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Proactive’s mission is to provide interactive telecommunications and technology solutions
to enterprises in the Asia Pacific region to enhance business value and customer
satisfaction. Proactive commits to empowering its customers with the ability to absorb
and take advantages of the latest technologies by providing top quality
telecommunications, information technology and computer telephony solutions. It is the
mission of the Company to build on its existing position in the industry to become the

leading Tele-Commerce technology and service provider in the Asia Pacific region.

Proactive is a pioneer in this new market with a solid record in offering cost effective

and scaleable solutions to multinational corporations, carriers and service providers.
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Proactive Technology Holdings Limited (“Proactive”) is
one of the leading technology companies in the Asia
Pacific region, well versed in both telecommunications
and information technologies.

Proactive was founded by a group of experts in
telecommunications and information technology in 1992.
Over the years, Proactive has designed and developed a
wide range of value-added telecommunications and
computer telephony solutions and established longstanding
partnerships with a number of industry leaders such as
Lucent Technologies, Nortel Networks, 3Com,
Intel*Dialogic, Microsoft, Oracle, Nokia, InfoTalk,
Rockwell FirstPoint Contact, Captaris, Cell Communications
and GN Netcom.

Today, the telecommunications solutions developed by
Proactive serve many major fixed and mobile carriers, and
VolP operators in the Asia Pacific region. Its enterprise
computer telephony solutions are deployed by well-known
multinational corporations from a wide spectrum of
industries including banking, finance, utilities, tele-services
operators, call-centre bureau, education, transportation,
government, and etc.

Proactive is committed to provide the industry with world-
class technology and quality services based on its thorough
understanding of its customers’ businesses and their needs.
Its dedication to product research and development is
another key factor contributing to its success.

Firmly rooted in Hong Kong, Proactive has recorded
continuous growth with the establishment in both its
telecommunications and computer telephony sectors from
the local market. It has been pursuing expansion of
business opportunity in the Greater China region. In order
to operate its business in a more efficient manner and
improve after sales services in China, Proactive has
enhanced and consolidated the market position of its two
representative offices in Beijing and Shanghai, furthermore
it has also set up a supporting office in Guangzhou to
provide “One Stop Shop Service” for customers. To
expedite its businesses expansion, Proactive further
strengthened its financial background through securing the
listing on the GEM board of The Stock Exchange of Hong
Kong Limited in May 2000.

Proactive’s mission is to become the leading Tele-
Commerce technology applications and service provider
in the Asia Pacific region. Leveraging the strong foundation
in both telecommunications and on information
technologies that has been built and reinforced over the
years, Proactive will continue to focus on its core business
and explore new high-growth business opportunities in
this ever-changing industry.
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Despite the recent recovery of the economy especially in
the aspects of tourism and retailing, the current market
situation for telecom industry is still very difficult and

sluggish.

During this recent decade, the telecom market is in a
process of dynamic change and conversion, from traditional
monopolized business to a very competitive environment.
Beyond that, the evolvement of the technology opens an
entirely new concept to the industry, from traditional circuit
switching to the ever-existence of IP, turning the means of
communication in a way that the conventional well-
managed and solicited voice network is gradually replaced
by a gigantic network of global acceptance, the Internet.
Until now, the successive domination of IP and widespread
of Internet seem to make the issue more complicated that
various telecom operators are facing an unprecedented
problem, how to compete with a “free” service. However
the universal adoption of IP and Internet also creates vast
amount of problems, ranging from instability, voice quality,
insecurity, etc. Due to such messy and chaotic market
situation, some more opportunities are generated for
developing an integrated quality network with lot of

features and functions.

The Group generated a turnover of approximately
HK$17,515,000. Consolidated net loss recorded
approximately HK$7,248,000. The loss per share was
HK3.1 cents. Net assets of the Group amounted to
HK$10,402,000 which represented the net asset value per
share of HK4.5 cents. No long term borrowings at the
year end date. As at 31 December 2004, cash and bank
deposit stood at approximately HK$9,763,000 or cash per
share of HK4.2 cents.
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1st Quarter

2nd Quarter 3rd Quarter

Year ended
4th Quarter 31 December

2004 2004 2004 2004 2004
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HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TR TR TR TR TR

Turnover BEE 4,290 3,667 4,377 5,181 17,515

Gross Profit £ 2,674 1,874 1,666 1,915 8,129

Gross Profit Margin ERE 62% 51% 38% 37% 46%
Selling and HERTHER

Administration Expenses 3,877 3,758 2,780 5,084 15,499

Net Loss E# 1,354 2,081 1,062 2,751 7,248

LBITDA BRFIE - BB
R &R BB 689 1,437 698 2,784 5,608

Regardless the fact that the Group has suffered from the
unprecedented adverse market situation, we are persistent
to strengthen ourselves by strategically scaling down and
effectively controlling the operation. The present operation
team is in a good shape with high morale that is able to
exploit more fruitful market opportunities. On the other
hand, the Group is reinforcing our technological efforts to
explore on various applications such as the storage and
management of the data networking, which is deemed to
be an essential integral portion for an impeccable network.
The strategy for technology evolvement aims to realize
the valuable business opportunities during this process of

ever-changing dynamic telecom and IT market.

After the establishment of our joint venture company in
Beijing, “Beijing Teletron Systems Integration Company
Limited” (“BJTSI”), in early 2003, | am pleased to announce
that BJTSI has achieved profitability in 2004. We have
started the establishment of the Phase Il of the call center
for Beijing Labor and Social Security Bureau, which
provides public with hotline enquiry services such as social
security, labor relations, wages regulations, etc. Besides,
we are developing the automatic fare collection (“AFC”)
system for Beijing Municipal Administration and
Communication Card Company Limited (“BMACC”) using
in the tourist spot of Badaling Great Wall Park. BMACC
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AFC system allows the tourists to use the One Card (similar
to our HK Octopus) for entry ticket. BMACC plans to
complete the AFC System in seven tourist spots including
the Imperial Palace, the Ming Tombs, Beijing Zoo and the
Temple of Heaven within two years. This is classified as
the project to be completed for upcoming Beijing Olympics
Games in 2008. BJTSI is also forming a technical team for
developing the contactless IC card applications. The Group
will go on endeavoring to thrive the business in Beijing,
especially focusing in capturing enormous business
opportunities generated from the Beijing Olympics Games
in 2008.

The directors do not recommend the payment of a final
dividend for the year ended 31 December 2004 (2003: nil).

Taking this chance, | would like to thank our colleagues
for contributing to the evolution of the business by their
hardworking, flexibility and responsiveness. With such an
energetic and strenuous team, | believe that we are able

to further realize fruitful business opportunities.

Tsang Chi Hin, Vincent

Chairman and Chief Executive Officer

Hong Kong, 18 March 2005
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MANAGEMENT DISCUSS

FINANCIAL REVIEW

Turnover of the Group for the year ended 31 December
2004 was approximately HK$17,515,000 (2003:
HK$30,459,000), which represented a decrease of 42% as

compared with the previous financial year.

Turnover from telecommunication business decreased by
62% to HK$6,961,000 (2003: HK$18,379,000),
representing 40% (2003: 60%) of the Group’s total.
Turnover attributable to our computer telephony business
slightly decreased by 6% to HK$10,544,000 (2003:
HK$11,174,000), accounting for 60%

(2003: 37%) of the Group’s total turnover.

The gross profit for the year under review
was approximately HK$8,129,000 which
was decreased 55% comparing with last
year (2003: HK$18,162,000), while the
gross profit margin was maintained at
46% (2003: 60%).

Operating costs for the year ended 31
December 2004 was approximately
HK$15,479,000 (2003: HK$21,692,000),

representing a 29% decrease.

The audited consolidated loss attributable to shareholders
increased by 49% to approximately HK$7,248,000 (2003:
HK$4,862,000). Loss per share was HK3.1 cents for the
year under review (2003: HK$2.1 cents).

ot .

ION AND ANALYSIS & 1% & 3

k=111
=t
E:1S
\|
/
S

B %% [B] B8
AEBHE_TTNF+_A=T—HILFEH
R ABH17,515,00000 ( ZBT=F : B
30,459,0007C ) ¥ E— B EFE T FE42% °

BEAEBHBZEEBER F—FE T K62%%E %
#6,961,0007C ( ZZFZT=4F : B #%18,379,000
) MEEEBEET 0% ( ZEE=F
60% ) - BISEEER Z EXEFEM T Ho%=
A #10,544,000 ( Z T = F B
11,174,0007C ) ' hEEBEZE
B2 60%( - FTE=4H
37% ) e

KEEZENHRBE
8,129,000 ' th E—FE T &
55% ( Z 2 T =F : B
18,162,000 ) ' A » EF =X
HHER46% ( T = F
60% ) KF o

(=% = NS
21,692,0007T ) ' JBIEA29% ©

BEZN RS IR R FE L BB N49% = B %
7,248,000 ( —ZEZF =F : % 4,862,000
T ) c BREEBEI VBN ( =TT =F : 2158
i) -

Annual Report 2004 %

5



8

MANAGEMENT DISCUSSION AND ANALYSIS
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BUSINESS REVIEW

Hong Kong

During recent years, the telecom
market situation is still very tough
The
competition among various fixed

and sluggish. intense
and mobile service operators makes
their operation in a way of strict cost
controlling and too much price
concerned for system development
and expansion. This brings about
unfavorable and adverse impact to
the Group and the revenue derived from the telecom
market was still in a downturn trend in 2004. It is expected
that the dominated adoption of IP and Internet application
in telecom will cause further negative impact to the fixed
telecom industry. Such an unprecedented adverse market
situation will sustain in future since the problems such as
over-competition and technology evolvement are classified
as structural problems in nature, which are not easy to be
solved.

