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ARTEL SOLUTIONS GROUP HOLDINGS LIMITED
ZEEEEZRER2 A

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 931)

CHANGE OF QUALIFIED ACCOUNTANT

The board of directors (the “Board”) of Artel Solutions Group Holdings Limited (the
“Company”) announces that Ms. Chan Wai Ling (“Ms. Chan”) has resigned as the qualified
accountant of the Company with effect from 1 August 2005 and that Mr. Sze Lin Tang
(“Mr. Sze”) was appointed as the qualified accountant of the Company to take up the vacancy
left by Ms. Chan on the same day. Ms. Chan has confirmed to the Board that there is no
disagreement with the Board and that there are no matters that need to be brought to the
attention of the Board and the shareholders of the Company.

Mr. Sze, aged 34, is a member of Hong Kong Institute of Certified Public Accountants and
Association of Chartered Certified Accountants. Mr. Sze has over 12 years experience in the
accountancy field.

The Board wishes to take this opportunity to express its gratitude to Ms. Chan for her
contributions to the Company during her term of service and its warmest welcome to Mr. Sze
to join the Company.

By order of the Board
Artel Solutions Group Holdings Limited
Yu Pen Hung

Chairman
Hong Kong, 2 August 2005

As at the date of this announcement, the Board comprises Mr. Yu Pen Hung and Mr. Yen
Chung Chuan being the executive directors, Dr. Liu James Juh, Ms. Hu Gin Ing and Mr. Yim
Hing Wah being the independent non-executive directors.

*  For identification purpose only

Please also refer to the published version of this announcement in The Standard.
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Artel Solutions Group Holdings Limited — Announcement
2 August 2005

Artel Group - ‘% ;




Artel Group
% B £ B
ARTEL SOLUTIONS GROUP HOLDINGS LIMITED
rEEEBERABR QA
(1 B B Bf B 3 M 37 2 4 R 2 7
(B 42X 5% 1 931)

EREERSEM

FREEZERARAR (RAQ8]) 2ESE ([EEF]) EUEMBRER /N (TBR/
B EMALAAREALFRAZEERGFM—R- B - FFAFENA - HBER-F
FEER A ([HEEE)) HBEAARAZGEREF A LOEBBE/NMERF B BHEE
ZEGC-BRANMICHEDNBERESEEASEATERARBTT AL ARRERZ
HBEHE-

Wisrk 34 ARG I A GG LA REBHARHTAGYE L
U E BRI T - R

FEoHENROEH/MEEAHMAESAARZERERSE W B A MAA
NGIE
TR B
CZEEEERERQF
BERE
FE

HEH 0 _FEFEHFE/NHA_H

WARNE AL EEGOFEAITEFNF AL EERBTNELE BULHFBTEFRLE
T E L L R EESLLE-

* (E A

ERESHALMREEEBEIHNRE -

FEEBERARAT — Ak
ZEFERAFNHAZH




¢ Investor
Investment Service Centre
Listed Companies Information

ARTEL GROUP<00931> - Unusual price & volume movements

The Stock Exchange has received a message from Artel Solutions Group
Holdings Limited which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted today's decrease in the price and increase in the trading
volume of the shares of the Company and wish to state that we are not
aware of any reasons for such movements.

We also confirm that there are no negotiations or agreements relating to
intended acguisitions or realisations which are discloseable under rule
13.23 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the "Listing Rules"), neither is the board
of the Company aware of any matter discloseable under the general
obligation imposed by rule 13.09 of the Listing Rules, which is or may be
of a price-sensitive nature.

Made by the order of the board of directors of Artel Solutions Group
Holdings Limited, the directors of which individually and jointly accept
responsibility for the accuracy of this statement.

As at the date of this statement, the board of directors of the Company
comprises Mr. Yu Pen Hung and Mr. Yen Chung Chuan as executive directors,

Dr. Liu James Juh, Ms. Hu Gin Ing and Mr. Yim Hing Wah as independent non
-executive directors.

For and on behalf of
Artel Solutions Group Holdings Limited

Name: Li Chi Chung
Position: Company Secretary

28 June 2005"

http://www.hkex.com.hk/listedco/listconews/sehk/20050628/1.TN20050628116. HTM 2005/8/11
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ARTEL GROUP<00931> - Unusual price & volume movements

The Stock Exchange has received a message from Artel Solutions Group
Holdings Limited which is reproduced as follows:-

"This statement is made at the request of The Stock Exchange of Hong Kong
Limited.

We have noted today's decrease in the price and increase in the trading
volume of the shares of the Company and wish to state that we are not
aware of any reasons for such movements.

We also confirm that there are no negotiations or agreements relating to
intended acgquisitions or realisations which are discloseable under rule
13.23 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited {(the "Listing Rules”), neither is the board
of the Company aware of any matter discloseable under the general
obligation imposed by rule 13.09 of the Listing Rules, which is or may be
of a price-sensitive nature.

Made by the crder of the board of directors of Artel Sclutions Group
Holdings Limited, the directors of which individually and jointly accept
responsibility for the accuracy of this statement.

As at the date of this statement, the board of directors of the Company
comprises Mr. Yu Pen Hung and Mr. Yen Chung Chuan as executive directors,
Dr. Liu James Juh, Ms. Hu Gin Ing and Mr. Yim Hing Wah as independent non
-executive directors.

Yours faithfully,
For and on behalf of
Artel Sclutions Group Holdings Limited

Name: Yu Pen Hung
Position: Director
6 June 2005 "

http://www.hkex.com.hk/listedco/listconews/sehk/20050606/LTN20050606105. HTM 2005/8/11
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ARTEL SOLUTIONS GROUP HOLDINGS LIMITED
ZEEEERERAT

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 931)

CHANGE OF COMPANY SECRETARY

The board of directors (the “Board”) of Artel Solutions Group Holdings Limited (the
“Company”) hereby announces that Ms. Chan Wai Ling has resigned as company secretary of
the Company with effect from 20 May 2005, and the Board would like to take this opportunity
to express its gratitude to Ms. Chan Wai Ling for her contribution to the Company.

The Board also announces that Mr. Li Chi Chung has been appointed as company secretary of
the Company with effect from 20 May 2005.

By order of the Board
Artel Solutions Group Holdings Limited
Yu Pen Hung

Chairman

Hong Kong, 20 May 2005

As at the date of this announcement, the Board comprises Mr. Yu Pen Hung and Mr. Yen
Chung Chuan being the executive directors, and Dr. Liu James Juh, Ms. Hu Gin Ing and Mr.
Yim Hing Wah being the independent non-executive directors.

*  For identification purpose only

Please also refer to the published version of this announcement in The Standard.

1
ARTEL SOLUTIONS GROUP HOLDINGS LIMITED - Announcement
20 May 2005
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CHAIRMAN'S STATEMENT

On behalf of the board of directors (the “Board”) of Artel Solutions Group Holdings Limited (the “Company” or
"Artel”), | am pleased to present the annual report of the Company and its subsidiaries (the "Group”) for the
year ended 31 December 2004.

THE VISION OF ARTEL GROUP

Artel is committed to serve the genuine need for computing, multimedia, and networking solutions in the
high-tech community. We are dedicated to providing cutting edge solutions - complete, concise, and always
current with reliable services. We commit to help our customers reach their business goals. With this positive
attitude, we invest a great deal of effort in cultivating the new sales channels in 2004. We now have solid
personal computer (“PC") do it yourself ("DIY”) channel, original equipment manufacturer ("OEM”) channel,
consumer electronic (“CE”) channel, I-Café channel, value added reseller ("VAR")} networking channel and
online channel to boost our growth for the year 2005.

THE VALUES OF ARTEL GROUP

Artel’s core values are integrity, customer satisfaction, supply chain partnership and dedication to excellence.
These values motivate our employees and management team. Also, we incorporate them in evaluating our
operations, our planning, our decision making and our vision for the future.

BUSINESS REVIEW

2004 was a challenging year for the Group to expand our marketing scope from a hardware distributor to a
high tech solution provider. At the beginning of the year, we targeted to cultivate new channels for increasing
our gross profit margin. The Group's gross profit margin increased from 4% to 5% mainly lifted by the 22%
gross profit of our integrated e-enabling solutions as approximately HK$21.9 million and 12% gross profit of
our thin film transistor liquid crystal display ("LCD") group as approximately HK$28.6 million. After diversifying
our product line to fulfill the new channel’s needs, the major source of income is composed of 74% Intel
Semiconductor Limited (“Intel”) central processing unit (“CPU”) and chipset products, 6% e-enabling network
solutions, 13% LCD products and 7% Intel motherboard. Because we developed new channel, it caused an
impact of approximately HK$488 million drop in revenue for intel CPU business alone. Further, we discontinued
several slow moving networking specialty items from our 2003 product line, which brought about the rest of
the approximately HK$56 million drop in revenue. For the year 2004, the Group achieved a turnover of
approximately HK$1,659 million, against approximately HK$2,203 million recorded last year. The net profit
after tax was approximately HK$33.2 million, as compared with approximately HK$50.3 million in 2003. The
Group was able to maintain the net profit margin, with only a slight change from 2.3% to 2.0% in 2004.
Nevertheless, we had significant revenue increases in certain categories year over year. Motherboard revenue
increased 15%, e-enabling solutions was up 22% and LCD products was up 25%. The most exciting
accomplishment in 2004 was the revenue of approximately HK$38 million of design-in LCD panel to our CEM
customers and approximately HK$25 million of design-in television (“TV") panel to Chinese TV factories.
These improvements make all the hard work in channel development worthwhile.

