinaCast

Technology (BVI) Limited, a technology and

management partner of the first nationwide

satellite-based broadband Internet service in

China.

Reflecting TVH’s long range commitment to

positioning itself close to its customers,

providing them with timely, cost-effective

support and services, the company has built a

nationwide network of expertise with three

regional headquarters supported by six

representative offices.

TVH’s continuous commitment to success

has made itself a listed company in 6 years.

With shareholders’ support, TVH will continue to

serve as a backbone of the New Economy, help

our customers transit into the new economic

order, and contribute to the recovery and

transformation of the Asian economy.

From left: Luk Chung-po, Terence, Chan Tze-ngon, Ron

and Ng Kin-wah, Francis

From left: Tang Kin-hung, Barry

and Chow Siu-lam, Cliff
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Chairman’s
S t a t e m e n t

Cyberspace is growing and diversifying at an

amazing speed, and has intruded into our

everyday life before many of us realised. It has

revolutionised the whole economy with the

magic “e”. People are now trading trillions with

it; but all this hasn’t happened by itself. As a

pair of invisible hands behind the scene, we

have been a driving force facilitating this

revolution.

We have a spread of businesses, but there

is a common denominator in their success. We

lead our efforts with our strengths and has a

clear strategy to approach a very broad sector

that is growing with blinding speed. Our role in

this evolution is not to create or operate

dotcom companies, but to enable these New

Economy operations to function smoothly,

whilst helping the Old Economy businesses

settle into and compete in the e-environment.

Clear Heads, Strong Team

Competition is fierce in this field, yet we have

consistently sustained strong performance

throughout the years. This is no coincidence.

Our group operates under a clear and focused

strategy in approaching this versatile market.

We have a group of perceptive executives in

the management and hard-working and

innovative staff to support the creation and

execution of our strategy. We strengthen our

position through alliances with strong

technology partners. That can only have one

result: a solid track record characterised by

major and pioneering projects, and a

prestigious customer portfolio.

Relentless Support to Customers

This renowned clientele does not come to us

without reason. Our company puts clients as

our top priority. We believe in quality and

swiftness of service, and we are very specific in

this. To serve a clientele that spans across China

and Hong Kong, we proactively manage this

nationwide operation by empowering local

management and IT talents.

Actively Preparing Ahead

e-Commerce is our battleground and will

continue to be so. We also have in store a plan

to rebuild our telecoms team to make a strong

re-entry into the area of data communications

in 2000. Our efforts will be fuelled by the

inevitable de-regulation of China’s telecoms and

Internet activities on entering the WTO. There is

a lot for us to do, a task we have always

understood and to which we are committed to

equip ourselves to outperform our competitors

in this more and more sophisticated and

mature battleground – the digital economy.

I take this opportunity to thank our staff,

shareholders, customers and partners for

enabling our success.

Chan Tze-ngon, Ron

Chairman

Hong Kong, 27 May 2000

By staying focused, we sharpened our expertise,

By serving our clients well, we grew,
By equipping ourselves, we will continue

outperforming others in the New Economy.
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H ighl ights
Financial

1999 1998 % Increase

Operating Results (HK$’000)

Turnover 350,298 251,490 39

Operating profit 43,841 28,223 55

Net profit attributable to shareholders 34,278 22,979 49

Basic earnings per share (HK cents) 13.99 10.94 28

Financial Position (HK$’000)

Total assets 273,178 181,741 50

Bank balances and cash 54,080 22,985 135

Shareholders’ funds 120,607 28,509 323
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P r o s p e c t s
Review and (Continued)

Review of Performance

The group achieved 39% growth in turnover to

HK$350,298,000 (1998: HK$251,490,000) and

49% growth in net profit attributable to

shareholders to HK$34,278,000 (1998:

HK$22,979,000) in year 1999. e-Commerce and

government projects provided considerable

impetus for the registered growth, while the

banking enabling operation continued to bring

steady and recurrent income to the Group.

Dividend

The directors recommended the payment of a

final dividend of HK2.8 cents per share in

respect of the year ended 31 December 1999

to shareholders whose names appear on the

register of members of the company on 16

June 2000.

Review of Operations

Banking Enabling

By being focused and engaging in active

development since the inception of the Group,

TVH has become one of the leading i-enablers

in the banking and finance sector of Hong Kong

and the mainland China. TVH has a strong

customer portfolio supported by its solid

experience accumulated through years of work

in the area. It has brought to the banking

sector not only state-of-the-art but the best-of-

breed technologies from around the world, and

has packaged these solutions in some of the

best boxes in the industry.

TVH partners with IBM, NCR, Sun

Microsystems,  Lucent, Informix, Sybase,

Intershop and Interwoven, and bundles,

modifies and localises their solutions for

specific requirements of the banking sector.

TVH has made remarkable progress in

i-enabling the banking and finance sector in

the past years. For two consecutive years, the

group has been entrusted by the Bank of China

to build its Credit Card Authorisation Centre,

enabling BOC credit card and foreign visitor

card users to cash-in at ATM machines across

the nation. In order to keep pace with its

rapidly growing credit card business and to

bring more convenience to its overseas

customers, BOC awarded another contract to

TVH last year to perk up the bank’s overseas

branches, the first move of the BOC in this

direction. TVH maintains good working

relationship with BOC through years of co-

operation, and is confident that recurrent

projects will be obtained, with the bank’s

extension of its credit card authorisation

function to other overseas markets.

TVH has also won a contract from

Shenzhen Development Bank for the building

of its International Credit Card Issuing and

Authorisation Centre. TVH will continue to

capitalise on its TopBank system to strengthen

its leading position in banking enabling.

TVH supports its customers with full

servicing teams including engineers and a

round-the-clock hotline service throughout the

year. TVH employs top class IT professionals

with multi-vendor experience. They include

talents raised and based in Hong Kong and the

mainland to provide customers with accessible

and quality consultancy services that compare

favourably with multi-national vendors, whose

high-level IT professionals are often stationed

far away from the market.

As part of TVH’s marketing initiatives, it

set up a benchmarking centre in Beijing in

October 1999 to approach potential

customers. The benchmarking centre simulates

a banking environment where potential

customers can try out the system before

making a major purchase decision.

“We wrap up our
intelligent banking

solutions in some of
the best boxes in the

industry.”

P r o s p e c t s
Review and
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To complement its banking solutions, TVH

has also developed a line of peripheral financial

products, including ATM systems, point-of-sales

systems, credit card authorisation systems and

cash sorters. TVH is currently a leading provider

of peripheral financial products in China. In the

past year, TVH was awarded a contract for the

management of the ATM network of the

Guangdong Branch of the Bank of China.

e-Commerce Enabling

TVH acts as a complete e-commerce

optimisation partner for a range of cyberbanks,

cybermalls, retailers and e-tailers, portals and

online securities services.

As Internet based applications become

increasingly critical, how to make a traditional

business evolve into an electronic business is

now top priority. To succeed in today’s fast-

paced business world, it’s crucial to be

equipped with a reliable, responsive and robust

e-business tool. TVH provides co-ordinated,

end-to-end solutions from intelligent

applications to the payment gateway all

characterised by stringent data security. TVH

guarantees efficiency to ensure return on

investment for its customers.

TVH is one of the most experienced

cybermall enablers in Hong Kong. It constructed

for two telecoms giants, HKT and CTI,

cybermalls that are some of the very first in the

territory. In the past year, TVH was entrusted to

work on a number of exciting cybermalls and

e-commerce projects in both Hong Kong and

China. Our clients, which represent some of the

forerunners in e-commerce, come from a wide

range of business backgrounds, such as

StarEastNet.com, renren.com, Lane Crawford,

Dah Sing Bank, PSINet and eNet.

Dah Sing Bank’s total end-to-end e-

commerce system for both merchants and

customers is one prime example of our strength

and capability in e-commerce enabling. We

created for Dah Sing Bank Hong Kong’s first

bank-hosted online credit card payment

gateway together with a shopping mall

platform. The solution will enable the bank’s

vendor community to accept secure online

credit card payments and to create on the spot

new Internet sales channels. The solution is

complete with instant functional cybershops

and a comprehensive rollback and recovery

database management system.

TVH, the ultimate i-enabler in the areas of

                        banking, e-commerce
               and government projects.

TVH has also successfully transformed

show-biz to e-biz by running a leading-edge

e-commerce platform for StarEastNet.com, one

of the forefront infotainment Websites for the

global Chinese community. We created the

infrastructure to support the e-commerce

initiatives of StarEastNet.com, including its e-

mall, e-auction and e-ticket functions.

China is quickly catching up in

e-commerce with the fast growing per-capita

income and more widespread use of the

“We add e to
your business.”
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P r o s p e c t s
Review and (Continued)

Internet in the country. TVH has been

vigorously marketing its e-commerce models in

China, and was awarded an exciting project in

March 2000 by eNet China Inc, which is funded

by a venture capital 50% owned by Goldman

Sachs. TVH is working to build a complete

B2B2C marketplace for IT products, which

includes a bazaar for e-procurement and self-

service stores for e-commerce. Beijing will be

the first target for deployment, but the

infrastructure is able to support the nationwide

market.

Public Sector Projects

Public sector’s demand for IT products and

services is one area of strong growth, and is

sought after by many IT companies. TVH was

successful in capturing this trend last year and

gained important projects from various

the representativeness and coverage of this

objective performance appraisal system. Under

PASS 2000, the outcome is derived objectively

from the records and reports submitted by the

site staff, project professionals and an

independent team. TVH built the entire system,

from sourcing, design to customisation, which is

characterised by the innovative use of Internet-

access palm devices in the process.

The CartoCAD system developed by TVH

for Lands Department is another technological

innovation being customised for everyday use.

TVH helped the Lands Department to create a

brand new CAD environment for their current

users. Taking advantage of the latest

technology, TVH tailor-made a menu-driven,

object-oriented application that forms the basis

of a graphic engine that can edit and draw

survey maps while driving the survey

computation process and customisation gear at

the same time. The system, fully compatible

with the department’s Land Information System

(LIS) and Base Mapping System (BMS), can also

be used by the Planning, Environmental

Protection, Highways, Water Supplies and

Drainage Services Departments, as well as

private surveyors.

The Group seeks to unlock the

tremendous commercial value of these

government projects by productising and

customising them for deployment in other

sectors.

Investments

TVH’s 19.9% interests in ChinaCast Technology

provide our shareholders an opportunity to

participate in and benefit from the

mushrooming Internet market in China.

ChinaCast Technology is the technology and

management partner of ChinaCast Co, Ltd, who

joined hands with China Telecom to officially

launch in June 2000 Turbo 163, the first

nationwide satellite-based broadband Internet

service in China. The satellite delivery is

powered by the DirecPC® technology of Hughes

Network Systems of the US, the world’s leading

provider of satellite-based data services.

ChinaCast Co formed another alliance with

Sino Satellite Communications Company Ltd

government departments, including the

Housing Authority, Lands Department and the

Information Technology Services Department.