To handle such an adverse situation, the Group keeps
adopting strict cost control and further strategically scales
down the dimension of the operation. On the other hand,
the Group is diversifying our team to the areas of network
storage and security. Such applications are deemed to be
the essential integral portions for an impeccable network.
We will reinforce our technological team to explore this
market and develop various applications to meet the market

needs.
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MANAGEMENT DISCUSSION AND ANALYSIS E 3 [E 7

Beijing, PRC

Since the establishment of the joint
venture company in Beijing, “Beijing
Teletron Systems Integration Company
Limited” (“BJTSI”) in early 2003, BJTSI
was profitable in 2004 and completed
some influential projects including the
call center of Beijing Labor and Social
Security Bureau and the Automatic Fare
Collection (“AFC”) system of Beijing
Municipal Administration and
Communication Card Company Limited
(“BMACC”). The call center is a fully
integrated web based system comprising
nearly 100 seats connecting 4 remote agent sites, which
will be enlarged to cover 20 agent sites in the future. The
AFC system is classified as a future project for the Olympics
Games in Beijing, which adopts electronic medium, the
e-purse (the contactless IC card) to provide an easy and
convenient payment throughout the whole Beijing
metropolitan. BJTSI has completed the AFC System for

Badaling Great Wall and will expand to other regions.

Looking Forward

To increase our competitive edge, the Group will further
implement a series of strategic actions to streamline our
operations. We will move to a new office in March 2005,
which also serves as a cost-saving action to lessen the
operating cost. We will also reinforce the technological
team in developing various applications on storage and

management of data network.
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MANAGEMENT DISCUSSION AND ANALYSIS &

The call center project in Beijing is the first of that kind in
PRC and will be spreading to other provinces, which is
one of the largest call centers for this purpose. The Beijing
call center will then act as a benchmarking project and
will help us to extend our call center business to other
regions in PRC. Our participation in the development of
AFC project, which is crucial for Olympics Games in
Beijing, opens another critical path for our future business
expansion in PRC. Beijing municipal government has
instructed the development of AFC System and use of One
Card in transportation (similar to HK Octopus) in future
Olympics. The initial applications are in buses and some
tourists spots and will extend to subway, taxis, entry ticket
in Olympics stadium and will act as a means for small
amount spending. The desired system allows millions of
tourists during the Olympics to use one single card for
transportation, sightseeing, identity authentication for
Stadium and also for consumption. The upcoming four
years are very critical and our involvement in the project
in 2004 is very crucial and important for our future business

development in PRC.
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LIQUIDITY AND FINANCIAL RESOURCES REBEERBBEER
2003 2004 Change
—EEZF C—TZTOF e

HK$’000 HK$’000

FH#IT FHIT
Total assets BREE 23,587 17,749 -25%
Total liabilities wafd 5,950 7,347 23%
Working capital EEAD 14,298 7,927 -45%
Cash and bank deposit e RIRTTAEER 13,308 9,763 27%
Short-term bank borrowings 2 Hi$R 1T {& X 496 874 76%

Debt to equity ratio BEHERLE R 0.34x 0.71x

Gearing ratio BARA B X 0.000x 0.000x

During 2004, the Group was principally financed by cash
flow generated internally together with the balance of
proceeds from IPO and short-term bank borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS & 3 g

As at 31 December 2004, the Group
had consolidated net current assets
of approximately HK$7,927,000
(2003: HK$14,298,000). Cash and
bank deposits stood at approximately
HK$9.8 million as at 31 December
2004, or cash per share of HK$0.04,
of which approximately HK$7.6
million and HK$1.9 million was
denominated in Hong Kong dollars
United
respectively. The remaining HK$0.3

and States dollars
million were denominated in other
currencies. The total short-term bank
borrowings approximately
HK$874,000 and the gearing ratio,

measured on the basic of total non-

was

current liabilities to total assets less current liabilities, was
0 times (2003: O times).

As at 31 December 2004, the Group had no capital

commitment (2003: nil).

The Directors are of opinion that, the Group has sufficient
working capital for its present requirements.

CHARGES ON ASSETS

As at 31 December 2004, the Group had aggregate banking
facilities of approximately HK$6,200,000 (2003:
HK$6,200,000) from several banks for overdrafts, loans
and trade financing, which were secured by pledges of
the Group’s time deposits of approximately HK$5,002,000
(2003: HK$5,002,000) at banks. Unused facilities as at
the same date amounted to approximately HK$5,148,000
(2003: HK$5,536,000).
charges on other assets as at 31 December 2003 and 2004.

The Group did not have any

SIGNIFICANT INVESTMENT HELD, MATERIAL
ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES
There were no significant investment held, material
acquisitions or disposals of subsidiaries during the year

under review.
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MANAGEMENT DISCUSSION AND ANALYSIS
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EXPOSURE TO FLUCTUATION IN EXCHANGE RATES

The reporting currency adopted by the Group was Hong
Kong dollars. Majority of the Group’s sales, receivables,
bank borrowings and expenditures were denominated in
Hong Kong dollars and United States dollars. As Hong
Kong dollars is closely linked with United States dollars,

foreign currency exposure to the Group shall be minimal.

CONTINGENT LIABILITIES
As at 31 December 2004, the Group had contingent
liabilities of HK$177,000 (2003: HK$177,000).

STAFF

The Group (excluding its associate) had approximately 24
full-time employees in Hong Kong and PRC at 31
December 2004. During the year, the Group had incurred
emoluments) of

staff costs (including directors’

approximately HK$8,243,000 (2003: HK$11,767,000).

Pursuant to an ordinary resolution passed on 3 May 2000
by all shareholders of the Company, the Company has
adopted a Share Option Scheme pursuant to which options
may be granted to full time employees (including executive
directors) of the Group to subscribe for share in the
Company.
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Termination to the Share Option Scheme and adoption of
New Share Option Scheme were approved by the
shareholders of the Company at a special general meeting
held on 13 November 2002 in order to comply with the
new requirement of Chapter 23 of the GEM Listing Rules
effected on 1 October 2001. No share option has been
granted under the New Share Option Scheme as at 31
December 2004. The options already granted under the

Share Option Scheme are unaffected.

As at 31 December 2004, seven employees had completed
the required number of years of service under the
Employment Ordinance to be eligible for long service
payments on termination of their employment with the

Group. The Group is only liable to make such payments

where termination meets the required circumstances
specified in the Employment Ordinance. As at 31

December 2004, the estimated amount provided for such

purpose amounted to approximately HK$450,000 (2003: BEARBABRRER _-_ZEZ_F+—A+=H
HK$670,000). BITZBERFHIARE LBBZRER » AR
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BOARD OF DIRECTORS

Executive Directors

Tsang Chi Hin

Lam Kim Chau

Lau Kai Shun, Barry
Wong Wai Ho
Pong Kam Wah

Non-executive Directors

Chow Dah Jen, David

Yang Zhenhan*

Robert Brainin Issenman*

Wu Suk Ching, Annie* (resigned on 12 May 2004)
(appointed on 1 July 2004)
(appointed on 1 July 2004)

Leung Lo Ming*
Lo Wa Kei, Roy*

* Independent non-executive directors

AUTHORISED REPRESENTATIVES
Wong Wai Ho
Lau Kai Shun, Barry

AUDIT COMMITTEE
Yang Zhenhan

Wu Suk Ching, Annie
Leung Lo Ming

Lo Wa Kei, Roy

(resigned on 12 May 2004)
(appointed on 1 July 2004)
(appointed on 1 July 2004)

COMPANY SECRETARIES
Ha Lan, Jessica
Ira Stuart Outerbridge I11* FCIS.

COMPLIANCE OFFICER
Wong Wai Ho

QUALIFIED ACCOUNTANT

Ha Lan, Jessica

REGISTERED OFFICE
Clarendon House

2 Church Street
Hamilton HM 11
Bermuda
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HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
14th Floor

Bangkok Bank Building

18 Bonham Strand West Street

Sheung Wan

Hong Kong

WEB-SITE
www.proactive.com.hk

www.irasia.com/listco/hk/proactive

E-MAIL

info@proactive.com.hk

PRINCIPAL SHARE REGISTRAR

Butterfield Fund Services (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road

Pembroke

Bermuda

HONG KONG BRANCH SHARE REGISTRAR
Computershare Hong Kong Investor Services Limited
46th Floor, Hopewell Centre

183 Queen’s Road East

Hong Kong

AUDITORS

Horwath Hong Kong CPA Limited
2001 Central Plaza

18 Harbour Road

Wanchai

Hong Kong

LEGAL ADVISORS
Conyers Dill & Pearman

Wong Shum & Co. Solicitors & Notaries

PRINCIPAL BANKERS
DBS Bank (Hong Kong) Limited
Citic Ka Wah Bank Limited
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Mr. TSANG Chi Hin, Vincent, aged 46, is the Chairman
and the Chief Executive Officer of Proactive. He is the co-
founder of the Group and is responsible for corporate
strategic planning and management. Mr. Tsang holds a
bachelor degree in economics and a higher certificate in
electronic engineering with over 20 years of experience in
telecommunications and electronic industries. Mr. Tsang
started his marketing career in 1984. He then joined
Hongkong Telecom as a consultant in marketing data
communication services in 1987 and his last position in

Hongkong Telecom was Account Director.