ANNUAL REPORT 2004
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CHAIRMAN'S STATEMENT

The highlight of 2004 for Artel was winning over 40% market share in the People Republic of China (“PRC") as
the No.1 Intel Box motherboard based on our efficient channel management and customer satisfaction. Also,
we successfully entered the CE & OEM market by carrying LCD TV and monitor Panel. We have developed over
60 OEM customers in the PRC. Lastly, We have established 14 LCD monitor and service centers in the PRC.

PROSPECTS

Market trend

Multimedia Internet through wireless and mobility access is a global trend. According to PC magazine 12.1.
2005 edition, the PRC is about to become a huge player in flat-screen TVs, cell phones, and more. They will
continue to steamroll the competition in CE since the country has already taken over the manufacture of
digital vasatile disc (“DVD") players and tube TVs.The global demand of LCD monitor in 2004 was approximately
69 million units. The forecast growth for 2005 is approximately 97 million units, 2006 is approximately 117
million units, 2007 is approximately 128 million units, and 2008 is approximately 143 million units. The global
demand of LCD TV in 2004 was approximately 9 million units. The forecast growth for 2005 is approximately
16 million units, 2006 is approximately 27 million units, and 2007 is approximately 34 million units. The Group
foresees a strong economic growth in the PRC and is keen to identify business opportunities to grow in this
market. In the long run, we will benefit from the synergy that will be generated from the combination of the
vertical and horizontal segments. Both Digital Home Solution and Digital Enterprise Solution that Intel is
promoting are portals for us to penetrate into the huge PRC market. It is expected that these new concepts
will be able to fortify our market share in distribution of computer components, and will provide Artel with a
new direction to enlarge our solutions business.

Major products development

Distribution business

Distribution of Intel products:

- Principal products include CPU, motherboard, wireless and networking products.
- Major market segments include DIY channel and PC retailers.

Distribution of LCD products:

- Principal products include various sizes of monitor and TV.

- Major market segments include PC retailers and CE retailers.

ANNUAL REPORT 2004




CHAIRMAN'S STATEMENT

Solution business

Solution for CE & OEM Makers:

- Principal products include chipset, IC (Integrated Circuit) or board level products, monitor panel, and
TV panel.

- Major market segments include LCD monitor maker, LCD TV maker, DVD maker, and motherboard
maker.

Solution for Digital Home: The concept of 5C value = Control + Convenience + Community + Customization +
Content to link digital home appliances and PC with Internet accessibility.

- Principal products include CPU, motherboard, TV tuner, PVR (Personal Digital Video Recorder), DMA
(Digital Media Adapter), TV encorder for desktop or notebook to link with TV, media center with remote
control features, and digital TV related products.

- Major market segmehts include VAR and Sl (System Integrator).

Solution for Digital Enterprise: e-enabling solution provides mobility to users through wireless device for
Internet access anywhere and anytime.

- Principal products include CPU, motherboard, monitor, various networking devices such as PRO/wireless
network connection, mobile adapter and other connectivity products.

- Major market segments include institutions such as government, education, healthcare, finance,
telecommunication and business enterprise.

Solution for customer service:

- Principal products include after sales services such as repair, exchange and technical support for
monitors.

- Major geographical market segments include Beijing, Shanghai, Shenzhen, Guangzhou, Chengdu,
Chongqing, Xian, Kunming, Wuhan, Nanjing, Guiyang, Fuzhou, Hangzhou, Zhengzhou, Shenyang,
Haerbin, and Urumgi. We plan to expand our service centers into a nationwide consumer electronic
service system.

ANNUAL REPORT 2004
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CHAIRMAN'S STATEMENT

Adjusting to the multimedia Internet world

The Internet is a global web of networks to connect people to business and people. It becomes a common
communication channel as telephone and even more sophisticated. The stream line video, MP3 (MPEG Layer
3) music, X-box games, VolIP (Voice Over Internet Protocol), and other forms of visual, audio, text, graphic
information reach every corner of the world through the giant Internet highway. The number of Internet
users is continuously growing in a rapid speed. This provides a booming opportunity for Artel to expand our
business in the high-tech community.

In conclusion, the Group will seize the golden opportunity offer by booming Internet and the PRC economic
growth. In the vertical segment of PC channel, we will continue to grow in CPU and LCD monitor products,
which account for one-third of the cost of a PC's costing. In the horizontal segment of the high tech industry,
we will set foot in the OEM market, multimedia CE market and the e-enabling solutions market. With the
products for distribution and sotutions, we believe the Group will continue to grow with the PRC market.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to take this opportunity to extend my gratitude to all my fellow directors
and staff for their valuable dedication and commitment. t would also like to express my sincere thanks to our
business partners and shareholders for their supports in the past years.

Yu Pen Hung
Chairman

Hong Kong, 22 April 2005
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MANAGEMENT DISCUSSION AND ANALYSIS

OPERATIONS REVIEW

Working against the challenging year of 2004, the Group expanded our marketing scope from a hardware
distributor to a high tech solution provider. The Group managed to achieve a profit after taxation of
approximately HK$33 million for the year 2004, representing a decrease of 34% from HK$50 million of last
year.

During the year under review, the Group’s turnover was approximately HK$1,659 miilion (2003: approximately
HK$2,203 million), representing a decrease of 25%. Turnover from PRC market in 2004 was about 62% (2003:
46%) of total turnover. The increase was mainly due to the Group continues to expand its distribution and
logistic networks in the PRC.

Gross profit margin improved from 4% to 5% when comparing the result from last year, it is contributed by
higher profit margin of LCD monitors and the e-enabling solutions projects. Gross profit was approximately
HK$83 million for the year 2004 (2003: approximately HK$93 million) representing a decrease of 11% over last
year.

Finance costs for 2004 was approximately HK$15 million which is the same as last year. The administrative
expenses slightly increased to approximately HK$31 million from approximately HK$29 miltion of year 2003.

LIQUIDITY, FINANCIAL RESOQURCES AND GEARING

The Group had total cash and bank balances (including pledged bank deposits) of approximately HK$118
million as at 31 December 2004 (2003: approximately HK$148 million). Balance of bank overdrafts and short-
term bank borrowings was approximately HK$387 million as at 31 December 2004 (2003: approximately
HK$324 million). The short-term bank borrowings were applied to finance the purchase of inventory of the
Group.The gearing ratio of the Group as at 31 December 2004 calculated as a ratio of total bank loans to total
assets was 43% (2003: 35%). Net assets were approximately HK$452 million (2003: approximately HK$426
million).

The Group recorded total current asset value of approximately HK$943 million as at 31 December 2004 (2003:
approximately HK$923 million) and total current liability value of approximately HK$485 million (2003:
approximately HK$500 million). The current ratio of the Group, calculated by dividing the total current asset
value by the total current liability value, was 1.9 as at 31 December 2004. It was approximately the same at
last year.

The Group had inventories of approximately HK$361 million as at 31 December 2004 (2003: approximately
HK$332 million) representing an increase of 9% from last year.

The Group recorded another profitable year in 2004 and this contributed to an increase in shareholders’
funds to approximately HK$452 million as at 31 December 2004 (2003: approximately HK$426 million).

ANNUAL REPORT 2004
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MANAGEMENT DISCUSSION AND ANALYSIS

TREASURY POLICIES

The Group's major borrowings are in US dollars and HK dollars. All borrowings are based on LIBOR or Hong
Kong best lending rates. As the Group’s revenues are mainly in US dollars, and major borrowings and payments
are in either US dollars or HK doliars, there is a natural hedge mechanism in place and currency risk exposure
is relatively low. However, the Group has strengthened its treasury management functions and will continue
to manage its currency and interest rate exposures.

PLEDGE OF ASSETS

In accordance with the terms of the distribution agreements entered into between the Group and a major
supplier, the Group has granted the major supplier a security interest in the inventories supplied and in any
proceeds (including accounts receivable) as security for any outstanding amount due by the Group. In addition,
certain bank deposits of the Group were pledged to its bankers to secure certain banking facilities grant to
the Group.

INVESTMENTS

In June 2004, the Group acquired 30% of issued share capital of a well-established logistics company in Hong
Kong at a cash consideration of HK$15 million. The acquisition is expected to bring synergistic effects,
particularly the lower logistics expenses, to the Group.

CONTINGENT LIABILITIES

The Group had no significant contingen‘t liabilities at the balance sheet date.

EMPLOYEES
As at 31 December 2004, the Group had 75 full time employees.

The Group remunerated its employees mainly based on the industry practice, individual’s performance and
experience. Apart from the basic remuneration, discretionary bonus and share option may be granted to
eligible employees by reference to the Group’s performance as well as individual’s performance. Other benefits
include medical and retirement schemes.