One such example is the Performance

Assessment Scoring System (PASS) for the

Housing Authority, which is committed to

developing an objective, open and fair

performance appraisal system for contractors

and consultants. TVH has enabled the

introduction of PASS 2000 to further enhance

“We are committed to
driving the e-volution
of the public sector.”
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and Data Centre, and help their business

flourish.

TVH has in the past a remarkable

performance in data communications. We

intend to re-enter the business in the near

future. Under the current intention, such re-

entry into the data communications business

may be accomplished by building a new team

internally or through acquisition of companies

which have proven track record in the field.

With our record of performance, professional

skills and technology capabilities, and a strong

and established client base, we can make a

rapid come-back. Our management is

committed to developing this line of business

with great confidence of success.

All businesses need to re-align themselves

to deal with the ever-changing business

environment. IT companies are no exception.

TVH will continue examining its role and edge in

the New Economy. It is prepared to re-define its

business scope, and take up new opportunities

and challenges in order to stay ahead of the

competition.

Our blueprint for the future will map out

how TVH i-enable a range of Old and New

enterprises, how we contribute to the New

Economy and profit from it. We are striding

into the new year and a new era with full

confidence.

(SINOSATCOM) in January 2000, pursuant to

which, SINOSATCOM will participate in

ChinaCast Co’s operation of Turbo 163 as a

strategic shareholder, and offer the service of

its transponders, with a bandwidth of 54 Mbps

carried on SINOSAT-1.

Vision and Strategies

The achievements we have made, the goodwill

we have established with renowned clients in

developing credible pioneering projects, the

professional team we have built up – are factors

which will lead our group to stronger growth

and profitability in the coming years. We will

continue to remain focused in niche markets

and business lines, while at the same time, seek

new growth opportunities through participating

as an investor and a joint operator.

For the immediate term, our huge

customer base and a large reserve of home-

grown software products and systems will

provide for our recurrent income. A potential

line of business is datamining. By enabling our

customers, such as the Federal Express, to track,

process, categorise and analyse important

customer information, we help these companies

develop marketing strategies to ensure long-

term success.

The deployment of information

technology is an irreversible trend. To prepare

traditional businesses to get onto the train of

the New Economy, we have started in May 2000

a new joint venture, TopTrain Limited, with

Bombay-listed SSI Ltd, one of India’s largest

software education companies. TVH seeks to

extend its interests into IT education, and the

alliance with SSI is a perfect synergy as the

company has been a market leader in the high-

end software education segment. We anticipate

rapid growth in this business through

franchising in Hong Kong and China.

TVH also intends to tap further into the

burgeoning banking sector with an additional

point of focus – business intelligence (BI). To

this end, TVH has strengthened its team who is

prepared to support its banking customers with

BI applications, including the Call Centre, CRM,

Data Warehouse, Self-service Banking System

“Focused and alert,
we equip ourselves for
the brave new world.”
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Management
Discussion

and Analysis
(Continued)

Performance Analysis

TVH has a robust and outstanding

performance record, and has been profitable

since its first year of operation. In 1999, the

group continued to progress steadily.

Revenue in 1999 was HK$350,298,000

(1998: HK$251,490,000), a 39% growth from

the previous year. Net profit attributable to

shareholders also rose 49% to HK$34,278,000

(1998: HK$22,979,000). Earnings per share

were HK14.0 cents (1998: HK10.9 cents), a 28%

increase.

Prior to flotation, the group’s businesses

were categorised into three major revenue

generators – the provision of computer

hardware, technology services and software. In

1999, computer hardware continued to provide

a steady income to the group, which

represented 72% (1998: 80%) of the total

turnover; strongest growth came from the

software operation, which accounted for 12%

(1998: 5%) of the group’s turnover, registered a

223% growth in revenue. Technology services

accounted for 16% (1998: 15%) of the total

turnover.

D i s c u s s i o n
Management and Analysis
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Application of Proceeds

The company raised net proceeds of HK$72.1

million through a placing and new issue in June

1999. The proceeds have been applied up to

the date of this report as follows:

– approximately HK$7 million for

research and development expenses

in information technology business;

– approximately HK$3.5 million for the

development of the group’s own

application software products;

– approximately HK$5 million for the

expansion of the group’s business in

the provision of computer

technology services;

– approximately HK$5 million to set up

a benchmarking centre in Beijing for

banking enabling operations;

– approximately HK$3 million to set up

two representative offices in China;

– approximately HK$1 million to

expand the group’s marketing

network in China;

– approximately HK$0.5 million for the

application of ISO 9001 certification

for its e-commerce enabling

operations; and

– approximately HK$27.6 million as

general working capital of the

group.

Another robust year with more

                       initiatives ahead.

In January 2000, the company raised a

further HK$120 million through another

placement to institutional and professional

investors. The proceeds have been applied as

follows:

– approximately HK$15 million for the

expansion of e-commerce business;

and

– approximately HK$60 million as

general working capital of the

group.

The remaining proceeds of the placing

and new issue and the second placement are

now placed on short term deposits with banks.
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Corporate
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Executive Directors

Mr Chan Tze-ngon, Ron, aged 44, chairman

of the company, founded the group in

November 1993. He has overall responsibility

for the group’s strategic direction and shapes

its business model and master plan. He holds

master’s degrees in mathematics and computer

science from Concordia University, Canada.

Before founding the Group, Mr Chan has more

than 16 years of experience working with multi-

national IT vendors, where he had held senior

management positions.

Mr Luk Chung-po, Terence, aged 45,

vice-chairman of TVH, where he is responsible

for the strategic development and management

of i-enabling operations in China. He received

his bachelor’s degree in business administration

from the Chinese University of Hong Kong and

commands extensive experience in telecoms

and information technology for 21 years. Prior

to joining the group in September 1996, Mr Luk

has held senior marketing and management

positions in and served as the major contributor

of growth to the China operations of various

multi-national IT entities.

Mr Tang Kin-hung, Barry, aged 39,

executive director, takes charge of the group’s

banking and e-commerce enabling operations

in China. He graduated from University of Hong

Kong with a bachelor’s degree in social

sciences. Mr Tang joined the Group in February

1994 following previous senior marketing and

management assignments with various multi-

national vendors for over 13 years.

Mr Ng Kin-wah, Francis, aged 45, is the

executive director who drives the development

of TVH’s e-commerce and public sector

enabling operations. He holds a bachelor’s

degree in computer science from University of

Alberta, Canada and brings to TVH more than

21 years of experience that spans a range of

industries and territories. He joined the Group

in May 1995 and prior to that has been

appointed to senior marketing and

management positions with various multi-

national information technology vendors.

Mr Chow Siu-lam, Cliff, aged 35,

executive director, is responsible for TVH’s

finance and corporate finance functions. He

earned his bachelor’s degree from the

University of Washington, US and has over 10

years of experience in accounting and

investment banking. Mr Chow joined the group

in April 2000 and prior to that has had senior

positions in leading investment banks in Hong

Kong. He is a member of the American Institute

of Certified Public Accountants.

Non-Executive Directors

Dr Lo Siew-kiong, John, O.B.E., J.P., aged 61,

is an independent non-executive director. Dr Lo

has over 31 years of senior management

experience in various manufacturing fields in

Asia, ranging from consumer, industrial to

aerospace military specification products

manufacturing. He is the honorary chairman of

the Hong Kong Quality Assurance Agency, the

honorary chairman of the Hong Kong Standards

and Testing Centre and the chairman of Hong

Kong Quality & Reliability Centre of the Hong

Kong Polytechnic University. Dr Lo was also the

vice-chairman of the Hong Kong Productivity

Council from 1988 to 1993. In addition, he

serves in several government advisory

committees.

Dr Chou Tao-hsiung, Joseph, aged 76,

is an independent non-executive director. Dr

Chou currently holds senior management

positions in several companies in the

information technology industry. He is the

director and president of Fortune Information

Systems Corp., Taiwan and the executive

chairman of MYND Ltd., Taiwan. He has also

previously held senior positions in a number of

reputable IT firms. Dr Chou received his

master’s degree in agriculture economics from

Cornell University, the US and his Ph.D. in

Econometrics from Iowa State University, the

US.

P r o f i l e
Management’s
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Profile
Management’ s (Continued)

Honorary Chairman

Mr Derek Peter Althorp, aged 59, is the

honorary chairman of the company. Mr Althorp

is the chairman and chief executive officer of

the Singapore-listed Datacraft Asia Ltd. He has

over 29 years of experience in information

technology and before being appointed to the

current position in Datacraft Asia Ltd, he was

the managing director and chief executive

officer of that company for 10 years. Prior to

that, Mr Althorp was a founder and the vice-

president of the European operations of

Telematics International Inc., where he was

instrumental in its successful listing on the

NASDAQ. He previously worked for ModComp

and DEC and led the development of its

networking business opportunities with British

Telecom. Mr Althorp will not receive any fee for

his role as the honorary chairman of the

company.

Senior Management

Mr Tse Pak-kong, Johnny, aged 36, is

responsible for managing the operations of the

group’s Shanghai and Guangzhou

representative offices. He holds a bachelor’s

degree in electrical engineering from University

of Hong Kong. He has more than 11 years’ IT

experience and joined the group in July 1994.

Mr Wang Li-wei , aged 43, oversees the

group’s banking enabling operations and

financial peripheral product offering. He holds a

bachelor’s degree in computer science from the

East China Teacher University, China and has

over 17 years’ IT experience. Mr Wang joined

the Group in December 1995.

Mr Fan Li, aged 43, is responsible for

managing the group’s financial peripheral

product operations in southern China. He holds

a bachelor’s degree in electrical technology

from Nanjing University of Science and

Technology, China. Mr Fan has more than 14

years of IT experience and joined the Group in

August 1997.

Mr Cheung Chun Hing , aged 41,

assumes overall management responsibility for

the group’s e-commerce and public sector

enabling operations. He received his bachelor’s

degree in computing science from University of

Alberta, Canada. Mr Cheung joined the group in

September 1996, bringing with him over 16

years’ IT experience.

Mr Cheng Siu-wa, Samson, aged 33, is

the chief architect of TVH and is responsible for

providing consultancy services in relation to

systems development cycle, particularly in

architectural design. He holds a master’s and a

bachelor’s degree in computer science from

City University of Hong Kong. Mr Cheng joined

the Group in July 1996.

Ms Hung Chan Yen-fung, Annie, aged

42, has prime responsibility for the financial

control and overall management of TVH’s newly

established TopTrain operations. She also

provides administrative support to the Group,

and oversees its human resources and logistics

management. Ms Hung graduated from the

University of Houston, Texas, US with a

bachelor’s degree in business administration

and is a member of the Institute of Human

Resources Management in Hong Kong. She

joined the group in 1998.

Mr Liu Kwok-leung, Tim, aged 34, is

the project manager responsible for providing

consultancy services in relation to application

development, particularly in architectural

design. He holds a master’s and a bachelor’s

degree in mathematics and computer science

from University of Western Ontario, Canada. Mr

Liu Joined the group in February 1996.

Mr Siu Hon-kwan, aged 38, logistics

manager responsible for the shipping and

logistics functions of the group. He holds a

diploma in business management from Glasgow

Polytechnic, UK. Mr Siu joined the group in

February 1994.