Mr. LAM Kim Chau, Derek, aged 43, is the co-founder
and the Chief Technology Officer of Proactive . He is
responsible for regional business development and new
technologies procurement. Mr. Lam is a chartered electrical
engineer in the United Kingdom, member of the Hong
Kong Computer Society, British Computer Society and
Institution of Electrical Engineers. He has over 20 years of
experience in the telecommunications industry and holds
a masters degree in telecommunications from the University
of Essex. He has worked for Cathay Pacific Airways as a
communications engineer and Hongkong Telecom as a
consultant providing advisory services in data and

communication networking for enterprises in Hong Kong.

Mr. LAU Kai Shun, Barry, aged 44, is the Chief Operating
Officer of Proactive. He joined Proactive in 1995 and is
responsible for day-to-day general management and
business development of the Group in Hong Kong. Mr.
Lau holds a masters degree in business administration and
a higher diploma in production and industrial engineering.
He has over 14 vyears of experience in the
telecommunications and information technology industries.
Prior to joining Proactive, Mr. Lau worked as a corporate
sales account manager in Hongkong Telecom for over five

years.
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Mr. Wong Wai-Ho, aged 55, joined Proactive in August
1999 and is the Finance Director of Proactive, in charge
of the Group’s financial affairs. Mr. Wong graduated from
The Chinese University of Hong Kong with a bachelor
degree majoring in accounting in 1971. Mr. Wong has
over 30 years experience, of which 15 years were in direct
investment. He had been appointed by Jardine Fleming as
Associate Director, Kleiwort Benson as Director and Advent
International Corp. as Managing Director. Prior to that, he
has worked with the Hong Kong Trade Development
Council (HKTDC) responsible for the promotion of Hong
Kong’s external trade for 13 years. Mr. Wong currently is
a director of The Chinese History & Culture Educational
Foundation and a member of the Board of Trustees, Chung

Chi College, The Chinese University of Hong Kong.

Mr. PONG Kam Wah, aged 44, is the Chief Software
Architect of Proactive. He joined Proactive in June 2000
and is responsible for product research and development
of the Group. Mr. Pong holds a masters degree in electronic
engineering and is a member of the Institution of Electrical
Engineers as well as a Chartered Professional Engineer of
the Institution of Engineers, Australia. He has 22 years of
experience in the telecommunications industry, including
8 years of experience in telecommunications software
development. Mr. Pong has worked in a number of large
telecommunications companies, including Hongkong

Telecom, Fujitsu, Alcatel and Hutchison Telecom.

Mr. CHOW Dah Jen, David, aged 44, was appointed non-
executive Director in August 2000. Mr. Chow is currently
the General Partner of Pacific Venture Partner, one of the
largest venture capital firms in Taiwan. He is a member of
the American Bar Association and has extensive experience
in legal practices and venture capital financing in both
Taiwan and the US. He has worked with Morgan, Lewis &
Bokius and McCutchen, Doyle, Brown & Enersen, and was
appointed by Microtek International, Inc., a listed
technology company in Taiwan, as general counsel. Mr.
Chow graduated from School of Law, Soochow University,
Taiwan and received his Masters degree in Law at Harvard
Law School.
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Mr. YANG Zhenhan, aged 72, was appointed independent
non-executive Director in February 2000. Mr. Yang is a
machine-building specialist with over 30 years of
experience. For more than 10 years he had been a director
and chief engineer of a large machine-building factory,
employing over 10,000 staff. In addition, Mr. Yang was
Director of Foreign Economic Relations and Trade
Commission of Shanghai Municipality. In October 1985,
Mr. Yang established the South East Economic Information
Centre in Hong Kong, and was appointed as Vice
Chairman. Mr. Yang is currently the Chairman of a

consultancy company in Hong Kong.

Mr. Robert Brainin ISSENMAN, aged 55, was appointed
independent non-executive Director in February 2000. Mr.
Issenman is currently the President and Chief Executive
Officer of Leader Auto Resources LAR Inc.. He has held
executive positions on a number of professional
organisations or bodies including International Young
Lawyers Association and was co-founder and National
President of the Hong Kong-Canada Business Association
and sits on several public and private board of directors.
Mr. Issenman is a barrister and solicitor and holds a
bachelor degree in Arts and a bachelor degree in civil

laws.

Mr. LEUNG Lok Ming, aged 33,

independent non-executive Director in July 2004. Mr.

was appointed

Leung is a certified public accountant in Hong Kong. He
is an associate member of the Hong Kong Institute of
Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. Mr. Leung
is currently a director of Union Alpha CPA Limited.

BIRERE 725 RZZEZEZF_AZUHE
VIHERTES - BEETERBERER  HES
=+FER - BEET—REFRAE—SBIZAH
BHBEER s ES R TRAMBATE - b 15
FEBELEMEINCEESZTEGEMT - B —
AWNAEF+A  BEAAEEERIRELEERES
P WEZRARBERR - BEEBRINES
—XEMARZERE -

XER%EE 55 R-TEETEF_ARZESB
S IEBMITESE o W54 B Al Jileader Auto
Resources LAR Inc. ZEERFITHAER - #
REEREXABIBBEZITHAE - BEBRKES
FERMHBE  TRMEAEBIHE 2 EF KER
BIRAZ —  MAETRZRMARFZESRR
KE o NEAETI— 2 RNEMRER - WREXE
LB RREEZZLEM -

REREE 335 R_TTWNFLAZES
;L3E$n17§§%§° REERBBEBREGHR - BA

BEHAMATEERFTARETMAGER
mao%%iﬁ&ﬁt SR B AER A RE
% °



Mr. LO Wa Kei, Roy, aged 33, was appointed independent
non-executive Director in July 2004. Mr. Lo is a practicing
certified public accountant in Hong Kong. He is also a
member of the Hong Kong Institute of Certified Public
Accountants, a fellow member of the Association of
Chartered Certified Accountants and a member of the Hong
Kong Securities Institute. Mr. Lo has over eight years of
experience in auditing, accounting and finance. He is an
advisor of the Continuing Education Division of the
University of Oregon from the United States and is an
advisor of Education and Training Division of the Institute
of Commercial Management. Mr. Lo has experiences in
designing, planning and lecturing professional examination
courses in the University of Hong Kong, the Hong Kong
Institute of Certified Public Accountants, the Hong Kong
Polytechnic University and the Hong Kong Baptist
University. He is currently the independent non-executive
director of Sun Hing Vision Group Holdings Limited and
Gay Giano International Group Limited, companies listed

on the Main Board of the Stock Exchange of Hong Kong.

Ms. HA Lan, Jessica, aged 32, is the Financial Controller
and Company Secretary of Proactive. Ms. Ha is an associate
member of the Hong Kong Institute of Certified Public
Accountants and a member of the Association of Chartered
Certified Accountants with over nine years of experience
in accounting and financial management. Ms. Ha joined

the Group in April 2001.

Ms. WU Suk Ching, Annie, aged 56, was appointed
independent non-executive Director in February 2000. Ms.
Wu is an independent non-executive director of ING
Beijing Investment Company Limited, a listed company in
Hong Kong. She is also a member of the Chinese People’s
Political Consultative Committee, a member of the Hong
Kong Trade Development Council China Advisory
Subcommittee, Vice Chairman of the All China Federation
of Industry & Commerce, Vice Chairman of the Chinese
Foreign Enterprises Association and Chairman of the
Women Entrepreneurs Association in China. Ms. Wu holds
a bachelor degree in business administration from
Armstrong University. Ms. Wu resigned as an independent
non-executive Director on 12 May 2004.
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The Directors have the pleasure of presenting the annual
report together with the audited financial statements of
Proactive Technology Holdings Limited (“the Company”)
and its subsidiaries (together “the Group”) for the year
ended 31 December 2004.

PRINCIPAL ACTIVITIES
The Company is an investment holding company. Its
subsidiaries are principally engaged in investment holding,

design, development and sale of value-added
telecommunication products and computer telephony

products.

An analysis of the Group’s turnover by product range and
by geographical area, together with their respective loss
contributable to shareholders for the year ended 31

December 2004 is as follows:
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a. By product range a. REmER
Profit/(loss)
attributable
Turnover to shareholders
% R FEAE
-G wmAL (EE)
HK$’000 HK$’000
T T
Telecommunications e 6,961 545
Computer telephony B EE 10,554 2,852
Unallocated RO - (10,645)
17,515 (7,248)
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PRINCIPAL ACTIVITIES (Continued)
b. By geographical area*

REPORT OF DIRECTORS EE &

(Amounts expressed in Hong Kong dollars)

FEEK(E)
b. 12 i & D

Loss
attributable
Turnover to shareholders
IR R FE 14
= EiE
HK$’000 HK$’000
FET FET
Hong Kong S 17,228 (5,884)
China ] 171 (1,254)
Taiwan =0 116 (35)
Australia SELN = (47)
Singapore 703 = (28)
17,515 (7,248)

g Turnover by geographical location is determined o Riw@BOMNEEEERBETS 2 &M

on the basis of the location of relevant activities.

CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2004, the five largest
customers accounted for approximately 40% of the Group’s
total turnover and the five largest suppliers of the Group
accounted for approximately 84% of the Group’s total
purchases. The largest customer of the Group accounted
for approximately 18% of the Group’s total turnover while
the largest supplier accounted for approximately 56% of
the Group’s total purchases.

None of the directors, their associates, or any shareholders
(which, to the knowledge of the Directors, owned more
than 5% of the Company’s share capital) had a beneficial

interest in the Group’s five largest customers and suppliers.