AUDIT COMMITTEE

The principal activities of the Audit Committee include the review and supervision of the Group's financial
reporting process and internal controls. The Audit Committee has reviewed the financial statements of the
Group for the year ended 31 December 2004,

The Audit Committee comprises three independent non-executive directors, namely Dr. Liu James Juh, Ms,
Hu Gin Ing and Mr. Yim Hing Wah.

38
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Yu Pen Hung, aged 42, is the founder of the Group and the Chairman and chief executive officer of the
Company. Before founding the Group in 1995, Mr. Yu was engaged in the distribution of computer components
in Taiwan. Mr.Yu has been engaged in the distribution business of computer components for around 15 years
in Taiwan, PRC and Hong Kong. Mr. Yu is responsible for the overall management and strategic planning of
the Group.

Mr. Yen Chung Chuan, aged 48, is an executive director of the Group. Mr.Yen is responsible for the corporate
development and administration of the Group. Mr. Yen holds a bachelor degree in accounting from the Tung
Hai University of Taiwan. Mr.Yen has over 19 years of experience in a number of technology and manufacturing
companies in Taiwan. Mr. Yen joined the Group in February 2003.

Mr. Yu Chi Ming, Frederick, aged 48, was the chief operating officer of the Group who was mainly responsible
for supervising the administration, investment and establishing strategic alliances for the Group. Mr. Yu holds
a bachelor degree in business administration from the Chinese University of Hong Kong and has over 14
years of corporate banking experience and held senior positions in various international banks in Hong Kong.
After leaving the banking field, Mr. Yu had served as the general manager of a system integration company
and a major distributor of international branded networking products in the PRC for 4 years. Mr.Yu joined the
Group in August 2000 and resigned in January 2005.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Liu James Juh, aged 56, is the chairman and chief executive officer of Base Technology Group Inc. Dr. Liu
is one of the international board members of international association of science park headquarter in Malaga,
Spain, one of the listing committee members of the Growth Enterprise Market of the Stock Exchange, one of
the vetting committee members (general support fund) of Innovation and Technology Fund in Hong Kong,

the Chairman of Research Grants Council Cooperation Research Centres Sub-Committee in Hong Kong. Dr.
Liu is also the visiting scholar of Cambridge University, the United Kingdom. Dir. Liu holds a doctor of
philosophy degree from Syracuse University of the United States of America (“U.S.A."). Dr. Liu was appointed
as an independent non-executive director on 1 June 2001.

Ms. Hu Gin Ing, aged 46, is the president of Videoland Inc., a director of etKING Media Technology Ltd. and a
director of GigaMedia Limited. Ms. Hu holds a bachelor degree from National Taiwan University, majoring in
foreign language, a master degree in sciences from Barry University, U.S.A. and a master degree in business
administration from Florida International University, U.S.A.Ms. Hu is a felow member of the American Institute
of Certified Public Accountants in the State of Maryland, U.S.A. and a Certified Public Accountant of the Hong
Kong Institute of Certified Public Accountants. Ms. Hu is also a certified accountant in U.S.A. and has over ten
years of experience in accounting and finance. Ms. Hu was appointed as an independent non-executive

director on 1 June 2001.

9
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr.Yim Hing Wah, aged 41, is an independent non-executive director of Jiangsu Nandasoft Company Limited,
Launch Tech Company Limited and Shenzhen Powerleader Science and Technology Co. Limited, companies
listed on the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited. Mr. Yim is currently the
audit partner of Chan Yim Cheng & Co. Mr. Yim holds a bachelor degree in Accounting from Hong Kong
Polytechnic University and is a Certified Public Accountant (practising) of the Hong Kong Institute of Certified
Public Accountants, Association of Chartered Certified Accountants and Hong Kong Securities Institute. Mr.
Yim has more than 15 years experience in auditing, accounting, taxation, business consulting and financial
management. Mr.Yim was appointed as an independent non-executive director on 27 September 2004.

SENIOR MANAGEMENT

Ms. Chen Lee Shu, aged 46, is the general manager of the Group. Ms. Chen is responsible for the sales and
marketing activities of the Group in Hong Kong. Ms. Chen graduated from Ocean University, Taiwan. Prior to
joining the Group in May 1998, she has over 13 years of experience in sales and marketing of electronic
products.

Ms. Chan Wai Ling aged 48, is the chief financial officer of the Group. Ms. Chan holds a master of business
administration degree from the University of Warwick and is a fellow member of the Assaciation of Chartered
Certified Accountants, a Certified Public Accountant (practising) of the Hong Kong Institute of Certified Public
Accountants, a member of the Hong Kong Institute of Company Secretaries, and a member of the {nstitute of
Chartered Secretaries and Administrators. Prior to joining the Group, Ms, Chan held management positions of
chief financial officer and director of several multinational and listed companies in Hong Kong and China.

Mr. Tuan Chia Shang, aged 35, is the general manager of LCD TV Panel Division of the Group. Mr. Tuan holds
an MBA degree from National Cheng Kung University, Taiwan. Mr. Tuan worked with a high technology
company in China in management position prior to joining the Group in March 2000.

Ms. Wu Li Fen, aged 33, is the director of the product marketing division of the Group and is responsible for
product and channel marketing in the PRC. Ms. Wu holds a bachelor degree of foreign language majoring in
Germany from Fu Jen Catholic University, Taiwan. Prior to joining the Group in 1998, Ms. Wu had 4 years of
experience in planning and managing distribution channel.

> ANNUAL REPORT 2004




REPORT OF THE DIRECTORS

The directors of the Company (the “Directors”) present their annual report and the audited financial statements
of the Group for the year ended 31 December 2004.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal activities of its subsidiaries and associates
are set out in notes 31 and 15 respectively to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2004 are set out in the consolidated income
statement on page 20 of the annual report.

An interim dividend of HK0.45 cent per share amounting to HK$7,200,000 was paid to the shareholders
during the year. The directors do not recommend the payment of a dividend and propose that the profit for
the year be retained.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 22 to the financial statements.

PLANT AND EQUIPMENT

Details of movements in the plant and equipment of the Group during the year are set out in note 14 to the
financial statements.

SHARE OPTION SCHEME

Details of share option scheme are set out in note 29 to the financial statements.

As at the date of this report, the total number of securities available for issue under the existing share option
scheme (the “Option Scheme”) is 160,000,000 shares, representing 10% of the issued share capital of the
Company.

At 31 December 2004, the number of shares in respect of which options had been granted and had remained
outstanding under the Option Schemes was 114,095,000, representing 7.1% of the issued shares capital of
the Company at that date.
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REPORT OF THE DIRECTORS

SHARE OPTION SCHEME (continued)

A summary of the movements during the year in the Company's Option Scheme is as follows:

Outstanding Outstanding
at Granted Reallocation at
1 January during during 31 December
2004 the year the year 2004

Executive director
— Mr.Yen Chung Chuan (Note a) - - 2,080,000 2,080,000
Employees 45,370,000 14,300,000 (2,080,000) 57,590,000
Principal buyers (Note b) 12,980,000 30,700,000 - 43,680,000
Suppliers of services 10,745,000 - - 10,745,000
Total 69,095,000 45,000,000 - 114,095,000

Notes:

(a) Mr. Yen Chung Chuan was appointed as an executive director of the Company on 5 February 2004. Prior to the appointment,

Mr.Yen was an employee of one of the subsidiaries of the Company.

(b) Principal buyers are the former employees of the Group.

Details of options granted are as follows:

Closing price

immediately Exercise

before the price

Date of grant Exercise period date of grant per share
HKS HKS$

9 October 2003 10 October 2003 - 28 August 2011 0.38 0.3810
16 November 2004 17 November 2004 - 28 August 2011 0.21 0.2166

The directors do not consider it appropriate to disclose a theoretical value of the Share Options granted
during the year because of the absence of a readily available market value of the Share Options on the shares
of the Company. Accordingly, the directors were unable to arrive at any reasonable assessment of the value
of these Share Options.
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REPORT OF THE DIRECTORS

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The Directors during the year and up to the date of this report were:

Executive Directors:
Mr.Yu Pen Hung

Mr. Yen Chung Chuan {appointed on 5 February 2004)
Ms. Chen Lee Shu (resigned on 5 February 2004)
Mr.Yu Chi Ming, Frederick (resigned on 31 January 2005)

Independent Non-Executive Directors:

Dr. Liu James Juh

Ms. Hu Gin Ing

Mr.Yim Hing Wah (appointed on 27 September 2004)

In accordance with the provisions of the Company’s Articles of Association, Mr.Yim Hing Wah and Ms. Hu Gin
Ing will retire at the forthcoming annual general meeting of the Company (the “AGM”) and, being eligible,
offer themselves for re-election.