Ms Pang Lin, Elaine, aged 30, is the

group’s finance manager and company

secretary. She received her bachelor’s degree in

accountancy from Hong Kong Polytechnic

University and has more than 9 years of

experience in accounting, finance and

administration. She is a member of the Hong

Kong Society of Accountants and the

Association of Chartered Certified Accountants

of the UK. Ms Pang joined the group in April

1998.
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NOTICE IS HEREBY GIVEN that the annual general
meeting of Technology Venture Holdings
Limited (the “CompanyCompanyCompanyCompanyCompany”) will be held at Salons
2-3, Level 3, JW Marriott Hotel, 88 Queensway,
Pacific Place, Hong Kong on Monday, 26 June
2000 at 3 p.m. to transact the following
ordinary business:
1. to receive and consider the audited

consolidated financial statements and
reports of the directors and auditors for
the year ended 31 December 1999;

2. To declare a final dividend for the year
ended 31 December 1999.

3. to re-elect directors and to authorise the
board of directors to fix the directors’
remuneration;

4. to re-appoint auditors and to authorise the
board of directors to fix their
remuneration;
and, as special business, to consider and, if
thought fit, passing the following
Resolutions as ordinary resolutions:

5. “THATTHATTHATTHATTHAT:
(a) subject to paragraph (c) below,

pursuant to the Rules (the “ListingListingListingListingListing
RulesRulesRulesRulesRules”) Governing the Listing of
Securities on The Stock Exchange of
Hong Kong Limited (the “StockStockStockStockStock
ExchangeExchangeExchangeExchangeExchange”), the exercise by the
directors of the Company during the
Relevant Period of all the powers of
the Company to allot, issue and deal
with unissued shares (each a “ShareShareShareShareShare”)
of HK$0.10 each in the capital of the
Company and to make or grant
offers, agreements and options,
including warrants to subscribe for
Shares, which might require the
exercise of such powers be and the
same is hereby generally and
unconditionally approved;

(b) the approval in paragraph (a) above
shall authorise the directors of the
Company during the Relevant Period
to make or grant offers, agreements
and options which might require the
exercise of such powers after the end
of the Relevant Period;

(c) the aggregate nominal amount of
share capital allotted or agreed
conditionally or unconditionally to be
allotted (whether pursuant to
options or otherwise) by the
directors of the Company pursuant
to the approval in paragraph (a)
above, otherwise than pursuant to (i)
a Rights Issue; or (ii) the exercise of
any options granted under the share
option scheme of the Company; or
(iii) any scrip dividend or similar
arrangements providing for the
allotment and issue of Shares in lieu
of the whole or part of a dividend on
Shares in accordance with the bye-
laws of the Company in force from
time to time; or (iv) any issue of
Shares upon the exercise of rights of

subscription or conversion under the
terms of any warrants of the
Company or any securities which are
convertible into Shares, shall not
exceed the aggregate of:
(aa) 20 per cent. of the aggregate

nominal amount of the share
capital of the Company in issue
on the date of the passing of
this Resolution; and

(bb) (if the directors of the
Company are so authorised by
a separate ordinary Resolution
of the shareholders of the
Company) the nominal amount
of any share capital of the
Company repurchased by the
Company subsequent to the
passing of this Resolution (up
to a maximum equivalent to 10
per cent. of the aggregate
nominal amount of the share
capital of the Company in issue
on the date of the passing of
this Resolution),
and the authority pursuant to
paragraph (a) of this Resolution
shall be limited accordingly;
and

(d) for the purposes of this
Resolution:
“Relevant Period” means the
period from the date of the
passing of this Resolution until
whichever is the earliest of:
(i) the conclusion of the

next annual general
meeting of the Company;

(ii) the expiration of the
period within which the
next annual general
meeting of the Company
is required by the bye-
laws of the Company, the
Companies Act 1981 of
Bermuda (the
“Companies ActCompanies ActCompanies ActCompanies ActCompanies Act”) or any
other applicable law of
Bermuda to be held; and

(iii) the passing of an ordinary
Resolution by the
shareholders of the
Company in general
meeting revoking or
varying the authority
given to the directors of
the Company by this
Resolution;

“Rights Issue” means an offer of
Shares, or offer or issue of
warrants, options or other
securities giving rights to
subscribe for Shares open for a
period fixed by the directors of
the Company to holders of
Shares on the register on a
fixed record date in proportion
to their then holdings of Shares

Meeting
Notice of  Annual  General



1 6

Notice of Annual General
M e e t i n g

(Continued)

(subject to such exclusion or
other arrangements as the
directors of the Company may
deem necessary or expedient in
relation to fractional
entitlements, or having regard
to any restrictions or
obligations under the laws of,
or the requirements of, or the
expense or delay which may be
involved in determining the
existence or extent of any
restrictions or obligations
under the laws of, or the
requirements of, any
jurisdiction outside Hong Kong
or any recognised regulatory
body or any stock exchange
outside Hong Kong).”

6. “THATTHATTHATTHATTHAT:
(a) the exercise by the directors of the

Company during the Relevant Period
of all powers of the Company to
purchase the Shares on the Stock
Exchange or any other stock
exchange on which the Shares of the
Company may be listed and
recognised by the Securities and
Futures Commission and the Stock
Exchange for such purpose, and
otherwise in accordance with the
rules and regulations of the
Securities and Futures Commission,
the Stock Exchange, the Companies
Act 1981 of Bermuda and all other
applicable laws in this regard, be and
the same is hereby generally and
unconditionally approved;

(b) the aggregate nominal amount of
Shares which may be purchased by
the Company pursuant to the
approval in paragraph (a) during the
Relevant Period shall not exceed 10
per cent. of the aggregate nominal
amount of the issued share capital of
the Company as at the date of the
passing of this Resolution and the
authority pursuant to paragraph (a)
of this Resolution shall be limited
accordingly; and

(c) for the purposes of this Resolution,
“Relevant Period” means the period
from the date of the passing of this
Resolution until whichever is the
earliest of:
(i) the conclusion of the next

annual general meeting of the
Company;

(ii) the expiration of the period
within which the next annual
general meeting of the
Company is required by the
bye-laws of the Company, the
Companies Act or any other
applicable law of Bermuda to
be held; and

(iii) the passing of an ordinary
Resolution by the shareholders
of the Company in general
meeting revoking or varying
the authority given to the
directors of the Company by
this Resolution.”

7. “THATTHATTHATTHATTHAT the directors of the Company be
and they are hereby authorised to exercise
the authority referred to in paragraph (a)
of Resolution no. 5 above in respect of the
share capital of the Company referred to
in sub-paragraph (bb) of paragraph (c) of
such Resolution.”

By order of the board
Chan Tze Ngon, RonChan Tze Ngon, RonChan Tze Ngon, RonChan Tze Ngon, RonChan Tze Ngon, Ron

Chairman

Hong Kong, 27 May 2000

Registered office: Head office and principal
Clarendon House place of business in
2 Church Street Hong Kong:
Hamilton HM 11 8th Floor, Kantone Centre
Bermuda No. 1 Ning Foo Street

Chai Wan
Hong Kong

Notes:
1 A member entitled to attend and vote at the

meeting convened by the above notice is
entitled to appoint one or more proxy to attend
and, subject to the provisions of the bye-laws of
the Company, vote in his stead. A proxy need not
be a member of the Company.

2 In order to be valid, the form of proxy must be
deposited together with a power of attorney or
other authority, if any, under which it is signed or
a notarially certified copy of that power or
authority, at the offices of the Company’s Hong
Kong branch registrar, Tengis Limited at 1601,
Hutchison House, 10 Harcourt Road, Hong Kong
not less than 48 hours before the time for
holding the meeting or adjourned meeting.

3 In relation to proposed resolutions nos. 5 and 7
above, approval is being sought from the
shareholders for the grant to the directors of a
general mandate to authorise the allotment and
issue of shares under the Listing Rules. The
directors have no immediate plans to issue any
new shares of the Company other than shares
which may fall to be issued under the share
option scheme of the Company or any scrip
dividend scheme which may be approved by
shareholders.

4 In relation to proposed resolution no. 6 above,
the directors wish to state that they will exercise
the powers conferred thereby to repurchase
shares in circumstances which they deem
appropriate for the benefit of the shareholders.
An explanatory statement containing the
information necessary to enable the shareholders
to make an informed decision to vote on the
proposed resolution as required by the Listing
Rules will be set out in the accompanying
document.
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Report of  the

The directors herein present their first annual report and the audited financial statements of the Company for the period

from 29 March 1999 (date of incorporation) to 31 December 1999 and of the Group for the year ended 31 December

1999.

Group reorganisation

The Company was incorporated in Bermuda on 29 March 1999 as an exempted company with limited liability under the

Companies Act 1981 of Bermuda. Pursuant to a reorganisation scheme to rationalise the Group structure in preparation

for the listing of the Company’s shares on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), the

Company became the holding company of the Group on 12 June 1999. Further details of the Group reorganisation,

together with details of the subsidiaries acquired pursuant thereto, are set out in notes 1, 16 and 23 to the financial

statements and in the Company’s prospectus dated 22 June 1999.

On 6 July 1999, the shares of the Company were listed on the Stock Exchange.

Principal activities

The principal activity of the Company is investment holding. Details of the principal activities of the subsidiaries are set

out in note 16 to the financial statements. There were no changes in the nature of the Group’s principal activities during

the year.

Segmental information

An analysis of the Group’s turnover and contribution to profit before tax by principal activity and geographical area of

operations for the year ended 31 December 1999 is as follows:

Contribution

to profit

Turnover before tax

HK$’000 HK$’000

By principal activity:

Distribution of computer hardware products 252,749 21,286

Distribution of computer software products 42,181 7,416

Provision of computer technology services 55,368 13,703

350,298 42,405

By geographical area:

People’s Republic of China:

Hong Kong 35,412 4,087

Elsewhere 314,886 38,318

350,298 42,405
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Results and dividends

The Group’s profit for the year ended 31 December 1999 and the state of affairs of the Company and the Group at that

date are set out in the financial statements on pages 26 to 56.

An interim dividend of HK1.4 cents per share was paid on 27 September 1999. The directors recommend the payment of

a final dividend of HK2.8 cents per share in respect of the year ended 31 December 1999 to shareholders whose names

appear on the register of members on 16 June 2000. This recommendation has been incorporated in the financial

statements.

Summary financial information

The following is a summary of the consolidated/combined results of the Group for each of the four years ended 31

December 1999 prepared on the basis set out in note 1 below.