RESULTS AND APPROPRIATIONS

Details of the Group’s results for the year ended 31
December 2004 are set out in the consolidated income

statement on page 33 of this annual report.

The Directors do not recommend the payment of any
dividend and recommend that the accumulated loss of
approximately HK$45,439,000 as at 31 December 2004
be carried forward.

EERT -

FEEPFPRMER
AEENAEASARFNEEBREAER -_F
TV FBEFETEA0% » AEBEHAERAHER
HFRE AR E B ARIBEEN84% - AR
EAREEEEETRNI8% - RALEEGAEER
IR BRI A56% ©

RERERN ARARES - HBBAREMRMER
(BEZEMA - BEARNRF 5% EHEA)
MEEARENDATP MMEEHEA EME

5 o

XEBEREKE DK
AEEHE=ZZ E-f— A=+—BMEEH
RAFERFEIZEMNGEERR °

EEEeTER /T)t%:l:—v ENFE+=—A=+—H
IEMFERBEKLARE  YERREBEE=_ZTZT
E¢+:ﬂ:+—EIJJ:E’UE%$§E§%E H LB
45,439,0007T °

Annual Report 2004 «

21



(Amounts expressed in Hong Kong dollars)

Details of movements in share capital and share options
of the Company are set out in Notes 20 and 21,

respectively, to the accompanying financial statements.

Movements in reserves of the Group and the Company
during the year are set out in the Consolidated Statement
of Changes in Equity on page 37 and Note 22(b) on page

65 of this annual report respectively.

The Company had no reserves available for distribution to
shareholders as at 31 December 2004 (2003: Nil).

Neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed
shares during the year ended 31 December 2004 and up
to the date of this report.

There is no provision for pre-emptive rights under the

Company’s By-laws and the laws in Bermuda.

Particulars of the Company’s subsidiaries and associates
are set out in Notes 12 and 13 to the accompanying

financial statements.

Details of movements in machinery and equipment during
the year are set out in Note 10 to the accompanying
financial statements.

Particulars of bank borrowings as at 31 December 2004
are set out in Note 18 to the accompanying financial

statements.

Details of the pension schemes are set out in Note 26 to
the accompanying financial statements.

No charitable donation was made by the Group during
the year (2003: Nil).
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There were no transactions which need to be disclosed as
connected and related party transactions in accordance
with the requirements of the Rules Governing the Listing
of Securities on the Growth Enterprise Market of the Stock
Exchange (“the GEM Listing Rules”) and accounting

principles generally accepted in Hong Kong.

The directors who held office during the year and up to

the date of this report are:

Executive directors

Mr. Tsang Chi Hin

Mr. Lam Kim Chau

Mr. Lau Kai Shun, Barry
Mr. Wong Wai Ho

Mr. Pong Kam Wah

Non-executive director
Mr. Chow Dah-jen, David

Independent non-executive directors
Mr. Yang Zhenhan

Mr. Robert Brainin Issenman
Ms. Wu Suk Ching, Annie
Mr. Leung Lok Ming

Mr. Lo Wa Kei, Roy

(Resigned on 12 May 2004)
(Appointed on 1 July 2004)
(Appointed on 1 July 2004)

In accordance with the By-laws of the Company, Mr. Lam
Kim Chan, Mr. Robert Brainin Issenmen and Mr. Chow
Dah-jen, David will retire from office and, being eligible,

offer themselves for re-election.

Each of the executive directors of the Company has entered
into a service contract with the Company, for an initial
term of three years commencing from 25 February 2000
in the cases of Mr. Tsang Chi Hin, Mr. Lam Kim Chau,
Mr. Lau Kai Shun, Barry, and Mr. Wong Wai Ho, and for
an initial term of two years commencing from 1 August
2000 in the case of Mr. Pong Kam Wah. The service
contracts shall continue thereafter until terminated by either
party giving the other not less than three months’ notice
after the expiration of the said initial fixed term. No
termination notice has been given by any party during the

year and up to the date of this report.

(Amounts expressed in Hong Kong dollars)
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(Amounts expressed in Hong Kong dollars)

Each of the non-executive directors of the Company has
entered into a service contract with the Company, for an
initial term of two years commencing from 28 February
2000 in the cases of Mr. Yang Zhenhan and Mr. Robert
Brainin Issenman, 1 August 2000 in the case of Mr. Chow
Dah-jen, David, and 1 July 2004 in the cases of Mr. Leung
Lok Ming and Mr. Lo Wa Kei, Roy. The service contracts
shall continue thereafter until terminated by either party
giving the other not less than three months’ notice after
the expiration of the said initial fixed term. No termination
notice has been given by any party during the year and up
to the date of this report.

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.

The Company confirms that it has received from each of
its independent non-executive directors a confirmation of
his independence pursuant to Rule 5.09 of the GEM Listing
Rules and the Company considers that the independent

non-executive directors of the Company to be independent.
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As at 31 December 2004, the interests and short positions

of the directors and the chief executives of the Company

(Amounts expressed in Hong Kong dollars)
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in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance

(the “SFO")) as recorded in the register required to be

kept by the Company pursuant to Section 352 of the SFO, e

or as otherwise notified to the Company and the Stock

Exchange of Hong Kong Limited (the “Stock Exchange”)

pursuant to Rule 5.46 of the GEM Listing Rules were as

follows:

Long position in ordinary shares of the Company R 2=

Type of Percentage

Name of directors Number of shares Capacity interests of interests
EENA BREE HE rEmER BALAH
Mr. Tsang Chi Hin 52,415,466 Beneficial owner Personal 22.593%
BEMREE BamEA A (EPN: £

Mr. Lam Kim Chau 52,415,466 Beneficial owner Personal 22.593%
RE R S8 A BamEA A (EPN: £

Mr. Lau Kai Shun, Barry 30,182,664 Beneficial owner Personal 13.010%
BIRfEEE BamEA A (EPN: £

Mr. Wong Wai Ho 10,210,688 Beneficial owner Personal 4.401%
=EZEL BamEA A (EPN: £

Mr. Pong Kam Wah 5,000,000 Beneficial owner Personal 2.155%
RESRELR L BamlEA A (EPN: £

BREXREBEEN R-ZETNFEF+-_A=+—
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Save as disclosed above, as at 31 December 2004, none
of the directors or chief executives had interests or short
position in any shares, underlying shares and debentures
of the Company or any of its associated corporations which
are required to be recorded pursuant to Section 352 of the
SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to Rule 5.46 of the GEM Listing

Rules.



(Amounts expressed in Hong Kong dollars)

The Company has adopted a share option scheme on 3
May 2000 (“Share Option Scheme”), pursuant to which it
may grant options to employees (including executive
directors) of the Group to subscribe for shares in the
Company. Pursuant to the Share Option Scheme, options
were granted on 30 June 2000 to the executive directors
and other employees of the Group to subscribe for an
aggregate of 19,420,000 shares in the Company at a price
of $1.30 per share, during the exercise period from 1 July
2003 to 30 June 2010. As a result of the cessation of
employment of certain grantees, 8,860,000 share options
granted to them on 30 June 2000 has lapsed since date of

grant.

Pursuant to resolutions at a special general meeting of the
shareholders held on 13 November 2002, the Company
terminated the Share Option Scheme and adopted a new
share option scheme (“New Share Option Scheme”) in
order to comply with the new requirements of Chapter 23
of the GEM Listing Rules effected on 1T October 2001. As
at 31 December 2004, no share option has been granted
under the New Share Option Scheme. The option already
granted under the Share Option Scheme are uneffected.

Details of the Share Option Scheme and the New Share
Option Scheme are set out in Note 21 to the accompanying

financial statements.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURE (Continued)
As at 31 December 2004, the share options granted to

and held by the directors of the Company are as follows:

REPORT OF DIRECTORS EE &

(Amounts expressed in Hong Kong dollars)

EEBEROIESFHERE)

BHE_ZTZWE+_A=+—H KARAEEFHF
BMARITENZBEABRELT

Number of share

options at

Subscription beginning and

Name Date of grant price per share end of the year

FUREFEHHB

BEEnA BT AH BERITEER BREHE

Mr. Tsang Chi Hin 30 June 2000 HK$1.30 1,000,000
BERELE —EETFEXRA=+H HH1.307T

Mr. Lam Kim Chau 30 June 2000 HK$1.30 1,000,000
MRBIFR S &£ —EEZTFEXRA=+H H#1.307T

Mr. Lau Kai Shun, Barry 30 June 2000 HK$1.30 1,000,000
BIRfELEE —EETFERA=1H B151.307T

Mr. Wong Wai Ho 30 June 2000 HK$1.30 1,000,000
mERELE —EETERNA=FH B151.307T

Mr. Pong Kam Wah 30 June 2000 HK$1.30 5,800,000
BESRE L L —EETERNA=FH B151.307T

9,800,000

Save as disclosed above, at no time during the year was
the Company or any of its subsidiaries or holding
companies a party to any arrangements to enable any of
the Company’s directors or members of its management to
acquire benefits by means of the acquisition of shares in,
or debt securities (including debentures) of, the Company
or any other body corporate and none of the directors,
their spouse or their children under the age 18, had any
right to subscribe for the securities of the Company, or

had exercised any such right during the year.

B EXREEN  EARFEHRE - AR R HER
HtBARMEREMNLEN - RSEEZER
AR AR R A AR E AL A R B B R AR S E %
s @ REEREMREFZEBIRM T\
B F 2 F5 B E AR ARB AR A FHF R A
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(Amounts expressed in Hong Kong dollars)

No contracts of significance in relation to the Group’s
business to which the Company or any of its subsidiaries
was a party and in which any of the Company’s directors
or members of its management had a material interest,
whether directly or indirectly, subsisted at the end of the

year or at any time during the year.