Each of the executive Directors has entered into a service agreement with the Company under which they are
to act as executive Directors for an initial term of two years commencing from 1 September 2001 and shall
continue thereafter until terminated by either party giving to the other not less than three calendar months’
notice in writing. All executive Directors may also be entitled to a management bonus provided that the
aggregate amount of the bonuses payable to all the executive Directors for any financial year of the Company
may not exceed 5% of the audited consolidated or combined net profit of the Group after taxation, minority
interests and payment of such bonuses but excluding extraordinary items in respect of that financial year of
the Group.

Each of the independent non-executive directors was appointed in accordance with the Company’s Articles
of Association.

The Company has received from each of the three independent non-executive Directors on annual confirmation
of his independence as required under Rule 3.13 of Chapter 3 of the Rules Governing of the Listing of
Securities on the stock exchange of Hong Kong Limited (the “Listing Rules”) and considers all the these
independent non-executive Directors are independent.

Save as disclosed above, none of the Directors being proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of compensation, other than statutory compensation.
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REPORT OF THE DIRECTORS

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2004, the interests of the Directors and chief executives and their associates in the shares,
underlying shares and debentures of the Company and its associated corporations within the meaning of the
Securities and Futures Ordinance (the “SFO") as recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to the Model Code for Securities Transactions by Directors of Listed
Companies, were as follows:

Long positions
Ordinary shares of HK$0.01 each of the Company

Percentage of

the issued

Number of share capital

Name of director Capacity shares held of the Company
Mr. Yu Pen Hung Held by controlled 1,200,000,000 (note) 75%

corporation

Note: These shares are held by E-Career Investments Limited, a company incorporated in the British Virgin Isfands and wholly owned
by Mr.Yu Pen Hung.

In addition to the above, a Director held interests in the non-voting deferred shares of a wholly-owned
subsidiary of the Company as at 31 December 2004 as follows:

Number of non-voting
Name of subsidiary Name of director deferred shares held

Artel Industries Limited Mr. Yu Pen Hung 6,400,000 shares of HKS$1 each
Other than as disclosed above and certain nominee shares in subsidiaries held by the Directors in trust for
the Group, none of the Directors or chief executives, or their associates, had any relevant interests or short

positions in the shares, underlying shares or debentures of the Company or any of its associated corporations
as at 31 December 2004.
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REPORT OF THE DIRECTORS

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the year was the Company, its holding company or any of its subsidiaries, a party to any
arrangement to enable the Company’s directors or chief executives or their respective spouses or children
under the age of 18 or their associates to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

DIRECTORS' INTERESTS [N CONTRACTS OF SIGNIFICANCE

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

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2004, the register of substantial shareholders maintained by the Company pursuant to
Section 336 of the SFO shows that, in addition to those interests as disclosed above in respect of the Directors,
the following shareholders had notified the Company of relevant interests in 5% or more of the issued share
capital of the Company:

Approximate

Name Number of shares held percentage of holding

E-Career Investments Limited (note) 1,200,000,000 75%

Note: The entire issued share capital of E-Career Investments Limited is beneficially owned by Mr. Yu Pen Hung. Both E-Career
Investments Limited and Mr. Yu Pen Hung are therefore deemed to have the duplicate interests in the 1,200,000,000 shares of
the Company.

Other than as disclosed above, the Company has not been notified of any other relevant interests or short
positions in the issued share capital of the Company as at 31 December 2004,

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers of the Group accounted for about 45% of the turnover of the
Group and the largest customer accounted for about 22% of the total turnover.

The five largest suppliers of the Group in aggregate accounted for about 99% of its purchases for the year.
Purchases from the largest supplier accounted for about 86% of the Group's purchases.
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REPORT OF THE DIRECTORS

MAJOR CUSTOMERS AND SUPPLIERS (continued)

None of the Directors, their respective associates, or any shareholders (which to the knowledge of the Directors
own more than 5% of the Company’s share capital) has any interest in any of the five largest customers and
the five largest suppliers of the Group for the financial year ended 31 December 2004.

All transactions between the Group and its customers were carried out at arm’s length and on normal
commercial terms.

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the Company’s Articles of Association, or the laws of the
Cayman Islands, which would oblige the Company to offer new shares on pro-rata basis to existing
shareholders.

RETIREMENT BENEFITS SCHEME

Details of the retirement benefits schemes maintained by the Group are set out in note 30 to the financial
statements.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the Directors is interested in any business apart from the Group’s business, which competes or is
likely to compete either directly or indirectly with business of the Group.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31 December 2004 with the Code of Best Practice as
set out in Appendix 14 of the Listing Rules on the Stock Exchange. ’

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficiency pubtic float throughout the year ended 31 December 2004.

AUDITORS

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

On behaif of the Board
Yu Pen Hung
Chairman

Hong Kong, 22 April 2005
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REPORT OF THE AUDITORS

Deloitte.
=2

TO THE MEMBERS OF ARTEL SOLUTIONS GROUP HOLDINGS LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 19 to 55 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

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

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

BASIS OF OPINION

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

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

OPINION

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22 April 2005
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CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2004

s b it

2004 2003
NOTES HKS$'000 HKS$’000
Turnover 4 1,658,830 2,202,933
Cost of sales 6 (1,575,828) (2,110,412)
Gross profit 83,002 92,521
Other operating income 7 6,518 13,137
Distribution costs (8,926} (8,690)
Administrative expenses (31,372) (29,199)
Profit from operations 8 49,222 67,769
Finance costs 10 (15,421) (14,940}
Share of results of associates 6 -
Profit before taxation 33,807 52,829
Taxation 11 (585) (2,549)
Net profit for the year 33,222 50,280
Dividend 12 7,200 -
Earnings per share (HK cents) 13
- Basic 2.1 3.1
- Diluted 2.1 3.1
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CONSCLIDATED BALANCE SHEET

AT 31 DECEMBER 2004

2004 2003
NOTES HK$'000 HKS$'000
Non-current assets
Plant and equipment 14 11,353 2,672
Interests in associates 15 14,653 -
26,006 2,672
Current assets
Inventories 18 361,288 331,924
Trade receivables, prepayments and deposits 19 452,473 435,221
Taxation recoverable 10,532 8,408
Pledged bank deposits 25 67,493 65,999
Bank balances and cash 50,753 81,561
942,539 923,113
Current liabilities
Trade payables, sales deposits and accrued charges 20 97,839 175,484
Bank overdrafts and short-term bank borrowings 21 387,487 324,470
485,326 499,954
Net current assets 457,213 423,159
483,219 425,831
Capital and reserves
Share capital 22 16,000 16,000
Reserves 23 435,853 409,831
451,853 425,831
Non-current liabilities
Long-term bank borrowings 21 30,800 -
Deferred taxation 24 566 -
31,366 -
483,219 425,831

The financial statements set out on pages 19 to 55 were approved and authorised for issue by the Board of
Directors on 22 April 2005.

Yu Pen Hung Yen Chung Chuan
DIRECTOR DIRECTOR
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BALANCE SHEET

AT 31 DECEMBER 2004

2004 2003
NOTES HK$’000 HKS$’'000
Non-current asset
Investment in a subsidiary 16 112,569 112,569
Current assets
Other receivables 202 23
Amounts due from subsidiaries 17 138,105 138,000
Bank balances 2 208
138,309 138,231
Current liability
Amount due to a subsidiary 17 71 -
Net current assets 138,238 138,231
250,807 250,800
Capital and reserves
Share capital 22 16,000 16,000
Reserves 23 234,807 234,800
250,807 250,800

Yu Pen Hung Yen Chung Chuan
DIRECTOR DIRECTOR
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FORTHE YEAR ENDED 31 DECEMBER 2004

Share Share Special Accumulated

capital premium reserve profits Total

HK$'000 HK$'000 HK$'000 HKS$'000 HK$’'000

At 1 January 2003 16,000 122,357 9,370 237,424 385,151

2002 final dividend paid - - - (9,600) (9,600)

Net profit for the year - - - 50,280 50,280
At 31 December 2003 and

1 January 2004 16,000 122,357 9,370 278,104 425,831

2004 interim dividend paid - - - (7,200) (7,200)

Net profit for the year - - - 33,222 33,222

At 31 December 2004 16,000 122,357 9,370 304,126 451,853
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CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2004

2004 2003
HK$'000 HK$'000
OPERATING ACTIVITIES
Profit before taxation 33,807 52,829
Adjustments for:
Share of results of associates (6) -
Interest expenses 13,250 1,777
Interest income on bank deposits (787) (1,283)
Unrealised gain on interest rate swap transactions (551) -
Depreciation 2,001 935
Loss (gain) on disposal of plant and equipment 118 (13)
Amortisation of goodwill 353 -
Allowance for doubtful debts 1,512 -
Allowance for inventories 2,491 -
Operating cash flows before movements in working capital 52,188 64,245
{Increase) decrease in inventories (31,855) 300,254
Increase in trade receivables, prepayments and depaosits (26,403) (129,500)
Decrease in trade payables, sales deposits and accrued charges (77,645) (202,171)
Cash (used in) generated from operations (83,715) 32,828
Hong Kong Profits Tax paid (2,143) (6,002)
Interest paid (13,250) (11,777)
NET CASH (USED IN) GENERATED FROM OPERATING ACTIVITIES (99,108) 15,049
INVESTING ACTIVITIES
Acquisition of associates (15,000) -
Proceeds on disposal of plant and equipment - 71
Purchase of plant and equipment (2,610) (947)
Interest received 787 1,283
(Increase in) release of bank deposits pledged (1,494) 54,061
NET CASH (USED IN) GENERATED FROM INVESTING ACTIVITIES (18,317) 54,468
FINANCING ACTIVITIES
Dividends paid (7,200) (9,600)
Repayment of bank borrowings (324,470) {424,630)
New bank borrowings raised 418,019 324,470
NET CASH GENERATED FROM (USED IN) FINANCING ACTIVITIES 86,349 (109,760)
NET DECREASE IN CASH AND CASH EQUIVALENTS (31,076) (40,243)
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 81,561 121,804
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 50,485 81,561
ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS
Bank balances and cash 50,753 81,561
Bank overdrafts (268) -
50,485 81,561
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004 .