Year ended 31 December

1999 1998 1997 1996

HK$’000 HK$’000 HK$’000 HK$’000

TURNOVER 350,298 251,490 171,857 179,105

PROFIT BEFORE TAX 42,405 27,780 21,623 18,994

Tax (6,205) (4,771) (3,688 ) (3,247)

PROFIT BEFORE MINORITY INTERESTS 36,200 23,009 17,935 15,747

Minority interests (1,922) (30) (270 ) (102)

NET PROFIT FROM ORDINARY ACTIVITIES

ATTRIBUTABLE TO SHAREHOLDERS 34,278 22,979 17,665 15,645

Notes:

1. The summary of the combined results of the Group for each of the three years ended 31 December 1998 has been extracted from

the Company’s prospectus dated 22 June 1999. The summary was prepared based on the audited financial statements of the

companies now comprising the Group, after appropriate adjustments and reclassifications, as if the current Group structure had

been in existence throughout these financial years, and is presented on the basis set out in note 4 to the financial statements. The

results of the Group for the year ended 31 December 1999 are set out on page 26 of the financial statements.

2. As the Company was incorporated on 29 March 1999, the only audited consolidated/combined balance sheets for the Group that

have been prepared are those set out on page 28 of the financial statements.

Fixed assets

Details of movements in the fixed assets of the Company and the Group during the period/year are set out in note 14 to

the financial statements.

Subsidiaries

Particulars of the Company’s subsidiaries are set out in note 16 to the financial statements.
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Borrowings

Details of the borrowings of the Company and the Group are set out in notes 20 and 21 to the financial statements.

Share capital and share options

Details of movements in the Company’s share capital during the period, together with reasons therefor, and details of the

Company’s share option scheme are set out in note 23 to the financial statements.

Reserves

Details of movements in the reserves of the Company and the Group during the period/year are set out in note 24 to the

financial statements.

Distributable reserves

At 31 December 1999, the Company’s reserves available for distribution, calculated in accordance with The Companies

Act 1981 of Bermuda, amounted to HK$40,496,000. In addition, the Company’s share premium account, in the amount

of HK$43,558,000 at 31 December 1999, may be distributed in the form of fully paid bonus shares.

Pre-emptive rights

There are no provisions for pre-emptive rights under the Company’s bye-laws or the laws of Bermuda, being the

jurisdiction in which the Company was incorporated, which would oblige the Company to offer new shares on a pro rata

basis to existing shareholders.

Purchase, redemption or sale of listed securities of the Company

Other than in connection with the Company’s initial public offering, neither the Company, nor any of its subsidiaries

purchased, redeemed or sold any of the Company’s listed securities during the period.

Major customers and suppliers

In the year under review, sales to the Group’s five largest customers accounted for 46% of the total sales for the year and

sales to the largest customer included therein amounted to 16%. Purchases from the Group’s five largest suppliers

accounted for 56% of the total purchases for the year and purchases from the largest supplier included therein amounted

to 31%.

To the best knowledge of the directors, neither the directors, their associates, nor any shareholders who owned more

than 5% of the Company’s issued share capital, had any beneficial interest in any of the Group’s five largest customers or

suppliers during the year.
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Directors

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

Executive directors:

Mr. Chan Tze Ngon, Ron (appointed on 7 April 1999)

Mr. Luk Chung Po, Terence (appointed on 7 April 1999)

Mr. Tang Kin Hung, Barry (appointed on 7 April 1999)

Mr. Ng Kin Wah, Francis (appointed on 7 April 1999)

Mr. Leung Yat Chuen, Kennard (appointed on 7 April 1999 and resigned on 17 April 2000)

Mr. Chow Siu Lam, Cliff (appointed on 17 April 2000)

Non-executive director:

Mr. Derek Peter Althorp (appointed on 23 August 1999)

Independent non-executive directors:

Dr. Lo Siew Kiong, John (appointed on 12 June 1999)

Dr. Chou Tao Hsiung, Joseph (appointed on 12 June 1999)

In accordance with bye-law 111 of the Company’s bye-laws, Mr. Tang Kin Hung, Barry and Mr. Ng Kin Wah, Francis will

retire at the forthcoming annual general meeting and, being eligible, will offer themselves for re-election. Apart from Mr.

Chan Tze Ngon, Ron and Mr. Luk Chung Po, Terence, all the other directors of the Company, including non-executive

directors, are subject to retirement by rotation and re-election in accordance with the Company’s bye-laws.

Directors and senior management biographies

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

to 14 of this annual report.

Directors’ service contracts

Mr. Tang Kin Hung, Barry and Mr. Ng Kin Wah, Francis have entered into service contracts with the Company for an initial

term of three years commencing from 1 June 1999 and will continue thereafter for successive terms of one year until

terminated by not less than three months’ notice in writing served by either party on the other.

Apart from the foregoing, no director proposed for re-election at the forthcoming annual general meeting has a service

contract with the Company which is not determinable by the Company within one year without payment other than

statutory compensation.

Directors’ interests in contracts

Save as disclosed in note 5 to the financial statements, no director had a significant beneficial interest, either direct or

indirect, in any contract of significance to the business of the Group to which the Company, its subsidiaries, its holding

company, or its fellow subsidiaries was a party during the year.

Related party transactions and connected transactions

Details of the related party transactions and connected transactions of the Group and the Company are set out in note 5

to the financial statements.
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Directors’ remuneration and the five highest paid individuals

HK$’000

Fees:

Executive directors –

Non-executive director –

Independent non-executive directors 200

Other emoluments of executive directors:

Basic salaries, other allowances and benefits in kind 11,090

11,290

The number of directors whose remuneration fell within the following bands is as follows:

Number of directors

Nil to HK$1,000,000 3

HK$1,000,001 to HK$1,500,000 1

HK$1,500,001 to HK$2,000,000 2

HK$2,500,001 to HK$3,000,000 1

HK$4,000,001 to HK$4,500,000 1

No management bonuses had been paid or payable to the executive directors and there was no arrangement under

which a director waived or agreed to waive any remuneration during the year.

The five highest paid individuals included five directors during the year, whose remuneration are set out above.

During the year, no emoluments were paid by the Group to the directors as an inducement to join, or upon joining the

Group, or as compensation for loss of office.

The Group does not have a pension scheme for either its directors or its employees in Hong Kong. In the opinion of the

directors of the Company, the Group had no significant obligations for long service payments to its employees pursuant

to the requirements under the Employment Ordinance, Chapter 57 of the Laws of Hong Kong, at 31 December 1999.
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Directors’ interests in share capital

At 31 December 1999, the interests of the directors and their associates in the share capital of the Company or its

associated corporations, as recorded in the register maintained by the Company pursuant to Section 29 of the Securities

(Disclosure of Interests) Ordinance (the “SDI Ordinance”), were as follows:

Number of issued ordinary shares of HK$0.10 each

 in the Company held and nature of interest

Personal Family Corporate Total

Name of director interests interests interests interests

Mr. Chan Tze Ngon, Ron 23,814,000 – 142,800,000 166,614,000

(Note 1)

Mr. Luk Chung Po, Terence 4,830,000 – – 4,830,000

Mr. Tang Kin Hung, Barry 12,600,000 – – 12,600,000

Mr. Ng Kin Wah, Francis 8,400,000 – – 8,400,000

Mr. Leung Yat Chuen, Kennard 8,400,000 – – 8,400,000

Notes:

(1) These shares are beneficially owned by and registered in the name of Clear Goal Holding Limited (“Clear Goal”) , a company

incorporated in the British Virgin Islands, and its entire issued share capital is beneficially owned as to 62% by Mr. Chan Tze Ngon,

Ron, as to 23% by Mr. Yeung Po Lam, Paul (Note 2) and as to the balance of 15% by Mr. Luk Chung Po, Terence. Pursuant to a

shareholders’ agreement dated 12 June 1999 made between Mr. Chan Tze Ngon, Ron, Mr. Luk Chung Po, Terence, Mr. Yeung Po

Lam, Paul and Clear Goal, each of Mr. Chan Tze Ngon, Ron, Mr. Luk Chung Po, Terence, and Mr. Yeung Po Lam, Paul was granted pre-

emptive rights over the other’s shares in the Company and in Clear Goal.

(2) Mr. Yeung Po Lam, Paul was one of the founders of the Group. In July 1997, Mr. Yeung Po Lam, Paul ceased to be involved in the

business of the Group. Mr. Yeung Po Lam, Paul remained a shareholder of Clear Goal at the balance sheet date.

In addition to the above, certain directors have non-beneficial personal equity interests in certain subsidiaries held for the

benefit of the Company solely for the purpose of complying with the minimum company membership requirements.

Save as disclosed above, at 31 December 1999, none of the directors or their associates had any personal, family,

corporate or other interests in the issued share capital of the Company or any of its associated corporations, as defined in

the SDI Ordinance.

Directors’ rights to acquire shares or debentures

Under the terms of a share option scheme (the “Scheme”) adopted by the Company on 12 June 1999, the board of

directors is authorised, at its absolute discretion, to grant options to employees, including executive directors of the

Company or any of its subsidiaries, to subscribe for shares in the Company. Further details of the Scheme are set out in

note 23 to the financial statements. The Scheme became effective upon the listing of the Company’s shares on the Stock

Exchange on 6 July 1999. No options had been granted to any director or employee under the Scheme up to the balance

sheet date.

Apart from the foregoing, and other than in connection with the Group reorganisation in preparation for the Company’s

initial public offering, at no time during the year was the Company, any of its holding company, subsidiaries or fellow

subsidiaries a party to any arrangement to enable the Company’s directors, their respective spouse, or children under 18

years of age to acquire benefits by means of the acquisition of shares in or debentures of the Company or any other body

corporate.
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Substantial shareholders

Other than the shares held by Clear Goal, as disclosed in the section headed “Directors’ interests in share capital” above,

which represent 51% of the Company’s issued share capital at the balance sheet date, no other person had registered an

interest of 10% or more in the issued share capital of the Company that was required to be recorded in the register of

interests pursuant to Section 16(1) of the SDI Ordinance.

Post balance sheet events

Details of the significant post balance sheet events of the Group are set out in note 28 to the financial statements.

Pension scheme and costs

The Group does not provide any provident fund or other similar pension scheme for its employees in Hong Kong.

Employees in the People’s Republic of China (the “PRC”) are enrolled in the mandatory central pension scheme operated

by the PRC government. Details of the pension scheme of the Group and the employer’s pension costs charged to the

profit and loss account for the year are set out in notes 4 and 7 to the financial statements, respectively.

The Year 2000 issue

The Year 2000 problem arose primarily because computer data storage had been expensive in the past and, therefore,

most system engineers tended to use only two digits to represent the year in databases so as to save storage space. As

technology advanced, the production cost of the data storage space decreased and hence the more recently developed

products in the market were typically fully Year 2000 compliant. Both the Group’s distribution of computer hardware and

software products are made according to specifications which are agreed by the customers. The Group has provided

upgrade services for Year 2000 compliance to its customers where such needs have arisen. The Group has not

encountered any difficulty in providing upgrade services to its customers in the past. The Group is not responsible for

products distributed by it not being Year 2000 compliant if they are not specified to be so. In any event, as the warranty

of products is provided by the Group’s suppliers, if the products distributed by the Group fail to be Year 2000 compliant,

the Group will not assume any risk in this respect and it should be protected by a back-to-back indemnity from its

suppliers who will be responsible for the potential liabilities.

The Group’s internal computer systems are primarily used for office automation only and do not contain mission critical

applications and therefore, the Year 2000 compliance issue potentially has a minimal impact on the Group’s operations.