No contract concerning the management and
administration of the whole or any substantial part of the
business of the Company was entered into or existed during

the year.

As at 31 December 2004, persons who have an interest or
a short position in the shares or underlying shares of the
Company as recorded in the register required to be kept

under Section 336 of the SFO were as follows:

ARRREEMAMBEBLRARAR_—_ZFTOF+_A
=t HRXAFEHHE  UEITZERMSAR
REEEERIMETAEARGNEESN -

EAFEPHKERRAFERHEAN - WEE
FHEEMEREEREE  TRIETEEXKSF
B BRARQRIEMMBERARIESEN—7
MEZAL -

R-ZFEWE+=A=+—0  BEADTRK
BRI 601 33615 R A B H0RR 15 S
BRMAH - AT ALEAAR TR RATH
BRAR M0 MR AR ¢

Long position in ordinary shares of the Company BR&5ZiFE

Type of Percentage
Name of directors Number of shares Capacity interests of interests
RREEEB EREE 3= = ERalla Sk
Mr. Tsang Chi Hin 52,415,466 Beneficial owner Personal 22.593%
BAEFREE En#lEA A & A
Mr. Lam Kim Chau 52,415,466 Beneficial owner Personal 22.593%
R R FR 5 A En#lEA A & A
Mr. Lau Kai Shun, Barry 30,182,664 Beneficial owner Personal 13.010%
Bl fE k& En#lEAA & A
Pacific Technology Partners L.P. 20,735,232  Investment manager Corporate 8.938%
HABEEHESM AR ®EKIE NG|

EREEERES

Same as disclosed above, at 31 December 2004, no other Br Bl TEEZ I ELMATELRRTKD

shareholders or other persons had an interest or a short
position in the shares or underlying shares of the Company
as recorded in the register required to be kept under Section
336 of the SFO.

AR R AR (D 7R B B IR IR RS 5 R BRI E33615%
RERFENRMDERES LM ERE

KA



Mr. Tsang Chi Hin is the chairman of the Group and a
director of Beijing Teletron Systems Integration Company
Limited which is also engaged in the provision of
telecommunications and computer telephony solutions. The
Directors believe that there is a risk that such business
may compete with those of the Group. However, the
Directors are also of the view that the invaluable
experience of Mr. Tsang in the telecommunications and
computer telephony industry will complement the

development of the Group’s business.

Save as disclosed above, none of the directors or the
management shareholders of the Company (as defined in
the GEM Listing Rules) or any of their respective associates
had an interest in business which competes or may
compete with the business of the Group or has any other
conflict of interest which any such person has or may

have with the Group.

The company has complied with the board practice and
procedures as set out in Rules 5.34 to 5.45 of the GEM
Listing Rules throughout the year ended 31 December
2004.

The Company has adopted a code of conduct regarding
securities transactions by directors on terms no less
exacting than the required standard of dealings as set out
in Rules 5.48 to 5.67 of the GEM Listing Rules throughout
the year ended 31 December 2004. Having made specific
enquiry of all directors, the Company’s directors have
complied with the required standard of dealings and its
code of conduct regarding securities transactions by
directors.

A summary of the results and assets and liabilities of the
Group announced in previous years are set out on page
73 of this annual report.

(Amounts expressed in Hong Kong dollars)
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(Amounts expressed in Hong Kong dollars)

The Company has established an audit committee on 3
May 2000 and has formulated its written terms of reference
in compliance with Rules 5.28 to 5.33 of the GEM Listing
Rules. The primary duties of the audit committee are to
review the Company’s annual report and accounts, half-
yearly reports and quarterly reports and to provide advice

and comments thereon to the Board.

The members of the audit committee, all being independent

non-executive directors, during the year are Mr. Yang
Zhenhan, Mr. Leung Lok Ming and Mr. Lo Wa Kei, Roy.

The audit committee has met four times during the year.

The accompanying financial statements for the year ended
31 December 2004 were audited by Horwath Hong Kong
CPA Limited. A resolution to re-appointment of Horwath
Hong Kong CPA Limited as auditors for the ensuing year
is to be proposed at the forthcoming annual general

meeting.
On behalf of the Board of Directors,
TSANG CHI HIN

Chairman

Hong Kong, 18 March 2005
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/\W Horwath

Auditors’ Report to the Shareholders of
PROACTIVE TECHNOLOGY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 33 to
71 which have been prepared in accordance with

accounting principles generally accepted in Hong Kong.

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

are selected and applied consistently.

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

this report.

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
judgements 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.

HORWATH HONG KONG CPA LIMITED
EEFST MBS

2001 Central Plaza

18 Harbour Road

Wanchai Hong Kong
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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.

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 loss 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.

HORWATH HONG KONG CPA LIMITED

Certified Public Accountants

Chan Kam Wing, Clement
Practising Certificate number P02038

Hong Kong, 18 March 2005
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CONSOLIDATED INCOME STATEMENT % & 8 # &

FOR THE YEAR ENDED 31 DECEMBER 2004 BEZEZZTZTWNF+_A=+—HILFE
(Expressed in Hong Kong dollars) (A& #51R)

2004 2003

—EEZNE —TT=F

Note $'000 $'000

lik3 Tr T

Turnover BEH 4 17,515 30,459

Cost of sales HERA (9,386) (12,297)

Gross profit EF 8,129 18,162

Distribution and selling expenses NERHEER (20) (63)

General and administrative expenses —BEABER (15,479) (21,692)

Loss from operations CEEE (7,370) (3,593)

Interest income FEWA 4 14 64

Interest expense FERX (39) (105)
Provision for impairment in value of BEARREEE

investment in an associate - (770)

Share of profit (loss) of an associate BB AR (B8) 198 (377)

Loss before taxation B ERE 5 (7,197)

Taxation IR 7 (51)

(4,781)

(81)

Loss attributable to shareholders BRENEE 8 (7,248)

(4,862)

Loss per share — Basic FREB-EAX 3.1 centsi& 1l

2.1 centsi& 1l

Annual Report 2004 4




BALANCE SHEETS B E & & %

AS AT 31 DECEMBER 2004

(Expressed in Hong Kong dollars)

(A FIR)

RZETMF+=—A=+—H

Consolidated Company
2E DA
2004 2003 2004 2003
“EZME ZZZ=F | ZEZMFE =ZZTT=F

Note $'000 $/000 $'000 $/000

k=3 T Fr T T
NON-CURRENT ASSETS FRBEE
Machinery and equipment EEEE 10 1,328 2,527 - -
Development expenditures HEER 11 - 292 - -
Investment in subsidiaries MEARRE 12 - - 16,992 16,206
Investment in an associate BERNRHRE 13 861 234 - -
Other investment Hi i EEE 14 286 286 - -
Total non-current assets FRBEERE 2,475 3,339 16,992 16,206 ==
CURRENT ASSETS RBEE
Inventories 7E 15 1,831 2,541 - -
Trade receivables R 3K 16 2,461 3,149 - -
Prepayments, deposits and BRRE - EZe Rk

other current assets HtmBEE 17 1,219 1,250 100 100

Pledged bank deposits BEABITER 5,002 5,002 - -
Cash and other bank deposits 54 & E 1 R1777 5% 4,761 8,306 300 1,763
Total current assets MBEERE 15,274 20,248 400 1,863
CURRENT LIABILITIES REBEE
Short-term bank borrowings RHIRTER 18 (874) (496) - -
Trade payables B R 19 (1,104) (1,157) - -
Accruals and other payables — TA#E & A Jk H A B 3% (3,127 (3,064) (362) (432)
Receipts in advance B HIE (2,242 (1,233) - -
Total current liabilities TBAERE (7,347) (5,950) (362) (432)
Net current assets HBEEFE 7,927 14,298 38 1,431
Net assets BEFE 10,402 17,637 17,030 17,637
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BALANCE SHEETS B E & & %

Consolidated Company
RE NHE
2004 2003 2004 2003
—ZEME C—TT=F | ZEEMFE —TIT=F
Note $'000 $'000 $'000 $'000
i 3% T T T T
Represented by: R&:
SHARE CAPITAL g 20 23,200 23,200 23,200 23,200
RESERVES i 22 (12,798) (5,563) (6,170) (5,563)
Shareholders’ equity REER 10,402 17,637 17,030 17,637

These financial statements on pages 33 to 71 were WEEHNEBE7TIEZUBHREK  BEEFEER_TZ

—— approved and authorised for issue by the Board of HAH&=A+ N \BZEHFLRERETIEERERES _
Directors on 18 March 2005 and signed on its behalf A

TSANG CHI HIN LAM KIM CHAU
B &k ARBIFK
Chairman Director

E BFE
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CONSOLIDATED CASHFLOW STATEMENT &8 HE R E %

FOR THE YEAR ENDED 31 DECEMBER 2004 BEZEZZTZTWNF+_A=+—HILFE
(Expressed in Hong Kong dollars)  (LA##7%]7R)

2004 2003
“EENF “EE=F
Note $'000 $'000
B % Tr Fr
CASH (USED IN) GENERATED 2E (FA)

FROM OPERATIONS EfzR& 23.a (3,841) 1,004
Interest paid BERFE (39) (105)
Overseas taxation paid SmgITIE (51) (72)
NET CASH (USED IN) GENERATED g%y (A BEL