T,

GENERAL

The Company is incorporated in the Cayman Islands on 5 December 2000 as an exempted company
with limited liability under the Companies Law (2001 Second Revision) Chapter 22 of the Cayman
Islands. The Company’s ultimate holding company is E-Career Investments Limited, a limited company
incorporated in the British Virgin Islands.

The shares of the Company have been listed on The Stock Exchange of Hong Kong Limited (the "Stock
Exchange”) since 24 October 2001.

The Company is an investment holding company and the principal activities of the Group are the
trading of computer components and the provision of e-enabling solutions and technical services.

POTENTIAL IMPACT ARISING FROM THE RECENTLY ISSUED ACCOUNTING
STANDARDS

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

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

SIGNIFICANT ACCOUNTING POLICIES

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

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and its
subsidiaries made up to 31 December each year.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

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

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

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s balance sheet at cost less any identified
impairment loss.

Interests in associates

The consolidated income statement includes the Group’s share of the post-acquisition results of its
associates for the year. In the consolidated balance sheet, interests in associates are stated at the
Group’s share of the net assets of the associates plus the goodwill (net of amortisation), less any
identified impairment loss.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s
interest in the fair value of the net identifiable assets of the acquired subsidiaries or associates at the
date of acquisition.

Goodwill is capitalised and amortised on a straight-line basis over its useful economic life. Goodwill
arising on the acquisition of associates is included within the carrying amount of the associates. Goodwill

arising on the acquisition of subsidiaries is presented separately in the balance sheet.

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

Agency fee income is recognised when the service is provided.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

3. SIGNIFICANT ACCOQUNTING POLICIES (continued)
Revenue recognition (continued)
Interest income from depaosits is accrued on a time basis, by reference to the principal outstanding and
at the interest rate applicable.

Dividend income from investments is recognised when the shareholders’ rights to receive payment
have been established.

Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the Company. All other leases are classified as operating leases.

Rentals payable under operating leases are charged to income statement on a straight-line basis over
the term of the relevant leases.

Plant and equipment
Plant and equipment are stated at cost less accumulated depreciation and impairment losses.

Depreciation is provided to write off the cost of items of plant and equipment over their estimated
useful lives and after taking into account their estimated residual value, using the straight-line method,
at the rate of 20% per annum.

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

Impairment

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

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

FOR THE YEAR ENDED 31 DECEMBER 2004

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Interest rate swaps

Interest rate swaps of the Group are used for hedging purpose. To qualify as a hedge, the interest rate
swap must effectively reduce the interest rate risk of the underlying asset or liability to which it is
linked and be designated as a hedge at inception of the contract.

Net interest arising from interest rate swaps is accounted for on an accrual basis and are included in
the related category of income and expense in the income statement on the same basis as that arising
from the underlying hedging transactions.

Foreign currencies

Transactions in currencies other than Hong Kong dollars are initially recorded at the rates prevailing on
the dates of the transactions. Monetary assets and liabilities denominated in such currencies are
retranslated at the rates prevailing on the balance sheet date. Gains and losses arising on exchange are
dealt with in the income statement.

On consolidation, the assets and liabilities of the Group’s overseas operations are translated at exchange
rates prevailing on the balance sheet date. Income and expense items are translated at the average
exchange rates for the year. Exchange differences arising, if any, are classified as equity and transferred
to the Group’s translation reserve and are recognised as income or as expense in the year in which the
operation is disposed of.

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

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

FOR THE YEAR ENDED 31 DECEMBER 2004

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

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

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

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

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

Retirement benefits costs

The retirement benefits costs charged to the income statement represent the contributions payable in
respect of the current year to the Group’s defined contribution retirement benefits schemes in Hong
Kong and retirement plans in other jurisdictions for its employees.

4, TURNOVER
Turnover represents the amounts received and receivable for goods sold and services provided to

outside customers, less trade discounts and returns, during the year.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

S.

BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised into two operating divisions as follows:

- Distribution of computer components and information technology products

- Provision of integrated e-enabling solutions

Segment information about these businesses is set out as follows:

For the year ended 31 December 2004:

Distribution
of computer

components Provision of
and information integrated
technology e-enabling
products solutions Consolidated
HK$’000 HKS$'000 HK$'000
TURNOVER
External sales 1,557,798 101,032 1,658,830
RESULT
Segment result 32,866 14,812 47,678
Other operating income 6,518
Unallocated corporate expenses {4,974)
Profit from operations 49,222
Finance costs (15,421)
Share of results of associates 6
Profit before taxation 33,807
Taxation (585)
Net profit for the year 33,222
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

5. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Business segments (continued)

Distribution
of computer

components Provision of
and information integrated
technology e-enabling
products solutions Consolidated
HK$'000 HK$'000 HK$'000
At 31 December 2004:
Assets
Segment assets 814,355 7,737 822,092
Unallocated corporate assets 146,453
Consolidated total assets 968,545
Liabilities
Segment liabilities 86,296 2,746 89,042
Unallocated corporate liabilities 427,650
Consolidated total liabilities 516,692
OTHER INFORMATION
Allowance for doubtful debts 3 1,509 1,512
Allowance for inventories 830 1,661 2,491
Capital additions 10,800 - 10,800
Depreciation 1,982 19 2,001
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2004

50

BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Business segments (continued)

For the year ended 31 December 2003:

Distribution
of computer

components Provision of
and information integrated
technology e-enabling
products solutions Consolidated
HKS$'000 HKS'000 HK$'000
TURNOVER
External sales 2,101,947 100,986 2,202,933
RESULT
Segment result 43,575 14,321 57,896
Other operating income 13,137
Unallocated corporate expenses (3,264)
Profit from operations 67,769
Finance costs (14,940)
Profit before taxation 52,829
Taxation (2,549)
Net profit for the year 50,280
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

5. BUSINESS AND GEOGRAPKHICAL SEGMENTS (continued)

Business segments (continued)

Distribution
of computer
components Provision of

and information integrated
technology e-enabling
products solutions Consolidated
HKS$'000 HK$'000 HK$'000
At 31 December 2003:
Assets
Segment assets 740,233 25,764 765,997
Unallocated corporate assets 159,788
Consolidated total assets 925,785
Liabilities
Segment liabilities 165,671 4,514 170,185
Unallocated corporate liabilities 329,769
Consolidated total liabilities 499,954
OTHER INFORMATION
Capital additions 947 - 947
Depreciation 926 9 935
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FORTHE YEAR ENDED 31 DECEMBER 2004

5.

BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Geographical segments

The Group's operations are substantially located in Hong Kong and the People’s Republic of China (the

“PRC") throughout the year. An analysis of the Group’s sales by geographical market is set out as

follows:

2004 2003
HK$'000 HK$'000
Turnover by geographical market:
PRC 1,023,654 1,020,999
Hong Kong 635,176 1,181,934
1,658,830 2,202,933
Contribution to gross profit by geographical market:
PRC 57,107 52,374
Hong Kong 25,895 40,147
83,002 92,521
Carrying amount of segment assets analysed by location of assets:
PRC 549,427 485,740
Hong Kong 419,118 440,045
968,545 925,785
Additions to plant and equipment analysed by location of assets:
PRC - _
Hong Kong 10,800 947
10,800 947
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FOR THE YEAR ENDED 31 DECEMBER 2004

6. COST OF SALES

2004 2003
HK$'000 HK$’000

Cost of sales comprises:
Cost of goods sold 1,656,527 2,196,802
Rebates (80,699) {86,390)
1,575,828 2,110,412

7. OTHER OPERATING INCOME

2004 2003
HK$’000 HK$"000
Agency fee income - 9,800
Gain on disposal of plant and equipment - 13
Interest income on bank deposits 787 1,283
Promotional services income 3,256 1,317
Unrealised gain on interest rate swap transactions 551 ~
Sundry income 1,924 724
6,518 13,137
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FOR THE YEAR ENDED 31 DECEMBER 2004

8. PROFIT FROM OPERATIONS

Profit from operations has been arrived at after charging and (crediting):