The Group conducted an assessment on its internal computer systems and spent approximately HK$300,000 to upgrade

its office equipment. The Group confirmed that its internal computer systems are Year 2000 compliant.

The Group co-ordinated a Year 2000 contingency plan which mainly included the saving of back-up copies of all

computer files and the maintenance of a systematic filing of hard copies of relevant documents. The Group has not

experienced any major Year 2000 problem at the date of this report.

Code of Best Practice

In the opinion of the directors, the Company complied with the Code of Best Practice, as set out in Appendix 14 of the

Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”), throughout the accounting period

covered by this report, except that the non-executive directors of the Company were not appointed for specific terms but

were subject to retirement by rotation and re-election at the annual general meeting of the Company in accordance with

the Company’s bye-laws.
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Audit committee

To comply with the revised Code of Best Practice, as set out in Appendix 14 of the Listing Rules, the Company set up an

Audit Committee (the “Committee”) on 12 June 1999 with written terms of reference for the purpose of reviewing and

providing supervision on the financial reporting process and internal control of the Group. The Committee comprises two

independent non-executive directors. The Group’s financial statements for the year ended 31 December 1999 have been

reviewed by the Committee, who were of the opinion that such statements complied with the applicable accounting

standards, the Stock Exchange and legal requirements and that adequate disclosures had been made.

Auditors

Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be proposed at the

forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Chan Tze Ngon, Ron

Chairman

Hong Kong

27 May 2000
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To the members

Technology Venture Holdings Limited

(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 26 to 56  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

statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong Society of

Accountants. An audit includes an examination, on a test basis, of evidence relevant to the amounts and disclosures in the

financial statements. It also includes an assessment of the significant estimates and judgements made by the directors in

the preparation of the financial statements, and of whether the accounting policies are appropriate to the Company’s and

the Group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary

in order to provide us with sufficient evidence to give reasonable assurance as to whether the financial statements are

free from material misstatement. In forming our opinion we also evaluated the overall adequacy of the presentation of

information in the financial statements. We believe that our audit provides a reasonable basis for our opinion.

Opinion

In our opinion the financial statements give a true and fair view, in all material respects, of the state of affairs of the

Company and of the Group as at 31 December 1999 and of the profit and cash flows of the Group for the year then

ended and have been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies

Ordinance.

Ernst & Young
Certified Public Accountants

Hong Kong

27 May 2000
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Consolidated Profit and
Loss  Account

Year ended 31 December 1999

1999 1998

Notes HK$’000 HK$’000

TURNOVER 6 350,298 251,490

Cost of sales (248,118) (180,542)

Gross profit 102,180 70,948

Other revenue 4,432 940

Distribution costs (17,564) (10,987)

Administrative expenses (45,207) (32,678)

PROFIT FROM OPERATING ACTIVITIES 7 43,841 28,223

Finance costs 8 (1,436) (443)

PROFIT BEFORE TAX 42,405 27,780

Tax 10 (6,205) (4,771)

PROFIT BEFORE MINORITY INTERESTS 36,200 23,009

Minority interests (1,922) (30)

NET PROFIT FROM ORDINARY ACTIVITIES

ATTRIBUTABLE TO SHAREHOLDERS 11 34,278 22,979

Dividends 12 (12,936) (12,000)

RETAINED PROFIT FOR THE YEAR 24 21,342 10,979

EARNINGS PER SHARE 13

Basic HK$0.14 HK$0.11
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Consolidated Statement of
Recognised Gains and Losses

Year ended 31 December 1999

1999 1998

Note HK$’000 HK$’000

Net profit from ordinary activities attributable to shareholders 34,278 22,979

Total recognised gains and losses 34,278 22,979

Goodwill eliminated directly against reserves 24 (602) –

33,676 22,979
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Consolidated Balance
Sheet

31 December 1999

1999 1998
Notes HK$’000 HK$’000

NON-CURRENT ASSETS
Fixed assets 14 8,930 3,832
Deferred development costs 15 3,453 2,320
Long term investment 17 15,600 –

27,983 6,152

CURRENT ASSETS
Inventories 18 7,829 14,961
Accounts receivable 167,724 76,852
Bills receivable 5,414 54,174
Prepayments, deposits and other receivables 10,071 6,617
Tax recoverable 10 77 –
Pledged time deposits 20 25,895 17,476
Cash and bank balances 28,185 5,509

245,195 175,589

CURRENT LIABILITIES
Accounts and bills payable 20,539 32,729
Tax payable 16,295 10,957
Accrued liabilities and other payables 19 80,670 104,670
Trust receipt loans, secured 20 15,455 –
Bank overdrafts, secured 20 6,218 2,572
Current portion of finance lease payables 21 387 723
Proposed final dividend 9,016 –

148,580 151,651

NET CURRENT ASSETS 96,615 23,938

TOTAL ASSETS LESS CURRENT LIABILITIES 124,598 30,090

NON-CURRENT LIABILITIES
Long term portion of finance lease payables 21 922 451
Deferred tax 22 911 586

1,833 1,037

Minority interests 2,158 544

120,607 28,509

CAPITAL AND RESERVES
Share capital 23 28,000 200
Reserves 24 92,607 28,309

120,607 28,509

Chan Tze Ngon, Ron Luk Chung Po, Terence
Director Director
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Consolidated Cash Flow
Statement

Year ended 31 December 1999

1999 1998

Notes HK$’000 HK$’000

NET CASH OUTFLOW FROM OPERATING ACTIVITIES 25(a) (9) (1,673 )

RETURNS ON INVESTMENTS AND SERVICING OF FINANCE

Interest received 1,532 470

Interest paid (1,185) (255)

Interest element on finance lease rental payments (251) (188)

Dividend paid (3,920) (12,000)

Net cash outflow from returns

on investments and servicing of finance (3,824) (11,973)

TAX

Hong Kong profits tax paid (413) (234)

Hong Kong profits tax refunded 133 301

Overseas profits taxes paid (339) –

Taxes refunded/(paid) (619) 67

INVESTING ACTIVITIES

Purchases of fixed assets (6,726) (3,253 )

Proceeds from disposal of fixed assets 539 –

Increase in deferred development costs (2,449) (3,480 )

Purchase of long term investment (15,600) –

Acquisition of additional equity interest in a subsidiary (910) –

Net cash outflow from investing activities (25,146) (6,733 )

NET CASH OUTFLOW BEFORE FINANCING ACTIVITIES (29,598) (20,312)

FINANCING ACTIVITIES

Proceeds from issue of share capital 25(b) 89,600 –

Share issue expenses 25(b) (18,242) –

Interest income on over-subscription for new shares issued 1,876 –

Advance from/(repayment to) a related company 25(b) (26,449) 34,664

Repayment of bank loans 25(b) – (1,840 )

Capital element of finance lease rental payments 25(b) (1,215) (940)

Pledge of bank deposits 25(b) (8,419) (17,476)

Net cash inflow from financing activities 37,151 14,408

INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 7,553 (5,904 )
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Consolidated Cash Flow
Statement

Year ended 31 December 1999

1999 1998

HK$’000 HK$’000

INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 7,553 (5,904)

Cash and cash equivalents at beginning of year 2,937 8,841

CASH AND CASH EQUIVALENTS AT END OF YEAR 10,490 2,937

ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS

Cash and bank balances 28,185 5,509

Bank overdrafts (6,218) (2,572)

Trust receipt loans with original maturity of less than

three months when acquired (11,477) –

10,490 2,937

(Continued)
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B a l a n c e
S h e e t

31 December 1999

Notes HK$’000

NON-CURRENT ASSETS

Fixed assets 14 1,280

Interests in subsidiaries 16 111,430

112,710

CURRENT ASSETS

Dividend receivable 9,016

Prepayment 145

Cash and bank balances 714

9,875

CURRENT LIABILITIES

Accrued liabilities and other payables 19 323

Current portion of finance lease payables 21 270

Proposed final dividend 9,016

9,609

NET CURRENT ASSETS 266

TOTAL ASSETS LESS CURRENT LIABILITIES 112,976

NON-CURRENT LIABILITIES

Long term portion of finance lease payables 21 922

112,054

CAPITAL AND RESERVES

Share capital 23 28,000

Reserves 24 84,054

112,054

Chan Tze Ngon, Ron Luk Chung Po, Terence

Director Director
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Notes to Financial
Statements

31 December 1999

1. Group reorganisation

The Company was incorporated in Bermuda on 29 March 1999 as an exempted company with limited liability under The

Companies Act 1981 of Bermuda. Pursuant to a reorganisation scheme to rationalise the structure of the Group in

preparation for the public listing of its shares in July 1999, the Company became the holding company of the companies

now comprising the Group (as detailed in note 16) on 12 June 1999. This was accomplished by acquiring the entire issued

share capital of Technology Venture (Hardware) Holdings Limited (“TVHHL”) in consideration and in exchange for the

allotment and issue of a total of 1,000,000 shares of HK$0.10 each in the share capital of the Company credited as fully

paid to the former shareholders of TVHHL. Further details of the Group reorganisation and of the subsidiaries acquired

pursuant thereto are set out in notes 23 and 16, respectively, to the financial statements and in the Company’s

prospectus dated 22 June 1999.

2. Corporate information

During the year, the Group was involved in the distribution of computer hardware and software products and the

provision of computer technology services.

3. Impact of new and revised Hong Kong Statements of Standard Accounting Practice

The following Hong Kong Statements of Standard Accounting Practice (“HKSSAPs”) have been adopted for the first time in

the preparation of the current year’s consolidated financial statements, together with a summary of their major effects.

• HKSSAP 1 : Presentation of financial statements

• HKSSAP 24 : Accounting for investments

HKSSAP 1 prescribes the basis for the presentation of financial statements and sets out guidelines for their structure and

minimum requirements for the content thereof. The formats of the profit and loss account and the balance sheets as set

out on pages 26, 28 and 31, respectively, have been revised in accordance with the HKSSAP, and a consolidated

statement of recognised gains and losses, not previously required, is included on page 27. Additional disclosures as

required are included in the supporting notes thereto.

HKSSAP 24 prescribes the accounting treatment and disclosures for investments in debt and equity securities including, in

certain circumstances, alternative accounting treatments. For these financial statements, as further explained in the

accounting policy note below, investments in long term unlisted equity securities are stated at cost less provisions for any

diminutions in values which are expected to be other than temporary. There are no prior period adjustments arising from

the adoption of HKSSAP 24 in these financial statements.
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Notes to Financial
Statements

31 December 1999

4. Summary of significant accounting policies

Basis of preparation

These financial statements have been prepared in accordance with Hong Kong Statements of Standard Accounting

Practice, accounting principles generally accepted in Hong Kong and the disclosure requirements of the Hong Kong

Companies Ordinance. They have been prepared under the historical cost convention, except for the remeasurement of

certain fixed assets, as further explained below.