FROM OPERATING ACTIVITIES ZHREFE (3,931) 827
INVESTING ACTIVITIES REEE
Increase in pledged deposits BEARRITERZEM - (2)
Purchase of machinery and REETEE

equipment (19) (156)
Proceeds from disposal of machinery ~— HEETEE

and equipment FBHE - 18
Purchase of other investment BAEMKZAER - (286)
Acquisition of interest in ¢ 1 -UNGiE- 2

an associate - (377)
Translation adjustments BN AR 13 68
Interest received BIF & 14 64

RERHES
(FiA) 2R 2F8

Net cash generated from (used in)
investing activities

(Decrease) increase in cash and BeRERBELEER
cash equivalents (RA) 0

CASH AND CASH EQUIVALENTS, ReRZEARELER
beginning of year F1

(3,923)

7,810

156

7,654

CASH AND CASH EQUIVALENTS, ReREARELER
end of year FEK 23.b

3,887

7,810
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CONSOLIDATED STATEMENT OF CHANGES INEQUITY SfR & R R EZ 2 5 X

FOR THE YEAR ENDED 31 DECEMBER 2004 HZE-ZTZWNE+_-_A=+—HILFE

(Expressed in Hong Kong dollars) (A& #51R)

— Loss attributable to

Cumulative
Share Share Capital translation Accumulated
capital  premium reserve adjustments deficit Total
2R
Bx  ROEE BrEE  EXRE ZRER @t
$'000 $'000 $'000 $'000 $'000 $'000
T T T T T T
(Note 22)
GEI)
Consolidated &8
As at T January 2003 RZZT=F-f-H 23,200 29,135 3,530 (105 (33,329 22,431
BREEER
shareholders - - - - (4,862 (4,862)

Translation adjustments

EHEE

As at 1 January 2004
Loss attributable to
shareholders

Translation adjustments

R-ZZME-A—H
RREEER

ExA%

As at 31 December 2004

RZZEEMETZA=+—H
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NOTES TO THE FINANCIAL STATEMENTS &1 #% & & [f =

COMPANY INFORMATION

Proactive Technology Holdings Limited (“the
Company”) was incorporated in Bermuda on 25
February 2000 as an exempted company with
limited liability under the Companies Act 1981 of
Bermuda. Its shares have been listed on the Growth
Enterprise Market (“GEM”) of The Stock Exchange
of Hong Kong Limited since 18 May 2000.

The Company is an investment holding company.
Its subsidiaries are principally engaged in
investment holding, design, development and sale
of value-added telecommunications products and
computer telephony products. Inherent in the
Group’s business are various risks and uncertainties,
including changes in technology, the ability to raise
additional capital and financing when necessary,
and the fact that the Group has reported losses for

the past three years.

IMPACT OF RECENTLY ISSUED HONG KONG
FINANCIAL REPORTING STANDARDS

The Hong Kong Institute of Certified Public
Accountants has issued a number of new Hong
Kong Financial Reporting Standards and Hong Kong
Accounting Standards, herein collectively referred
to as the new HKFRS, which are generally effective
for accounting periods beginning on or after 1
January 2005. The Group has not early adopted
these new HKFRS in the financial statements for
the year ended 31 December 2004. The new HKFRS
may result in changes in the future as to how the
Group’s financial performance and financial

position are prepared and presented.

(Amounts expressed in Hong Kong dollars unless otherwise stated) (BRIESHFH - A SEHUB T AEA)
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NOTES TO THE FINANCIAL STATEMENTS Bt 7% ¥ & [f 5%

PRINCIPAL ACCOUNTING POLICIES

The financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (which also include Statements of
Standard Accounting Practice and Interpretations)
issued by the Hong Kong Institute of Certified Public
Accountants, accounting principles generally
accepted in Hong Kong, and the disclosure
requirements of the Hong Kong Companies
Ordinance and the Rules Governing the Listing of
Securities on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited (the “GEM
Listing Rules”). Principal accounting policies are

summarised below:

a. Basis of measurement
The financial statements have been prepared

on the historical cost basis.

b. Basis of consolidation
The consolidated financial statements
include the accounts of the Company and
its subsidiaries (together “the Group”). The
results of subsidiaries acquired or disposed
of during the year are recorded from or to
their effective dates of acquisition or
disposal. Significant intra-group transactions
and balances have been eliminated on

consolidation.

c. Subsidiaries
A subsidiary is a company in which the
Company controls, which is normally
evidenced when the Group has the power
to govern the financial and operating
policies of that company so as to benefit
from its activities. In the Company’s
financial statements, investment in
subsidiaries is stated at cost less provision
for any impairment in value, while income
from subsidiaries is recorded to the extent

of dividends received and receivable.
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NOTES TO THE FINANCIAL STATEMENTS &1 #% & & [f =

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

d.

Goodwill

Goodwill represents the difference between
the fair value of the consideration given and
the Group’s share of the aggregate fair
values of the identifiable net assets of
subsidiaries acquired. Goodwill is
capitalised in the balance sheet and is
amortised to the income statement on a
straight-line basis over its estimated useful
economic life. This represents a change from
prior years where goodwill was eliminated
immediately against reserves. The Group has
adopted the transitional provision allowed
in SSAP 30, and goodwill arising from
acquisitions before 1 January 2001 will
continue to be held in reserves and no

reinstatement has been made.

Associates

An associate is a company, not being a
subsidiary, in which the Group holds 20%
or more of its issued voting share capital as
a long-term investment and can exercise
significant influence over its management.
In the consolidated financial statements,
investment in associate is stated at the
Group’s share of the fair value of the
separate net assets of the associates at the
time of acquisition, adjusted for the Group’s
share of undistributed post-acquisition
profits/losses and reserves of the associates,
distributions received from the associates
and other necessary alterations in the
Group’s proportionate interest in the
associates arising from changes in the equity
of the associates that have not been included
in the income statement. In the Company’s
financial statements, investment in
associates is stated at cost less provision for
an impairment in value, while income from
associates is recorded to the extent of

dividends received and receivable.
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3.

NOTES TO THE FINANCIAL STATEMENTS Bt 7% ¥ & [f 5%

PRINCIPAL ACCOUNTING POLICIES (Continued)

f.

Turnover and revenue recognition

Turnover represents (i) the net invoiced
value for the supply, development and
integration of telecommunication, computer
telephony systems and other computer
products, after allowances for returns and
discounts; (ii) rental income from leasing of
telecommunication and computer telephony
equipment; and (iii) fees for consulting and

maintenance services.

Revenue is recognised when the outcome
of a transaction can be measured reliably
and when it is probable that the economic
benefits associated with the transaction will
flow to the Group. Revenue from the supply,
development and integration of
telecommunication and computer telephony
systems is recognised when the merchandise
is delivered and the related development
and integration services are completed.
Rental income from leasing of
telecommunication and computer telephony
equipment is recognised on a straight-line
basis over the respective period of the
leases. Consulting and maintenance service
fees are recognised when the services are
rendered. Interest income is recognised on
a time-proportion basis on the principal

outstanding and at the rate applicable.

Advance payments received from customers
prior to delivery of merchandise and
completion of the related development and
integration services or rendering of other

services are recorded as receipts in advance.
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NOTES TO THE FINANCIAL STATEMENTS &1 #% & & [f =

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

8.

Taxation

Individual companies within the Group
provide for profits tax on the basis of their
profits for financial reporting purposes,
adjusted for income and expense items
which are not assessable or deductible for

profits tax purposes.

Deferred taxation is provided in full, using
the liability method, on temporary
differences arising between the tax bases of
assets and liabilities and their carrying
amounts in the financial statements.
Taxation rates enacted or substantively
enacted by the balance sheet date are used

to determine deferred taxation.

Deferred taxation is provided for on
temporary differences arising on investments
in subsidiaries and associated companies
except where the timing of the reversal of
the temporary difference can be controlled
and it is probable that the temporary
difference will not reverse in the foreseeable

future.

Deferred tax assets are recognised to the
extent that it is probable that future taxable
profit will be available against which the

temporary differences can be utilised.

Borrowing costs

Borrowing costs that are directly attributable
to the acquisition, construction or
production of an asset that takes a
substantial period of time to bring to its
intended use or sale are capitalised as part
of the cost of that asset based on the cost of
the specific borrowings. All other borrowing
costs are recognised as an expense as

incurred.
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3.

NOTES TO THE FINANCIAL STATEMENTS Bt 7% ¥ & [f 5%

PRINCIPAL ACCOUNTING POLICIES (Continued)

Employee retirement benefits
Costs of employee retirement benefits are
recognised as an expense in the period in

which they are incurred.

Machinery and equipment and depreciation
Machinery and equipment are stated at cost
less accumulated depreciation and
accumulated impairment losses, if any.
Major expenditures on modifications and
betterments of machinery and equipment
which will result in future economic benefits
are capitalised, while expenditures on
maintenance and repairs are expensed when
incurred. Depreciation is provided on a
straight-line basis to write off the cost less
estimated residual value of each asset after
considering its residual value over its
estimated useful life. The annual rates of

depreciation are as follows:

Furniture, fixtures and office

equipment 20%
Computer equipment 30%
Equipment on lease to customers 30%
Equipment for development 30%

Gains and losses on disposal of machinery
and equipment are recognised in the income
statement based on the net disposal
proceeds less the carrying amount of the

assets.
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NOTES TO THE FINANCIAL STATEMENTS &1 #% & & [f =

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

k.