2004 2003
HK$'000 HKS$'000
Allowance for doubtful debts 1,512 -
Allowance for inventories 2,491 -
Amortisation of goodwill 353 -
Auditors’ remuneration 800 730
Depreciation of plant and equipment 2,001 935
Loss (gain) on disposal of plant and equipment 118 (13)
Operating lease rentals in respect of rented premises 5,115 3,905
Staff costs:
Directors' remuneration
- fees 511 480
- other emoluments 4,905 6,125
- retirement benefit scheme contributions 25 35
5,441 6,640
Staff costs exctuding directors’ remuneration 12,851 15,135
Retirement benefit scheme contributions, excluding
amounts included in directors’ remuneration 181 273
13,032 15,408
Total staff costs 18,473 22,048
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FOR THE YEAR ENDED 31 DECEMBER 2004

9. DIRECTORS’ AND EWMIPLOYEES' EMOLUWMENTS

Directors’ emoluments:

2004 2003
HK$'000 HK$'000
Fees:

Executive directors - -
Independent non-executive directors 511 480
511 480

Other emoluments (executive directors):
Salaries and other benefits (note) 4,905 6,125
Bonus - -
Retirement benefit scheme contributions 25 35
4,930 6,160
Total emoluments 5,441 6,640

Note: The directors’salaries and other benefits include the operating lease rentals amounting to HK$840,000 (2003: HK$800,000)
in respect of rented premises provided to a director. The amounts are also included in the operating lease rentals in

respect of rented premises under note 8 above.
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FOR THE YEAR ENDED 31 DECEMBER 2004

9. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS (continued)

The emoluments of directors were within the following bands:

Number of directors

2004 2003

Nil to HK$1,000,000 4 2
HK$1,000,001 to HK$1,500,000 1 1
HK$1,500,001 to HK$2,000,000 ~ 1
HK$2,000,001 to HK$2,500,000 1 -
HK$2,500,001 to HK$3,000,000 - 1
6 5

Employees’ emoluments:

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

2004 2003

HK$'000 HK$'000

Salaries and other benefits 1,807 1,942
Retirement benefit scheme contributions - 20 19
1,827 1,961

The emoluments of the remaining two (2003: two) highest paid individuals are within the following

bands:
Number of employees
2004 2003
Nil to HKS$ 1,000,000 2 2
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FOR THE YEAR ENDED 31 DECEMBER 2004

10. FINANCE COSTS

2004 2003
HK$’000 HK$'000
Interest on bank overdrafts and short-term bank
borrowings wholly repayable within five years 13,250 11,777
Bank charges 2,171 3,163
15,421 14,940
17. TAXATION

2004 2003
HKS$'000 HK$'000

The charge comprises:

Hong Kong Profits Tax:
Current year - 2,314
Underprovision in previous years 19 235
Deferred tax (Note 24) 566 -
Taxation attributable to the Company and its subsidiaries 585 2,549

Hong Kong Profits Tax is calculated at 17.5% (2003: 17.5%) of the estimated assessable profit for the

year.

No provision for taxation has been made in respect of the Company's subsidiaries operating in other

jurisdictions as they did not have assessable profits for both years.
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FOR THE YEAR ENDED 31 DECEMBER 2004

11.

12.

TAXATION (continued)

The charge for the year can be reconciled to the profit per the consolidated income statement as

follows:

2004 2003
HK$’000 HK$ 000

Profit before taxation 33,807 52,829
Tax at Hong Kong Profits Tax rate of 17.5% (2003:17.5%) 5,916 9,245
Tax effect of non-deductible expenses 78 88
Tax effect of exempted offshore profits (6,507) {7,450)
Tax effect of non-taxable income (132) (40)
Tax effect of utilisation of tax losses not previously recognised (50) -
Tax effect of tax losses not recognised 1,048 368
Tax effect of deductible temporary difference not previously recognised 201 -
Underprovision in previous years 19 235
Effect of different tax rates of subsidiaries operating in other jurisdictions 7 15
Others 5 88
Tax charge for the year 585 2,549
DIVIDEND

2004 2003

HK$’000 HK$’000

Interim dividend 7,200 -
Final dividend proposed - -

7,200 -
Notes:
(a) An interim dividend at HK0.45 cent per share was paid during the year. The directors do not recommend the payment

of a final dividend.

(b) In respect of the year ended 31 December 2003, no dividend had been paid or declared by the Company.
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FORTHE YEAR ENDED 31 DECEMBER 2004

13. EARNINGS PER SHARE
The calculation of the basic earnings per share for the year is based on the net profit for the year of
HK$33,222,000 (2003: HK$50,280,000) and on 1,600,000,000 (2003: 1,600,000,000) shares in issue.

The calculation of the diluted earnings per share is based on the net profit for the year of HK$33,222,000
(2003: HK$50,280,000) and on the weighted average of 1,600,048,792 (2003: 1,602,729,443) shares in
issue and issuable on the assumption that the outstanding options are exercised on the date on which
they are granted.

14. PLANT AND EQUIPMENT

Furniture,
fixtures and Motor
equipment vehicles Total
HKS$’000 HKS$'000 HKS$'000

THE GROUP
COST
At 1 January 2004 2,947 2,364 5,311
Additions 10,800 - 10,800
Disposals (322) - (322)
At 31 December 2004 13,425 2,364 15,789
DEPRECIATION
At 1 January 2004 1,567 1,072 2,639
Provided for the year 1,528 473 2,001
Eliminated on disposals (204) - (204)
At 31 December 2004 2,891 1,545 4,436
NET BOOK VALUES ‘
At 31 December 2004 10,534 819 11,353
At 31 December 2003 1,380 1,292 2,672

The Company did not have any plant and equipment during the year and at the balance sheet date.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

15.

INTERESTS IN ASSOCIATES

THE GROUP
2004 2003
HK$'000 HK$'000
Share of net assets 885 -
Goodwill of associates 13,768 -
14,653 -
Details of the Group's associates as at 31 December 2004 are as follows:
Principal Attributable
Place of place equity interest
Name of associate incorporation of operation held by the Group Principal activities
Jet Fidelity Holdings British Virgin Hong Kong 30% Investment holding
Company Limited fslands
Jet Fidelity Limited Hong Kong Hong Kong 30% Provision of logistics
and warehouse
management
services
Synergrator Logistics Hong Kong Hong Kong 30% Provision of logistics
(HK) Limited and warehouse
management
services
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FOR THE YEAR ENDED 51 DECEMBER 2004

15, INTERESTS IN ASSQCIATES (continued)

Details of the goodwill of associates are as follows:

THE GROUP
HK$'000
COST
Arising on acquisition of associates during the year 14,121
AMORTISATION
Charge for the year 353
NET BOOK VALUE
At 31 December 2004 13,768

Goodwill is amortised over 20 years.

16. INVESTMENT IN A SUBSIDIARY
THE COMPANY
2004 & 2003
HK$'000

Unlisted shares 112,569

The carrying value of the unlisted shares is based on the fair values of the underlying net assets of the
subsidiaries at the time they became members of the Group under the group reorganisation of the

Group in August 2001.
Particulars of the Company’s subsidiaries at 31 December 2004 are set out in note 31.

17. AMOUNTS DUE FROM/TO SUBSIRIARIES

The amounts are unsecured and interest-free. They are repayable within one year or on demand.
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FOR THE YEAR ENDED 31 DECEMBER 2004

8.

19.

INVENTORIES

Finished goods

THE GROUP

2004 2003
HK$’000 HK$'000
361,288 331,924

Inventories of HK$6,390,000 (2003: nil) are carried at net realisable value at the balance sheet date.

TRADE RECEIVABLES, PREPAYMENTS AND DEPOSITS

The credit terms of the Group range from 30 to 180 days. The aged analysis of trade receivables at the

reporting date is as follows:

THE GROUP

2004 2003
HK$'000 HKS'000

Aged:
0 to 30 days 114,548 119,229
31 to 60 days 62,355 55,403
61 to 90 days 65,310 69,436
91 to 180 days 207,238 177,608
Total trade receivables 449,451 421,676
Prepayments, deposits and other receivables 3,022 13,545
452,473 435,221
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20, TRADE PAYABLES, SALES DEPOSITS AND ACCRUED CHARGES

The aged analysis of trade payables at the reporting date is as follows:

THE GROUP
2004 2003
HK$’000 HK$'000
Aged:
0 to 30 days 88,480 164,441
31 to 60 days - -
61 to 90 days - -
Over 90 days 561 -
Total trade payables 89,041 164,441
Sales deposits 3,483 5,744
Accrued charges 5,315 5,299
97,839 175,484
21. BANK OVERDRAFTS AND BANK BORROWINGS
THE GROUP

2004 2003
HK$’000 HK$'000
Bank overdrafts 268 -
Bank borrowings 418,019 324,470
418,287 324,470

Less: Amount due within one year included under
current liabilities (387,487) (324,470)
Amount due after one year, but not exceeding two years 30,800 -
Secured 350,622 256,067
Unsecured 67,665 68,403
418,287 324,470
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FOR THE YEAR ENDED 31 DECEMBER 2004