Basis of consolidation

The consolidated financial statements have been prepared using the merger basis of accounting as a result of a Group

reorganisation completed on 12 June 1999. Under this basis, the Company has been treated as the holding company of

its subsidiaries for the financial years presented rather than from the date of acquisition of the subsidiaries. Accordingly,

the consolidated results of the Group for the years ended 31 December 1998 and 1999 include the results of the

Company and its subsidiaries with effect from 1 January 1998 or since their respective dates of incorporation, where this

is a shorter period. The comparative consolidated balance sheet as at 31 December 1998 has been prepared on the basis

that the existing Group had been in place at that date.

In the opinion of the directors, the consolidated financial statements prepared on the above basis present more fairly the

results and the state of affairs of the Group as a whole.

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

Comparative amounts have not been presented in the Company’s balance sheet because the Company did not exist at 31

December 1998.

Subsidiaries

A subsidiary is a company in which the Company, directly or indirectly, controls more than half of its voting power or

issued share capital, or controls the composition of its board of directors.

Interests in subsidiaries are stated at cost unless, in the opinion of the directors, there have been permanent diminutions

in values, when they are written down to values determined by the directors.

Goodwill

Goodwill arising on the consolidation of subsidiaries represents the excess purchase consideration paid over the fair values

ascribed to the net underlying assets acquired and is eliminated against reserves in the year of acquisition.

On disposal of subsidiaries, the relevant portion of attributable goodwill previously eliminated against reserves is written

back and included in the calculation of the gain or loss on disposal.
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Notes to Financial
Statements

31 December 1999

4. Summary of significant accounting policies (continued)

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the revenue can

be measured reliably, on the following bases:

(a) on the sale of goods, when the significant risks and rewards of ownership have been transferred to the buyer,

provided that the Group maintains neither managerial involvement to the degree usually associated with ownership,

nor effective control over the goods sold;

(b) on the rendering of services, based on the stage of completion of the transaction, provided that this and the costs

incurred, as well as the estimated costs to completion can be measured reliably. The stage of completion of a

transaction associated with the rendering of such services is established by reference to the costs incurred to date

as compared to the total costs to be incurred under the transaction;

(c) maintenance income, on a time proportion basis over the period of the contract;

(d) interest income, on a time proportion basis taking into account the principal outstanding and the effective interest

rate applicable; and

(e) rental income, on a time proportion basis over the lease terms.

Fixed assets and depreciation

Fixed assets are stated at cost or valuation less accumulated depreciation. The cost of an asset comprises its purchase

price and any directly attributable costs of bringing the asset to its working condition and location for its intended use.

Expenditure incurred after the fixed assets have been put into operation, such as repairs and maintenance, is normally

charged to the profit and loss account in the period in which it is incurred. In situations where it can be clearly

demonstrated that the expenditure has resulted in an increase in the future economic benefits expected to be obtained

from the use of the fixed asset, the expenditure is capitalised as an additional cost of that asset.

Changes in the values of fixed assets are dealt with as movements in the asset revaluation reserve. If the total of this

reserve is insufficient to cover a deficit, on an individual asset basis, the excess of the deficit is charged to the profit and

loss account. Any subsequent revaluation surplus is credited to the profit and loss account to the extent of the deficit

previously charged. On disposal of a revalued asset, the relevant portion of the revaluation reserve realised in respect of

previous valuations is transferred to retained earnings as a movement in reserves.

Depreciation is calculated on the straight-line basis to write off the cost or valuation of each asset over its estimated

useful life. The principal annual rates used for this purpose are as follows:

Leasehold land Over the lease terms

Building 5%

Leasehold improvements 331/
3
%

Furniture, fixtures and equipment 331/
3
%

Motor vehicles 331/
3
%

The gain or loss on disposal or retirement of a fixed asset recognised in the profit and loss account is the difference

between the net sales proceeds and the carrying amount of the relevant asset.
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Notes to Financial
Statements

31 December 1999

4. Summary of significant accounting policies (continued)

Leased assets

Leases that transfer substantially all the rewards and risks of ownership of assets to the Group, other than legal title, are

accounted for as finance leases. At the inception of a finance lease, the cost of the leased asset is capitalised at the

present value of the minimum lease payments and is recorded together with the obligation, excluding the interest

element, to reflect the purchase and financing. Assets held under capitalised finance leases are included in fixed assets

and are depreciated over the shorter of the lease terms and the estimated useful lives of the assets. The finance costs of

such leases are charged to the profit and loss account so as to provide a constant periodic rate of charge over the lease

terms.

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are accounted for as

operating leases. Rentals applicable to such operating leases are charged to the profit and loss account on the straight-

line basis over the lease terms.

Deferred development costs

Research and development costs are charged to the profit and loss account as incurred, except for those product

development costs which relate to a clearly defined project, the future economic benefits of which are reasonably

assured. Costs so deferred are amortised on a straight-line basis over three years commencing from the start of sale of

the new products.

The unamortised balance of deferred development costs is reviewed at the end of each period and is written off to the

extent that the unamortised balance, taken together with further development and directly related costs, is no longer

likely to be recovered.

Long term investments

Long term investments are investments in unlisted equity securities which are intended to be held on a continuing basis

and which are stated at cost less provisions for diminutions in values which are expected to be other than temporary.

Inventories

Inventories are stated at the lower of cost and net realisable value after making due allowances for obsolete and slow

moving items. Cost is determined on a first-in, first-out basis and, in the case of work in progress and finished goods,

comprises direct materials, direct labour and an appropriate proportion of overheads. Net realisable value is based on the

estimated selling prices less any estimated costs to be incurred to completion and disposal.

Deferred tax

Deferred tax is provided, using the liability method, on all significant timing differences to the extent it is probable that

the liability will crystallise in the foreseeable future. A deferred tax asset is not recognised until its realisation is assured

beyond reasonable doubt.

Foreign currency transactions

The Company and its subsidiaries maintain their accounting records in Hong Kong dollars. Foreign currency transactions

are recorded at the applicable rates of exchange ruling at the transaction dates. Monetary assets and liabilities

denominated in foreign currencies at the balance sheet date are translated at the applicable rates of exchange ruling at

that date. Exchange differences are dealt with in the profit and loss account.
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Notes to Financial
Statements

31 December 1999

4. Summary of significant accounting policies (continued)

Pension costs

The Group has joined a mandatory central pension scheme operated by the PRC government for its PRC employees, the

assets of which are held separately from those of the Group. Contributions made are based on a percentage of the

eligible employees’ salaries and are charged to the profit and loss account as they become payable, in accordance with

the rules of the scheme. The employers’ contributions vest fully once they are made.

Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party, or

exercise significant influence over the other party in making financial and operating decisions. Parties are also considered

to be related if they are subject to common control or common significant influence. Related parties may be individuals

or corporate entities.

Cash equivalents

For the purposes of preparing the Group’s cash flow statement, cash equivalents represent short term highly liquid

investments which are readily convertible into known amounts of cash and which were within three months of maturity

when acquired, less advances from banks repayable within three months from the date of the advance.

5. Related party transactions and connected transactions

The Group had the following transactions with related parties during the year:

1999 1998

HK$’000 HK$’000

Purchase of information technology products from:

Minority shareholders of certain subsidiaries of the Company

– Sequent Computer Systems, Inc. 58,824 66,203

– Open Environment Corporation 739 1,765

– BMC Software Inc. – 506

– Internet Dynamics, Inc. 26 20

Related companies

– certain members of the Datacraft Asia Ltd group (note) 16,730 4,453

Sales of information technology products to a member of

the Datacraft Asia Ltd group (note) 1,918 –

Management fee received from a member of the

Datacraft Asia Ltd group (note) 470 470

Acquisition of 1% equity interest in Sequent China/Hong Kong

Limited from Sequent Computer Systems, Inc. 910 –

Note: Mr. Derek Peter Althorp, a director of the Company, is a director of Datacraft Asia Ltd, a company listed on Singapore Exchange

Securities Trading Limited. Mr. Chan Tze Ngon, Ron and Mr. Luk Chung Po, Terence, directors of the Company, were directors of a

member of the Datacraft Asia Ltd group during the year.
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Notes to Financial
Statements

31 December 1999

5. Related party transactions and connected transactions (continued)

In the opinion of the directors, the above related party transactions were entered into by the Group in the ordinary

course of business and on terms agreed with the minority shareholders and related companies.

Details of the terms of the outstanding balances with related parties at 31 December 1999 are set out in note 19 to the

financial statements.

During the year ended 31 December 1998, the Group acquired leasehold property held in Hong Kong under medium

term lease from Mr. Chan Tze Ngon, Ron at a consideration of HK$770,000, representing the then market value of the

property as confirmed by C.Y. Leung & Company Limited, an independent firm of professional valuers.

During the year, the banking facilities of the Group were supported by the following at nil consideration (note 20):

(i) legal charges on a leasehold property in Hong Kong owned by a director of the Company and his spouse; and

(ii) joint and several guarantees executed by certain directors of the Company.

The above security and guarantees were released following the listing of the Company’s shares on The Stock Exchange of

Hong Kong Limited (the “Stock Exchange”) and replaced by corporate guarantees of the Company and other security of

the Group.

6. Turnover and revenue

Turnover represents the net invoiced value of goods sold, after allowance for returns and trade discounts and services

rendered. All significant intra-Group transactions have been eliminated on consolidation.

An analysis of turnover and revenue is as follows:

Group

1999 1998

HK$’000 HK$’000

Sale of goods 294,930 214,487

Rendering of computer technology services 55,368 37,003

Turnover 350,298 251,490

Interest income 3,408 470

Management fee received from a related company 470 470

Gross rental income 252 –

Gain on disposal of a fixed asset 248 –

Sundry income 54 –

Total revenue 354,730 252,430
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Notes to Financial
Statements

31 December 1999

7. Profit from operating activities

The Group’s profit from operating activities is arrived at after charging/(crediting):

1999 1998

HK$’000 HK$’000

Cost of inventories sold and services provided 248,118 180,542

Depreciation:

Owned fixed assets 1,988 3,199

Leased fixed assets 509 1,152

2,497 4,351

Research and development cost:

Amortisation of deferred development costs 1,316 1,160

Current year expenditure 1,100 –

2,416 1,160

Deficit on revaluation of leasehold land and building 95 –

Operating lease rentals in respect of land and buildings 4,778 4,419

Auditors’ remuneration 1,000 340

Staff costs (excluding directors’ remuneration – note 9):

Salaries 22,444 10,887

Pension contributions 357 334

22,801 11,221

Exchange losses/(gains), net 1,928 (18)

Loss/(gain) on disposal of fixed assets, net (153) 136

Net rental income (198) –

Management fee received from a related company (470) (470)

Interest income (3,408) (470)
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Notes to Financial
Statements

31 December 1999

8. Finance costs

Group

1999 1998

HK$’000 HK$’000

Interest on trust receipt loans and bank overdrafts

wholly repayable within five years 1,185 255

Interest on finance leases 251 188

1,436 443

9. Directors’ remuneration

1999 1998

HK$’000 HK$’000

Fees 200 –

Other emoluments 11,090 12,507

11,290 12,507

10. Tax

1999 1998

HK$’000 HK$’000

Group:

Hong Kong 433 674

Elsewhere 5,580 3,664

Rebate relating to prior year (133) –

Deferred – note 22 325 433

Tax charge for the year 6,205 4,771

Hong Kong profits tax has been provided at the rate of 16% (1998: 16%) on the estimated assessable profits arising in

Hong Kong during the year. Taxes on profits elsewhere have been calculated at the rates of tax prevailing in the countries

in which the Group operates, based on existing legislation, interpretations and practices in respect thereof. Tax

recoverable represents provisional tax paid in excess of the estimated tax liability of the Group.