Research and development expenditures

Research expenditures are written off as
incurred. Development expenditures are
charged against income in the period
incurred except for those incurred for
specific projects which are deferred where
recoverability can be foreseen with
reasonable assurance and comply with the
following criteria: (i) the costs attributable
to the product or process can be separately
identified and measured reliably; (ii) the
technical feasibility of the product or process
can be demonstrated; (iii) it is intended to
produce and market, or use, the product or
process; (iv) the ability to produce or use
the product or process can be demonstrated;
(v) the existence of a market for the product
or process or, if it is to be used internally
rather than sold, its usefulness can be
demonstrated; and (vi) adequate resources
exists, or their availability can be
demonstrated, to complete the project and
market or use the product or process.
Capitalised development expenditures are
amortised on a straight-line basis over the
period in which the related product or
process is expected to be sold or utilised,
starting from the time when the product or

process is available for use.

Long-term investment

Long-term investment is stated at cost less
provision for any impairment in value.
Income from long-term investment is
accounted for to the extent of dividends

received or receivable.
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3.

NOTES TO THE FINANCIAL STATEMENTS Bt 7% ¥ & [f 5%

PRINCIPAL ACCOUNTING POLICIES (Continued)

m.

Inventories

Inventories are stated at the lower of cost
and net realisable value. Cost is calculated
using the first-in, first-out method of costing
and includes costs of purchase and other
costs incurred in bringing the inventories to
their present location and condition. Net
realisable value is based on estimated selling
prices in the ordinary course of business,
less further costs expected to be incurred to
completion and disposal. Provision is made
for obsolete, slow-moving or defective items

where appropriate.

When inventories are sold, the carrying
amount of those inventories is recognised
as an expense in the period in which the
related revenue is recognised. The amount
of any write-down of inventories to net
realisable value and all losses of inventories
are recognised as an expense in the period
the write-down or loss occurs. The amount
of any reversal of any write-down of
inventories, arising from an increase in net
realisable value, is recognised as a reduction
in the amount of inventories recognised as
an expense in the period in which the

reversal occurs.

Impairment of assets

Assets are reviewed for impairment
whenever events or changes in
circumstances indicate that the carrying
amount of one of these assets may not be
recoverable. Whenever the carrying amount
of an asset exceeds its recoverable amount,
an impairment loss representing the
difference between the carrying amount and
the recoverable amount, is recognised in the
income statement. The recoverable amount
is the higher of an asset’s net selling price
and value in use. The net selling price is
the amount obtainable from the sale of an
asset in an arm’s length transaction less the
costs of the disposal, while value in use is
the present value of estimated future cash
flows expected to arise from the continuing
use of an asset and from its disposal at the

end of its useful life.
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NOTES TO THE FINANCIAL STATEMENTS &1 #% & & [f =

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

n.

Impairment of assets (Continued)

Reversal of an impairment loss of an asset
recognised in prior years is recorded when
there is an indication that the impairment
loss recognised for the asset no longer exist
or has decreased. The reversal is recorded

in the income statement.

Provisions and contingencies

A provision is recognised when there is a
present obligation, legal or constructive, as
a result of a past event and it is probable
(i.e. more likely than not) that an outflow of
resources embodying economic benefits will
be required to settle the obligations, and a
reliable estimate can be made of the amount
of the obligation. Provisions are reviewed
regularly and adjusted to reflect the current
best estimate. Where the effect of the time
value of money is material, the amount of a
provision is the present value of the
expenditure expected to be required to settle

the obligation.

Contingent liabilities are not recognised in
the financial statements. They are disclosed
unless the possibility of an outflow of
resources embodying economic benefits is
remote. A contingent asset is not recognised
in the financial statements but disclosed
when an inflow of economic benefits is

probable.

Subsequent events

Post-year-end events that provide additional
information about a company’s position at
the balance sheet date or those that indicate
the going concern assumption is not
appropriate, (adjusting events), are reflected
in the financial statements. Post-year-end
events that are not adjusting events are

disclosed in the notes when material.
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3.

NOTES TO THE FINANCIAL STATEMENTS Bt 7% ¥ & [f 5%

PRINCIPAL ACCOUNTING POLICIES (Continued)

q.

Leases

Operating leases represent those leases
under which substantially all the risks and
rewards of ownership of the leased assets
remain with the lessors. Rental payments
under operating leases are charged to the
income statement on a straight-line basis

over the period of the relevant leases.

Foreign currency translation

Individual companies within the Group
maintain their books and records in the
primary currencies of their respective
operations (“functional currencies”). In the
accounts of the individual companies,
transactions in other currencies during the
year are translated into the respective
functional currencies at the applicable rates
of exchange prevailing at the time of the
transactions; monetary assets and liabilities
denominated in other currencies are
translated into the respective functional
currencies at the applicable rates of
exchange in effect at the balance sheet date.
Exchange gains and losses are dealt with in
the income statements of the individual

companies.

The Group prepares consolidated financial
statements in Hong Kong dollars. For the
purpose of consolidation, income and
expense items of subsidiaries with functional
currencies other than Hong Kong dollars are
translated into Hong Kong dollars at the
average applicable exchange rates during
the year; assets and liabilities of subsidiaries
with functional currencies other than Hong
Kong dollars are translated into Hong Kong
dollars at the applicable rates of exchange
in effect at the balance sheet date. Exchange
differences arising from such translations are
dealt with as movements of cumulative

translation adjustments.
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NOTES TO THE FINANCIAL STATEMENTS &1 #% & & [f =

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

S.

Use of estimates

The preparation of financial statements in
conformity with accounting principles
generally accepted in Hong Kong requires
management to make estimates and
assumptions that affect certain reported
amounts and disclosures. Accordingly,
actual results could differ from those

estimates.

Employee benefits

Employee entitlements to annual leave and
long service leave are recognised when they
accrue to employees. A provision is made
for the estimated liability for annual leave
and long-service leave as a result of services
rendered by employees up to the balance
sheet date.

Employee entitlements to sick leave and
maternity or paternity leave are not

recognised until the time of leave.

Cash equivalents

Cash equivalents are short-term, highly
liquid investments which are readily
convertible into known amounts of cash
without notice and which were within three
months of maturity when acquired; less
advances from banks repayable within three
months from the date of the advance. Cash
equivalents include investments and
advances denominated in foreign currencies

provided that they fulfil the above criteria.
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NOTES TO THE FINANCIAL STATEMENTS &1 #% & & [f =%

4. TURNOVER AND REVENUE 4. EEERWE
Turnover and revenue consisted of: EEBRKZEBEE

2004 2003

—ZIZQNE ZTT=F

$'000 $'000

Telecommunications B 6,961 18,379

Computer telephony BERE: 10,554 11,174

Others Hith - 906

Total turnover BEER 17,515 30,459

Interest income from bank deposits RITFEHMEWA 14 64
Total revenue Bl 17,529 30,523 r

Annual Report 2004 4




NOTES TO THE FINANCIAL STATEMENTS B # ¥ 4 K ==

5.

LOSS BEFORE TAXATION

Loss before taxation was determined after charging

5. BRBL AT & 18

BRI ES IR 5 HBR st AT FIH B &5

and crediting the following items: i
2004 2003
—ZEIME —EE=F
$000 $'000
After charging: SRl
Staff costs (including directors’ BIRA (REEEM:)
emoluments)
— Salaries and allowances —FM R E M E 7,950 11,338
— Retirement benefits scheme costs — R B A 293 429
— Less: Amount included in research - ERERRK
and development HEBmzaE
expenditures (557) (1,486)
7,686 10,281
Research and development expenditures HARMEER 849 1,744
Write-off of development expenditures B B M 292 259
Cost of inventories HE KA 8,246 10,464
Operating lease rentals of premises KEHERTER 1,205 2,358
Interest expense FERAX
~ bank borrowings wholly - IFRERZBITER
repayable within five years 39 105
Provision for and write-off of bad REREE
and doubtful receivables 161 834
Provision for and write-off of RERFHEFERE
obsolete and slow-moving
inventories 1,894 1,194
Depreciation of machinery EFEENE
and equipment 1,469 3,406
Net loss on disposal of HEBTEEEZ
machinery and equipment BEFE 75 401
Net exchange loss BE 5L &5 15 % 58 18 5
Auditors’ remuneration ZER S 190 217
After crediting: EEPNE
Rental income e
~ leasing of telecommunication -HEEMKER
and computer telephony BHEEM
equipment 2,692 5,896
Interest income WA
- bank deposits —R{THER 14 64




NOTES TO THE FINANCIAL STATEMENTS &1 #% & & [f =%

6. DIRECTORS’ AND SENIOR EXECUTIVES’ 6. EEkeREEEBAESHME
EMOLUMENTS
a. Details of emoluments paid/payable to a. A S T AR FE E 2 B
directors of the Company are: LHEBEOAT
2004 2003
“sEms | -TI=F
$'000 $'000
Fees for executive directors BITEEHE - -
Fees for non-executive FoTESHSE
directors 70 60
Other emoluments for BIESF
executive directors Hii <
- Salaries and allowances —~EAHE REAM R 2,428 3,260
~ Pension scheme - RS EHR
contributions 60 60
—— 2,558 3,380
F——
P During the year, no (2003: five) executive NMEMAFEN  BE(CTE=F:
director waived emoluments (2003: SO ITEEWMENS (T T=F :

$701,000). No incentive payment for joining 701,0007C) © A - AEEIWEE
the Group or compensation for loss of office BN FAEMEFIERMBALES 2 EE
was paid or payable to any director for the Dok BER A E -

year.