22. SHARE CAPITAL

No. of shares HK$'000
Shares of HK$0.01 each
Authorised:
At 1 January 2003, 31 December 2003 and 31 December 2004 10,000,000,000 100,000
Issued and fully paid:
At 1 January 2003, 31 December 2003 and 31 December 2004 1,600,000,000 16,000
23. RESERVES
Share Special Accumulated
premium reserve profits Total
HK$’000 HKS$'000 HK$'000 HK$'000
THE GROUP
A 1 January 2003 122,357 9,370 237,424 369,151
2002 final dividend paid - - (9,600) (9,600)
Net profit for the year - - 50,280 50,280
At 31 December 2003 and
1 January 2004 122,357 9,370 278,104 409,831
2004 interim dividend paid - - (7,200) (7,200)
Net profit for the year - - 33,222 33,222
At 31 December 2004 122,357 9,370 304,126 435,853
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23, RESERVES (continued)

Share Contributed Accumulated

premium reserve profits Total
HK$'000 HK$'000 HK$’'000 HK$'000
THE COMPANY

At 1 January 2003 122,357 112,36%9 67 234,793
2002 final dividend paid - - {9,600) {9,600)
Net profit for the year - - 9,607 9,607

At 31 December 2003 and
1 January 2004 122,357 112,369 74 234,800
2004 interim dividend paid - - (7,200) (7,200)
Net profit for the year - - 7,207 7,207
At 31 December 2004 122,357 112,369 81 234,807

The contributed surplus of the Company represents the difference between the carrying amounts of
the underlying net assets of the subsidiaries at the date on which they were acquired by the Company
and the nominal amount of the Company’s shares issued under the group reorganisation of the Group
in August 2001.

The special reserve of the Group represents the difference between the nominal value of the shares of
the acquired subsidiaries and the nominal value of the Company’s shares issued for the acquisition
under the group reorganisation.

The Company's reserves available for distribution to shareholders as at 31 December 2004 represent
the aggregate of share premium, contributed surplus, accumulated profits of HK$234,807,000 (2003:
HK$234,800,000).
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24, DEFERRED TAXATION

The following are the major deferred tax liability and asset recognised and movements thereon during
the current accounting year:

Accelerated

tax Tax
depreciation foss Total
HK$'000 HK$'000 HK$'000
THE GROUP
Charge (credit) to income statement for
the year and as at 31 December 2004 (Note 11) 1,474 (908) 566

For purpose of the balance sheet presentation, the above deferred tax assets and liabilities were offset.
A deferred tax asset has been recognised for the year ended 31 December 2004 in respect of
HKS$5,191,000 (2003: nil).

At the balance sheet date, the Group had unused tax losses of approximately HK$18,327,000 (2003:
HK$4,546,000) available for offset against future profits. A deferred tax asset has been recognised for
the year ended 31 December 2004 in respect of HK$5,191,000 (2003: nil) of such losses. No deferred tax
asset has been recognised in respect of the remaining tax losses due to the unpredictability of future
profit streams of relevant subsidiaries. The unrecognised tax losses may be carried forward indefinitely
except the losses of HK$2,450,000 (2003: HKS2,170,000) which will expire as follows:

Year of expiry 2004 2003
HK$'000 HK$'000

2005 - 351 351
2006 496 496
2007 707 707
2008 616 616
2009 280 -
2,450 2,170

At the balance sheet date, there were no other significant temporary differences.

47

ANNUAL REPORT 2004




48

ANNUAL REPORT 2004

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

2@0

25,

26,

27

DEFERRED TAXATION (continued)
THE COMPANY
No provision for deferred taxation has been recognised in the financial statements, as the amount

involved is insignificant.

PLEDGE OF ASSETS

In accordance with the terms of the distribution agreement entered into between the Group and a
major supplier, the Group has granted the major supplier a security interest in the inventories supplied
and in any proceeds (including accounts receivable) as security for any outstanding amount due by the
Group. The aggregate amount of relevant assets pledged at the respective balance sheet dates is as

follows:
2004 2003
HK$'000 HKS$'000
Assets pledged 77,748 118,877

In addition, the Group’s bank deposits at the balance sheet date pledged to bankers to secure certain
banking facilities were as follows:

2004 2003
HK$'000 HK$000
Bank deposits pledged 67,493 65,999

MAJOR NON-CASH TRANSACTION

During the year, the Group transferred an amount of HK$8,190,000 (2003: nil) from deposits paid in
respect of an accounting software to plant and equipment.

CONTINGENT LIABILITIES

The Group had no contingent liabilities at the balance sheet date.

The Company had executed guarantees for unlimited amounts in favour of its bankers in respect of
banking facilities granted to its subsidiaries. The total amounts utilised by the subsidiaries as at 31
December 2004 were approximately HK$418,019,000 (2003: HK$324,470,000).




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

28.

29,

OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group had commitments for future minimum lease payments in respect
of land and buildings under non-cancellable operating leases which fall due as follows:

THE GROUP
2004 2003
HK$’000 HK$'000
Within one year 1,706 1,010
In the second to fifth year inclusive 1,593 560
3,299 1,570

Operating lease payments represent rentals payable by the Group for certain of its office premises and
employees’ quarters. Leases are negotiated for an average of 2 years.

The Company had no operating lease commitment at the balance sheet date.

SHARE OPTION SCHEME

The Company's share option scheme (the “Option Scheme”) was adopted pursuant to a resolution
passed on 29 August 2001 for the purpose of recognition of the contribution from directors and eligible
employees of the Group, and will expire in August 2011. Under the Option Scheme, the board of
directors of the Company may grant options to eligible employees, including directors of the Company
and its subsidiaries, to subscribe for shares in the Company.

Subject to the condition that the total number of shares which may be issued upon the exercise of all
outstanding options granted and yet to be exercised under the Option Scheme and any other schemes
of the Company must not exceed 30% of the shares of the Company in issue from time to time, the
total number of shares in respect of which options may be granted under the Option Schemes, when
aggregated with any shares subject to any other schemes is not permitted to exceed 10% of the issued

“share capital of the Company immediately upon the listing of the shares on the Stock Exchange, without

prior approval from the Company’s shareholders. The number of shares in respect of which options
may be granted to any individual in aggregate in any 12-month period is not permitted to exceed 1%
of the shares of the Company in issue, without prior approval from the Company’s shareholders.
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FOR THE YEAR ENDED 3™ DECEMBER 2004

29. SHARE OPTION SCHEMIE (continued)
Options granted must be taken up within 28 days of the date of grant, upon payment of HKS$1 per
option. Options may be exercised at any time from the expiry of 6 months from the date of acceptance
of the share option to such date as determined by the board of directors but in any event not exceeding
10 years. The exercise price is determined by the directors of the Company and will not be less than the
higher of the average closing price of the shares for the five business days immediately preceding the
date of grant or the clasing price of the shares on the date of grant.

As the Rules Governing the Listing of Securities on the Stock Exchange (“the Listing Rules”) relating to
the share option schemes were amended on 1 September 2001, share option can be granted under the
Option Scheme provided that the existing Listing Rules on share option schemes are complied with.

On 30 May 2003, the shareholders of the Company resolved to make certain amendments to the
Option Scheme. Under the amendments, the board of the directors of the Company may grant options
to eligible participants in recognition of their contribution to the Group. Eligible participants are defined
as any full-time or part-time employees of the Group (including any executive, non-executive and
independent non-executive directors of the Company or any of its subsidiaries) and any suppliers,
consultants and distributors of the Group who, in the sole discretion of the board of the directors of
the Company, have contributed or may contribute to the Group. The options granted may be exercised
at any time during a period to be determined and notified by the Board of the Company but in any
event shall not exceed the period of 10 years from a business date immediately after the date of

acceptance.
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FOR THE YEAR ENDED 31 DECEMBER 2004

29. SHARE OPTION SCHEME (continued)

The following table discloses details of the Company’s share options held by a director and employees

and movements in such holdings during the year:

Granted Reallocation
Outstanding at during during Outstanding at
1 January the year theyear 31 December
For the year ended
31 December 2004
Director (Note a) - - 2,080,000 2,080,000
Employees 45,370,000 14,300,000 (2,080,000) 57,590,000
Principal buyers (Note b) 12,980,000 30,700,000 - 43,680,000
58,350,000 45,000,000 - 103,350,000
For the year ended
31 December 2003
Employees - 45,370,000 - 45,370,000
Principal buyers (Note b) - 12,980,000 - 12,980,000
- 58,350,000 - 58,350,000
Notes:
(a) Mr. Yen Chung Chuan was appointed as an executive director of the Company on 5 February 2004. Prior to the

appointment, Mr. Yen was an employee of one of the subsidiaries of the Company.

(b) Principal buyers are the former employees of the Group.
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29,

30.

SHARE OPTION SCHEME (continued)

Details of options granted are as follows:

Exercise

Date of grant Exercise period price per share
HKS

9 October 2003 10 October 2003 - 28 August 2011 0.3810
16 November 2004 17 November 2004 - 28 August 2011 0.2166

Total consideration received during the year from employees for taking up the options amounted to
HKS3 (2003: HK$28).

The fair value of the Company’s share at the date of offer of the above options, being the closing price
of the Company’s shares as stated in the daily quotation sheets issued by The Stock Exchange on the
trading day immediately preceding that day, was HK$0.21 (2003: HK$0.38).