11. Net profit from ordinary activities attributable to shareholders

The net profit from ordinary activities attributable to shareholders dealt with in the financial statements of the Company

for the period from 29 March 1999 (date of incorporation) to 31 December 1999 was HK$14,001,000.
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Notes to Financial
Statements

31 December 1999

12. Dividends

1999 1998

HK$’000 HK$’000

Interim – HK1.4 cents (1998: Nil) per share 3,920 –

Proposed final – HK2.8 cents (1998: Nil) per share 9,016 –

Special dividend – 12,000

12,936 12,000

The 1998 special dividend of HK$12,000,000 was proposed and paid by certain subsidiaries of the Group to their then

shareholders prior to the Group reorganisation. Details of the Group reorganisation are set out in the Company’s

prospectus dated 22 June 1999.

The directors recommend the payment of a final dividend of HK2.8 cents per share in respect of the year ended 31

December 1999 to shareholders whose names appear on the register of members on 16 June 2000.

13. Earnings per share

The calculation of basic earnings per share is based on the net profit from ordinary activities attributable to shareholders

for the year of HK$34,278,000 (1998: HK$22,979,000) and the weighted average of 245,095,890 (1998: 210,000,000)

shares in issue during the year. The weighted average number of shares used to calculate both the current and prior

year’s earnings per share includes the pro forma issued share capital of the Company, comprising 1,000,000 shares issued

nil paid on incorporation of the Company, 1,000,000 shares issued for the acquisition of the entire issued share capital of

TVHHL and the capitalisation issue of 208,000,000 shares as further described in note 23 to the financial statements. The

weighted average number of shares used in the current year’s earnings per share calculation also includes the 70,000,000

shares issued on the public listing.

Diluted earnings per share for the years ended 31 December 1999 and 1998 has not been calculated as no diluting

events existed during these years.
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Notes to Financial
Statements

31 December 1999

14. Fixed assets

Group

Medium term

leasehold

land and Furniture,

building Leasehold fixtures and Motor

in Hong Kong improvements equipment vehicles Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Cost or valuation:

At beginning of year 770 1,859 8,669 4,242 15,540

Additions – 606 6,120 1,350 8,076

Disposals – (97) – (1,273) (1,370)

Deficit on revaluation (120 ) – – – (120)

At 31 December 1999 650 2,368 14,789 4,319 22,126

Accumulated depreciation:

At beginning of year 13 1,127 7,408 3,160 11,708

Provided during the year 35 451 1,307 704 2,497

Disposals – (3 ) – (981 ) (984)

Written back on revaluation (25 ) – – – (25)

At 31 December 1999 23 1,575 8,715 2,883 13,196

Net book value:

At 31 December 1999 627 793 6,074 1,436 8,930

At 31 December 1998 757 732 1,261 1,082 3,832
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Notes to Financial
Statements

31 December 1999

14. Fixed assets (continued)

Company

Furniture

and Motor

fixtures vehicles Total

HK$’000 HK$’000 HK$’000

Cost:

Additions and at 31 December 1999 7 1,350 1,357

Accumulated depreciation:

Provided during the period and at 31 December 1999 2 75 77

Net book value:

At 31 December 1999 5 1,275 1,280

The net book value of the fixed assets of the Company and the Group held under finance leases included in the total

amount of motor vehicles at 31 December 1999 amounted to HK$1,275,000 (1998: Nil) and HK$1,364,000 (1998:

HK$746,000), respectively.

The Group’s medium term leasehold land and building was revalued by C.Y. Leung & Company Limited, an independent

firm of professional valuers, at open market value, existing use basis on 30 April 1999 at HK$650,000. A revaluation deficit

of HK$95,000 resulting from the above valuation has been charged to the profit and loss account.

Had the land and building been carried at historical cost less accumulated depreciation, its carrying value would have

been approximately HK$718,000.
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Notes to Financial
Statements

31 December 1999

15. Deferred development costs

Group

1999 1998

HK$’000 HK$’000

Cost:

At beginning of year 3,480 –

Additions 2,449 3,480

At 31 December 5,929 3,480

Accumulated amortisation:

At beginning of year 1,160 –

Provided during the year 1,316 1,160

At 31 December 2,476 1,160

Net book value:

At 31 December 3,453 2,320

16. Interests in subsidiaries

Company

1999

HK$’000

Unlisted shares, at cost 39,631

Due from subsidiaries 71,799

111,430

The amounts due from subsidiaries are unsecured, interest-free and have no fixed terms of repayment.
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Notes to Financial
Statements

31 December 1999

16. Interests in subsidiaries (continued)

Particulars of the subsidiaries are as follows:

Place of

incorporation/ Paid-up Attributable

Company operations share capital equity interest Principal activities

Held directly:

Technology Venture British Virgin Ordinary 100% Investment holding

(Hardware) Holdings Islands US$1,000

Limited

Held indirectly:

BMC Software (China) Hong Kong Ordinary 90% Dormant

Limited HK$10

Centura Software Hong Kong Ordinary 100% Dormant

China/Hong Kong Limited HK$10,000

Forte Software China/ Hong Kong Ordinary 100% Dormant

Hong Kong Limited HK$10,000

Internet Dynamics Hong Hong Kong Ordinary 90% Distribution of

Kong And China Limited HK$10,000 information technology

products and

provision of computer

 technology services

Light International Holdings British Virgin Ordinary 100% Provision of

Limited Islands/ US$10,000 procurement services

The PRC

Matrix.com Limited # Hong Kong Ordinary 100% Dormant

HK$2

Network Computer Concept Hong Kong Ordinary 100% Dormant

Limited HK$10,000

Open Environment China/ Hong Kong Ordinary 90% Distribution of

Hong Kong Limited HK$10,000 information technology

products and

provision of computer

technology services
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Notes to Financial
Statements

31 December 1999

16. Interests in subsidiaries (continued)

Place of

incorporation/ Paid-up Attributable

Company operations share capital equity interest Principal activities

Held indirectly  (continued):

Sequent China/Hong Kong Hong Kong/ Ordinary 91% Distribution of

Limited The PRC HK$10,000 (note) information technology

products and

provision of computer

technology services

Select Software Tools Hong Kong Ordinary 100% Distribution of

China/Hong Kong Limited HK$10,000 information technology

products and

provision of computer

technology services

Technology Venture British Virgin Ordinary 100% Investment holding

(Software) Holdings Islands US$1,000

Limited

Technology Venture British Virgin Ordinary 100% Distribution of

Software (China) Islands/ US$10,000 information technology

Limited The PRC products and

provision of computer

technology services

Topasia Computer Limited Hong Kong/ Ordinary 100% Distribution of

The PRC HK$10,000 information technology

products and

provision of computer

technology services

Topsoft Limited Hong Kong Ordinary 100% Distribution of

HK$10,000 information technology

products and

provision of computer

technology services

Windsor Enterprises Limited British Virgin Ordinary 100% Provision of

Islands/ US$10,000 marketing services

The PRC
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16. Interests in subsidiaries (continued)

Note:

As at 31 December 1998, the Group’s attributable equity interest in Sequent China/Hong Kong Limited (“SCHKL”) was 90%. On 5 June

1999, the minority shareholder of SCHKL disposed of and the Group acquired 1% equity interest in SCHKL, thereby increasing the Group’s

attributable equity interest in SCHKL to 91%.

# incorporated during the year.

17. Long term investment

Group

1999 1998

HK$’000 HK$’000

Unlisted equity investment, at cost 15,600 –

Unlisted long term investment represents the Group’s investment in 19.9% equity interest in ChinaCast Technology (BVI)

Limited (“CCT”), a company incorporated in the British Virgin Islands. CCT is an Internet content provider based in Hong

Kong which is principally engaged in the provision of Internet and related services in Hong Kong and the PRC.

18. Inventories

Group

1999 1998

HK$’000 HK$’000

Information technology products held for resale 7,067 14,961

Work in progress 762 –

7,829 14,961

The carrying amount of inventories carried at net realisable value included in the above is HK$1,542,000 (1998: Nil).
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19. Accrued liabilities and other payables

Group Company

1999 1998 1999

Notes HK$’000 HK$’000 HK$’000

Accrued and other liabilities 38,257 61,041 323

Due to minority shareholders (a) 31,098 17,180 –

Due to related companies (b) 11,315 26,449 –

80,670 104,670 323

Notes:

(a) The amounts due to minority shareholders of certain subsidiaries represent trade payables, which are unsecured, interest-free and

are repayable according to the terms agreed with these minority shareholders.

(b) At the balance sheet date, the amounts due to related companies, representing trade payables to certain members of the Datacraft

Asia Ltd group, are unsecured, interest-free and have no fixed terms of repayment. Balance in last year represented amount due to a

related company in which certain directors of the Company, are directors of this related company. This amount was unsecured,

interest-free and repaid in full during the year.

20. Banking facilities

As at 31 December 1999, the Group’s banking facilities were secured by the pledge of the Group’s time deposits

amounting to approximately HK$25.9 million (1998: HK$17.5 million).

As at 31 December 1998, the Group’s banking facilities were also supported by the joint and several guarantees executed

by certain directors of the Company; and the legal charge on a leasehold property in Hong Kong owned by a director of

the Company and his spouse. The above guarantees and security were all released following the listing of the Company’s

shares on the Stock Exchange and replaced by corporate guarantees of the Company and other security of the Group.
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21. Finance lease payables

There were obligations under finance leases at the balance sheet date as follows:

Group Company

1999 1998 1999

HK$’000 HK$’000 HK$’000

Amounts payable:

Within one year 466 867 337

In the second year 337 425 337

In the third to fifth years, inclusive 813 142 813

Total minimum finance lease payments 1,616 1,434 1,487

Future finance charges (307) (260) (295)

Total net finance lease payables 1,309 1,174 1,192

Portion classified as current liabilities (387) (723) (270)

Long term portion 922 451 922
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22. Deferred tax

Group

1999 1998

HK$’000 HK$’000

At beginning of year 586 153

Charge for the year – note 10 325 433

At 31 December 911 586

The principal components of the Group’s deferred tax liabilities/(assets) position and the amounts not provided for in the

financial statements are as follows:

Provided Not provided

1999 1998 1999 1998

HK$’000 HK$’000 HK$’000 HK$’000

Accelerated depreciation allowances 911 586 27 (36)

Tax losses carried forward – – (2,169) (1,554 )

911 586 (2,142) (1,590 )

As at 31 December 1999, there were no significant potential deferred tax liabilities for which provision has not been

made for the Company.

The revaluation of the Group’s land and building does not constitute a timing difference and, consequently, the amount

of potential deferred tax thereon has not been quantified.
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23. Share capital

Shares

1999

HK$’000

Authorised:

1,000,000,000 ordinary shares of HK$0.10 each 100,000

Issued and fully paid:

280,000,000 ordinary shares of HK$0.10 each 28,000

The following changes in the Company’s authorised and issued share capital took place during the period from 29 March

1999 (date of incorporation) to 31 December 1999:

(a) On incorporation, the authorised share capital of the Company was HK$100,000 divided into 1,000,000 shares of

HK$0.10 each, all of which were issued and allotted nil paid on 7 April 1999.

(b) On 12 June 1999, the authorised share capital of the Company was increased from HK$100,000 to HK$200,000 by

the creation of a further 1,000,000 shares of HK$0.10 each. On the same day, the authorised share capital of the

Company was further increased from HK$200,000 to HK$100,000,000 by the creation of a further 998,000,000

shares of HK$0.10 each.

(c) On 12 June 1999, as part of the Group reorganisation described in note 1 to the financial statements, the Company

issued an aggregate of 1,000,000 shares of HK$0.10 each credited as fully paid in consideration for the acquisition

of the entire issued share capital of TVHHL. The excess over the fair value of the shares of TVHHL, determined on the

basis of the consolidated net assets of TVHHL at that date over the nominal value of the Company’s shares issued in

exchange therefor, amounting to HK$39,531,000, was credited to the Company’s contributed surplus account - see

note 24 to the financial statements.

(d) On 12 June 1999, HK$100,000, being a portion of the amount credited to the contributed surplus of the Company

on the issue of shares in exchange for the shares in TVHHL, as set out in (c) above, was applied to pay up in full at

par value the 1,000,000 shares issued and allotted nil paid on 7 April 1999.

(e) On 12 June 1999, a total of 208,000,000 shares of HK$0.10 each were allotted as fully paid at par to the holders of

the shares on the register of members of the Company in proportion to their respective shareholdings at the close

of business on that date by way of capitalisation of the sum of HK$20,800,000 standing to the credit of the share

premium account of the Company, conditional on the share premium account being credited as a result of the new

share issue to the public on 6 July 1999.

(f) On 6 July 1999, 70,000,000 shares of HK$0.10 each were issued to the public at HK$1.28 each for a total cash

consideration, before expenses, of HK$89,600,000.
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23. Share capital (continued)

Shares (continued)

A summary of the above movements in the issued share capital of the Company is as follows:

Number of

shares issued Par value

’000 HK$’000

Shares allotted and issued nil paid on incorporation 1,000 –

Shares issued as consideration for the acquisition of

the entire issued share capital of TVHHL 1,000 100

Application of contributed surplus to pay up nil paid shares – 100

Bonus issue credited as fully paid conditional on the share premium account

of the Company being credited as a result of the public share issue 208,000 –

Pro forma issued share capital at 31 December 1998 210,000 200

New issue on public listing 70,000 7,000

Capitalisation of the share premium account as set out above – 20,800

Share capital as at 31 December 1999 280,000 28,000

Subsequent to the balance sheet date, on 10 January 2000, the Company entered into a placing and subscription

agreement with Clear Goal Holding Limited (“Clear Goal”), which was the Company’s then ultimate holding company, and

an independent placing agent. According to this agreement, Clear Goal agreed to place 56,000,000 existing ordinary

shares of HK$0.10 each in the share capital of the Company at a price of HK$2.90 per share to the independent placing

agent, and thereafter subscribed for 42,000,000 new shares of HK$0.10 each in the Company also at a price of HK$2.90

per share. The placing and the subscription of the new shares were completed on 13 January 2000 and 24 January 2000,

respectively. The net proceeds of the new issue of approximately HK$120 million were partly used for the expansion of

the Group’s e-commerce business, Internet business and were partly used as additional working capital.

Share options

Under the terms of the share option scheme (the “Scheme”) adopted by the Company on 12 June 1999, conditional upon

the listing of the Company’s shares, the directors of the Company are authorised, on or before 11 June 2009, at their

discretion, to invite any employee, including any executive director of the Company or any of its subsidiaries, to take up

options to subscribe for shares of the Company. The subscription price will be the higher of 80% of the average of the

closing price of the shares on the Stock Exchange for the five trading days immediately preceding the date of the offer of

grant of the option and the nominal value of the shares. The maximum number of shares in respect of which options may

be granted under the Scheme may not exceed, in nominal amount, 10% of the issued share capital of the Company from

time-to-time which have been duly allotted and issued. The Scheme became effective upon the listing of the Company’s

shares on 6 July 1999.

Up to the balance sheet date, no share options had been granted under the Scheme. Options granted under the above

Scheme subsequent to the balance sheet date were disclosed in note 28 to the financial statements.
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24. Reserves

Group
Share

premium Contributed Goodwill Retained

account surplus reserve profits Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 1998 – – – 17,349 17,349

Arising on reorganisation – (19 ) – – (19 )

Retained profit for the year – – – 10,979 10,979

At 31 December 1998 and 1 January 1999 – (19 ) – 28,328 28,309

Issue of shares (note 23) 82,600 – – – 82,600

Capitalisation issue of shares (note 23) (20,800 ) – – – (20,800 )

Share issue expenses (18,242 ) – – – (18,242 )

Arising from acquisition of additional

equity interest in a subsidiary – – (602 ) – (602 )

Retained profit for the year – – – 21,342 21,342

At 31 December 1999 43,558 (19 ) (602 ) 49,670 92,607

Company

Share

premium Contributed Retained

account surplus profits Total

HK$’000 HK$’000 HK$’000 HK$’000

Arising on acquisition of TVHHL (note 23) – 39,531 – 39,531

Applied in payment of 1,000,000 shares

allotted nil paid on incorporation (note 23) – (100) – (100)

Issue of shares (note 23) 82,600 – – 82,600

Capitalisation issue of shares (note 23) (20,800) – – (20,800)

Share issue expenses (18,242) – – (18,242)

Net profit for the period – – 14,001 14,001

Dividends – – (12,936) (12,936)

At 31 December 1999 43,558 39,431 1,065 84,054

The contributed surplus of the Group represents the difference between the nominal value of the share capital of the

subsidiaries acquired pursuant to the Group reorganisation set out in note 1 to the financial statements over the nominal

value of the share capital of the Company issued in exchange therefor.

The contributed surplus of the Company represents the excess of the then combined net assets value of the subsidiaries

acquired pursuant to the same reorganisation over the nominal value of the Company’s shares issued in exchange

therefor. Under the Companies Act 1981 of Bermuda, the Company may make distributions to its members out of

contributed surplus under certain circumstances.
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25. Notes to consolidated cash flow statement

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

Group

1999 1998

HK$’000 HK$’000

Profit from operating activities 43,841 28,223

Interest income (3,408) (470)

Depreciation 2,497 4,351

Amortisation of deferred development costs 1,316 1,160

Loss/(gain) on disposal of fixed assets, net (153) 136

Deficit on revaluation of leasehold land and building 95 –

Decrease/(increase) in inventories 7,132 (870)

Increase in accounts receivable (90,872) (36,321)

Decrease/(increase) in bills receivable 48,760 (54,174)

Decrease/(increase) in prepayments, deposits and other receivables (3,454) 2,526

Increase/(decrease) in accounts and bills payable (12,190) 18,866

Increase in trust receipt loans with original maturity more than three months 3,978 –

Increase/(decrease) in accrued and other liabilities (22,784) 40,105

Increase/(decrease) in amounts due to minority shareholders 13,918 (5,205 )

Increase in amounts due to related companies 11,315 –

Net cash outflow from operating activities (9) (1,673 )
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25. Notes to consolidated cash flow statement (continued)

(b) Analysis of changes in financing of the Group during the year

Share

capital Due

and to/(from) Finance Pledged

share a related Bank lease time Minority

premium company loans payables deposits interests

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 1998 200 (8,215) 1,840 1,457 – 514

Cash inflow/(outflow) from

financing activities, net – 34,664 (1,840) (940 ) (17,476) –

Inception of finance lease contracts – – – 657 – –

Share of profit for the year – – – – – 30

At 31 December 1998 and

1 January 1999 200 26,449 – 1,174 (17,476) 544

Cash inflow/(outflow) from

financing activities, net 71,358 (26,449) – (1,215) (8,419) –

Inception of a finance lease contract – – – 1,350 – –

Share of profit for the year – – – – – 1,922

Acquisition of additional

equity interest in a subsidiary – – – – – (308)

At 31 December 1999 71,558 – – 1,309 (25,895) 2,158

(c) Major non-cash transactions

(i) The reorganisation of the Group in preparation for the public listing of the Company’s shares involved the

acquisition of the entire issued share capital of TVHHL by the issue of shares of the Company, further details of

which are set out in notes 1 and 23 to the financial statements.

(ii) During the year, the Group entered into a finance lease arrangement in respect of fixed asset with a total

capital value at the inception of the lease of HK$1,350,000  (1998: HK$657,000).
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26. Operating lease commitments

At 31 December 1999, the Group had commitments under non-cancellable operating leases to make payments in the

following year as follows:

Group

1999 1998

HK$’000 HK$’000

Land and buildings expiring:

Within one year 1,395 1,384

In the second to fifth years, inclusive 905 3,860

2,300 5,244

The Company had no commitments at the balance sheet date (1998: Nil).

27. Contingent liabilities

Company

1999 1998

HK$’000 HK$’000

Guarantees given to banks in connection with

facilities granted to certain subsidiaries 21,673 –

The Group had no material contingent liabilities at the balance sheet date (1998: Nil).

28. Post balance sheet events

(a) Pursuant to a placing and subscription agreement dated 10 January 2000, a total number of 42,000,000 ordinary

shares of HK$0.10 each of the Company were issued. Further details of which are set out  in note 23 to the financial

statements.

(b) On 21 January 2000, a total of 5,600,000 share options were granted to one of the executive directors and certain

employees of the Group under the Company’s share option scheme as disclosed in note 23 to the financial

statements. The options are exercisable at an initial subscription price of HK$2.532 per share (subject to

adjustment) at any time commencing from 21 January 2001 to 20 January 2010 provided that the maximum

number of share options each person entitles to subscribe for shall not exceed (a) 30% of the total number of share

options granted thereto up to and including 20 January 2002; and (b) 70% of the total number of share options

granted thereto up to and including 20 January 2003.
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29. Ultimate holding company

In the opinion of the directors, the ultimate holding company of the Company at the balance sheet date was Clear Goal.

Following the completion of the placing and subscription agreement, Clear Goal’s shareholding in the Company was

reduced from 51% to 40%. Accordingly, the Company ceased to have an ultimate holding company from 13 January

2000.

30. Comparative amounts

As further explained in note 3 to the financial statements, due to the adoption of new and revised HKSSAPs during the

current year, the presentation of the profit and loss account, the balance sheets and certain supporting notes have been

revised to comply with the new requirements. Accordingly, certain previously published financial information in the

Company’s prospectus has been reclassified to conform with the current year’s presentation.

31. Approval of the financial statements

The financial statements were approved by the board of directors on 27 May 2000.
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