The financial impact of share options granted is not recorded in the Company’s or the Group's balance
sheet until such time as the options are exercised, and no charge is recognised in the income statement
in respect of the value of options granted in the year. Upon the exercise of the share options, the
resulting shares issued are recorded by the Company as additional share capital at the nominal value
of the shares, and the excess of the exercise price per share over the nominal value of the shares is
recorded by the Company in the share premium account. Options which lapse or are cancelled prior to
their exercise date are deleted from the register of outstanding options.

RETIREMENT BENEFITS SCHEMES

The Group operates a defined contribution Mandatory Provident Fund Scheme under the Mandatory
Provident Fund Scheme Ordinance for all qualifying employees in Hong Kong since December 2000.
The assets of the scheme are held separately from those of the Group in funds under the control of
trustees.

The employees of the Group’s subsidiaries in other jurisdictions are members of state-managed
retirement benefit schemes operated by the government of the jurisdictions. The subsidiaries are
required to contribute a specified percentage of their payroll costs to the retirement benefit schemes.
The only obligation of the Group with respect to the retirement benefit schemes is to make the specified

contributions.
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30. RETIREMENT BENEFITS SCHEMES (continued)

The total cost charged to the income statement of HK$197,000 (2003: HK$308,000) represents
contributions payable to the schemes by the Group at rates specified in the rules of the schemes. As at
31 December 2004, contributions of HK$19,000 (2003: HK$26,000) due in respect of the current reporting

year had not been paid to the schemes.

37,

follows:

Name of subsidiary
Advance Great Limited

Ariel International
Technology Co., Limited

KERES(LE)

SHER
EROT"

Artel Computer Solutions
Limited

Artel e-Solutions Limited

PARTICULARS OF SUBSIDIARIES

Particulars of the Company’s subsidiaries, all of which are wholly owned at 31 December 2004 are as

Place of
incorporation
and operation

Hong Kong

Hong Kong

PRC

British Virgin Islands

British Virgin Islands

Issued and
fully paid
share capital/

registered capital

HK$10,000

HKS$10

US$$200,000

US$200,000

Uss110

Attributable
equity

interest held

by the Company

Directly

Indirectly

100%

100%

100%

100%

100%

Principal activities

Trading of computer
components

Trading of networking
equipment

Trading of computer
components and
networking products
and provision of
technical support and
after-sales services

Investment holding

Investment holding
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371. PARTICULARS OF SUBSIDIARIES (continued)

Issued and Attributable
Place of fully paid equity
incorporation share capital/ interest held
Name of subsidiary and operation registered capital by the Company Principal activities

Directly Indirectly

Artel International British Virgin Islands USss 100% - Investment holding
Holdings Limited

Artel Industries Limited Hong Kong Ordinary - - 100% Trading of computer
HKS$2 components and
Deferred - networking equipment
HK$8,000,000* and provision of
integrated e-enabling
solutions
Artel International British Virgin Islands Usst - 100% Inactive
Investments Limited
Artel Macao Commercial Macau MOP1,000,000 - 100% Trading of computer
Offshore Limited components and

networking equipment
and provision of
integrated e-enabling
solutions

ASEP Solutions Limited Hong Kong HKS2 - 100% Provision of e-enabling
solutions and technical

services

Best Hero Limited Hong Kong HK$10,000 - 100% Trading of computer
components
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31. PARTICULARS OF SUBSIDIARIES (cdmﬁnued)

Name of subsidiary

Cyber King Group Limited

Hashan Development
Company, Limited

Yiu Fai Trading Limited

Issued and
Place of fully paid
incorporation share capital/

and operation  registered capital

British Virgin Islands Us$?
Hong Kong HK$100,000
British Virgin Islands US$50,000

Attributable
equity

interest held

by the Company

Directly

Indirectly

100%

100%

100%

Principal activities

Inactive

Assets holding

Investment holding

The deferred shares are not held by the Group and practically carry no right to dividend or to receive notice of or to attend or

vote at any annual general meeting of the subsidiary or to participate in any distribution on winding up.

** This subsidiary is a wholly foreign owned enterprise.

None of the subsidiaries had issued any debt securities at the end of the year.
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FINANCIAL SUMMARY

For the year ended 31 December

2000 2001 2002 2003 2004
HK$’000 HKS$'000 HKS$’'000 HKS$'000 HK$’000

RESULTS

Turnover 978,667 1,415,004 2,122,190 2,202,933 1,658,830
Profit before taxation 95,831 140,287 75,871 52,829 33,807
Taxation (14,883) (23,007) (9,868) (2,549) (585)
Net profit for the year 80,948 117,280 66,003 50,280 33,222
Earnings per share (HK cents)

Basic 6.3 8.7 4.1 3.1 2.1

At 31 December

2000 2001 2002 2003 2004
HK$'000 HKS$'000 HKS$’000 HK$'000 HKS$’000

ASSETS AND LIABILITIES
Total assets 431,923 631,233 1,187,668 925,785 968,545
Total liabilities (308,212) (268,885} (802,517) (499,954) (516,692)
Shareholders’ funds 123,711 362,348 385,151 425,831 451,853

Note:  The financial data for the year ended 31 December 2000 was extracted from the prospectus of the Company dated 12 October
2001.
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the annual general meeting of Artel Solutions Group Holdings Limited (the
“Company”) will be held at Room 315, HITEC, 1 Trademart Drive, Kowloon Bay, Kowloon, Hong Kong on
Friday, 27 May 2005 at 11:00 a.m. to transact the following ordinary business:

1. to receive and consider the audited consolidated financial statements and reports of the directors and
auditors of the Company for the year ended 31 December 2004;

2. to re-elect directors of the Company (the “Directors”) and to authorise the board of Directors to fix the
Directors’ remuneration;

3. to re-appoint auditors and to authorise the board of Directors to fix their remuneration;

4, to, as special business, consider and, if thought fit, passing the following resolution as an ordinary
resolution:
“THAT:

(a) subject to paragraph (c) below, pursuant to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”), the exercise by the Directors
during the Relevant Period (as hereinafter defined) of all the powers of the Company to allot,
issue and deal with unissued Shares 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;
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the approval in paragraph (a) above shall authorise the Directors 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;

the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally
to be allotted (whether pursuant to options or otherwise), issued or dealt with by the Directors
pursuant to the approval in paragraph (a) above, otherwise than pursuant to (i) a Rights Issue (as
hereinafter defined); 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
articles of association 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 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
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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 articles of association of the Company, the Companies Law, Cap 22 (Law
3 of 1961, as consolidated and revised) of the Cayman Islands (the “Companies Law”) or
any other applicable law of the Cayman Islands 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 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 to holders of Shares
on the register on a fixed record date in proportion to their then holdings of Shares (subject to
such exclusion or other arrangements as the Directors 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).”
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5. to, as special business, consider and, if thought fit, passing the following resolution as an ordinary

resolution:

“THAT:

(a)
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the exercise by the Directors of the Company during the Relevant Period (as hereinafter defined)
of all powers of the Company to purchase the Shares on The Stock Exchange of Hong Kong
Limited {the”Stock Exchange”) or any other stock exchange on which the Shares 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 Law and all other applicable laws in this regard,
be and the same is hereby generally and unconditionally approved;

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

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;

(i) the expiration of the period within which the next annual general meeting of the Company
is required by the articles of association of the Company, the Companies Law or any other
applicable law of the Cayman Islands 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.”
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6. “THAT the Directors be and they are hereby authorised to exercise the authority referred to in paragraph
(a) of resolution no. 4 above in respect of the share capital of the Company referred to in sub-paragraph
(bb) of paragraph (c) of such resolution.”

Hong Kong, 28 Aprit 2005
Yours faithfully

For and on behalf of the board of Directors of
Artel Solutions Group Holdings Limited

Yu Pen Hung
Chairman

Registered office: Head office and principal place of
Century Yard business in Hong Kong:
Cricket Square Unit 858, 8th Floor
Hutchins Drive HITEC, 1 Trademart Drive
P.O. Box 2681 GT Kowloon Bay, Kowloon
George Town Hong Kong

Grand Cayman
British West Indies
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Notes:

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 Articles of Association, vote in his stead. A proxy need not be a member of the

Company.

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 branch share registrar
in Hong Kong, Standard Registrars Limited, at Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road,
Wanchai, Hong Kong not less than 48 hours before the time for holding the meeting or adjourned meeting.

In relation to the proposed resolution no. 2 above, Mr. Yim Hing Wah and Ms. Hu Gin Ing will retire from their offices of
Directors at the above meeting pursuant to Article 86(3) and Article 87(1) respectively and, being eligible, Mr. Yim Hing Wah
and Ms. Hu Gin Ing will offer themselves for re-election.

In relation to the proposed resolutions nos. 4 and 6 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 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.

In relation to proposed resolution no. 5 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 &s required by the Listing Rules is set out in Appendix | to the circular in relation to the proposed grant of general
mandates to issue new Shares and repurchase Shares accompanying the annual report.
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