The number of directors whose emolument EMeNFUTHERNZESE AHN
falls within the following bands is as follows: N

2004
—ZEME

Executive directors BITES
- Nil to $1,000,000 —#%1,000,00070
- $1,000,001 to $1,500,000 —1,000,0017C£1,500,0007T

Non-executive directors ERTESR

- Nil to §1,000,000 — &% 1,000,0007T

Annual Report 2004 4




NOTES TO THE FINANCIAL STATEMENTS &1 #% & & [f =

6. DIRECTORS’ AND SENIOR EXECUTIVES’ 6. EENaEEEAEMNS (B)
EMOLUMENTS (Continued)

Details of emoluments paid/payable to

directors of the Company are: (Continued)

During the year ended 31 December 2004,
the five executive directors received
individual emoluments of approximately
$792,000 (2003: $1,043,000), $312,000
(2003: $511,000), $561,000 (2003:
$612,000), $491,000 (2003: $626,000) and
$332,000 (2003: $528,000). The five non-
executive directors received individual fees
of approximately $20,000 (2003: $20,000),
$20,000 (2003: $20,000), $10,000 (2003:
$20,000), $10,000 (2003: Nil), and $10,000
(2003: Nil).

Details of emoluments paid/payable to the
five highest paid individuals (including

directors and other employees) are:

SN RN TFARTESR
SEIBWAT - (&)

RBE_TTNF+_A=+—
AIEFEHE  ARTESS
BIUELEN £ 49792,000L (ZZFZ
=4 : 1,043,0007T) * 312,000
T (ZZFZ =4 :511,0007T) °
561,000 (= T T = F
612,0007T) * 491,000 C (=T %
=4 :626,0007T) &332,0007C
—Z T = £ :528,000T) ° A
IEMITEF DRI WIMB S 4
20,0007 (ZZ = =4 : 20,000
JT) ~ 20,0007T (ZE T = 4F :
20,0007T) * 10,000C(ZTE =
£ :20,000) * 10,000L (= ZEZF
=4 ) 10,000 (ZEE=
F |-

ARBELRBHET (RiEE
FRAMIER) F3 EEHE
R :

2004 2003

—ZEME —TE=F

$'000 $'000

Salaries and allowances EAE & REMEE 2,525 3,361
Pension scheme contributions RIS E & 60 60
2,585 3,421

Four (2003: Four) of the highest paid
individuals were executive directors of the
Company, whose emoluments have been

included in Note 6.a above.

During the year, no emoluments were paid
to the five highest paid individuals
(including directors and other employees)
as inducement to join or upon joining the

Group or as compensation for loss of office.

WAL(ZZTZT=F : Ufy) & =%
BITAVTES  BEZHeE
HAME6.a ©
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NOTES TO THE FINANCIAL STATEMENTS B # ¥ 4 K ==

DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS (Continued)

6.

EEkeREEBAESME (B)

b. Details of emoluments paid/payable to the b. AEBLURHET (BEE
five highest paid individuals (including EhHEMEER) GBS
directors and other employees) are: BT - ()

(Continued)
The number of the five highest paid Tfuskm AL (BEEERHE
individuals (including directors and other EE)MEE N FUATHE R
employees) falls within the following bands: ZAEIT
2004 2003
—ZEME —TE=F
- Nil to $1,000,000 — #%1,000,0007C 5 4
- $1,000,001 to $1,500,000 = 1,000,0017T £1,500,0007T - 1
5 5

TAXATION 7. BiE

a. Taxation consisted of: a. BIEERE :

2004 2003

—ZEME —TE=F

$7000 $'000

Overseas income tax BINE 51 81

The Company is not subject to tax in
Bermuda on its profit or capital gains until
March 2016. No Hong Kong profits tax has
been provided as the Group had no
assessable profit arising in or derived from
Hong Kong. Overseas income tax has been
provided by subsidiaries, branches or
representative offices based on their
estimated taxable profits at the rates of
taxation applicable in the respective

jurisdictions in which they operate.
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NOTES TO THE FINANCIAL STATEMENTS B # ¥ 4 K ==

7. TAXATION (Continued) 7. B\ (&)
b. The taxation charge for the year can be b. RBAMEAEB A HEREG
reconciled to the loss as stated in the BB 2 ¥R -

financial statements as follows:

2004 2003
—sEmE | -—TI=F
$000 $'000
Loss before taxation BREAEE (7,197) (4,781)
Taxation calculated at BMGER17.5%1E
Hong Kong profits tax ZBE (ZTT=F 1 17.5%)
of 17.5% (2003: 17.5%) (1,259) (837)
Utilisation of previously RAFEDHAzHBEE
unrecognised tax losses ZhBTE - 84
Deferred tax assets not AEBEEHEREEZ
recognised REFE 1,259 753
Effect of different tax rates AR ADEERE 2
of operation in other PANGE S
jurisdictions ZHE 51 81
Taxation for the year REEREXH 51 81
c. The principal components of the Group’s c. SEREREN I ZREREE
and Company’s deferred tax assets not ERBERBEZEUABRE17.5%(Z
provided for, calculated at 17.5% (2003: T =4 :175%) :tE 2FHHAE
17.5%) on the cumulative timing differences Jal N
at the balance sheet date are as follows:
Consolidated Company
g8 0F
2004 2003 2004 2003
“REMF  -TT=F | CREMF -TE=F
$'000 $'000 $'000 $'000
Tr T Tr T
Tax losses | 6,183 5,254 - -
Other timing differences Hin = 317 457 - -
6,500 5711 - -
The potential tax benefits attributable to tax SEYEERBLZBIRMELD
losses of the Group and the Company have BEBIRER - BN REE
not been recognised due to unpredictability ERARGREONAHE (=

of future profit streams (2003: Nil). TE=F: 8 -



NOTES TO THE FINANCIAL STATEMENTS &1 #% & & [f =%

LOSS ATTRIBUTABLE TO SHAREHOLDERS
During the year ended 31 December 2004, the
consolidated loss attributable to shareholders
included a loss of approximately $607,000 (2003:
$11,520,000) dealt with in the financial statements
of the Company.

LOSS PER SHARE

The calculation of basic loss per share is based on
the consolidated loss attributable to shareholders
of approximately $7,248,000 (2003: $4,862,000)
and on the weighted average number of
232,000,000 shares (2003: 232,000,000 shares) in
issue during the year.

Diluted loss per share is not presented because the

effect is anti-dilutive.

BREMEIE
(E-—FENF+ A=+ -RALF
E - RABREEEEBREEBEALA
A B 15 R R R 1R 2 BT 1B 49607,0007T (=
ZTE =4 : 11,520,0007T) °

BRER
FRREAREIE TGRS IR EL BB
& 457,248,000 (Z T T =F :
4,862,0007T) * RARFAE BT E AR
0 2 NiEFHE B /232,000,0000% (=
T T =4 1 232,000,0008) 5 E o
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NOTES TO THE FINANCIAL STATEMENTS B # ¥ 4 K ==

10.

11.

MACHINERY AND EQUIPMENT 10. EBEEEE
Movements of machinery and equipment BEEEE Ga)WEIHMT
(consolidated) were:
2004 2003
—EEIME —ZZ=F
Furniture,
fixtures and Equipment  Equipment
office  Computer on lease to for
equipment  equipment  customers development Total Total
BRR B
BAERE SHRE EFZRE  HERE @it @it
$/000 $000 $000 $000 $000 $/000
Fr r Fr Fr r i
Cost KA
Beginning of year 4 1,190 3,382 3,233 2,390 10,195 18,126
Additions NE 2 11 6 - 19 156
Disposals HE/Hi (142) (14) (366) (377) (899|  (6,244)
Transferred from inventories ~ ZEBFE - 203 1,023 24 1,250 974
Transferred to inventories RBIRE - (195) (1,632) (363) (2,190) (2,817)
End of year FR 1,050 3,387 2,264 1,674 8,375 10,195
Accumulated depreciation ZihE
Beginning of year £ 840 2,825 2,193 1,810 7,668 11,538
Provision for the year FEAER 216 401 506 346 1,469 3,406
Disposals HE /Wi (76) 6 (366) (376) 824 (5,825)
Transferred to inventories BBEERE - ¢ (945) (312 (1,266) (1,451)
End of year £33 980 3,211 1,388 1,468 7,047 7,668
Net book value REFE
End of year FE 70 176 876 206 1,328 2,527
Beginning of year 1) 350 557 1,040 580 2,527 6,588
DEVELOPMENT EXPENDITURES 11. FHBEH
Movements of development expenditures FMEER () 2BHNT
(consolidated) were:
2004 2003
—ZEIME ZEE=fF
$000 $'000
Beginning of year F1) 292 551
Written-off o (292) (259)
End of year FE - 292
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12. INVESTMENT IN SUBSIDIARIES

In the Company’s balance sheet, investment in

subsidiaries consisted of:

12.

Mg LQaRE
EARRAEEABERA  MBARKE
B

2004 2003
—ZEME —TE=F
$’000 $'000
Unlisted shares, at cost FEMRD - BRAE 8,791 8,791
Due from subsidiaries e EINGE e 52,654 51,868
61,445 60,659
Less: Provision for impairment in value W OREEE (44,453) (44,453)
16,992 16,206

The amount due from subsidiaries are unsecured, & UMY BB A B FRIE F £ K 4 & T 5 7

non-interest bearing and not repayable until the

subsidiaries are financially capable to do so.

The underlying value of the investment in

subsidiaries was, in the opinion of the Company’s

Directors, not less than its carrying value as at 31

December 2004.

Details of the subsidiaries as at 31 December 2004

B ARRRETENMEARERY
WEBRENERZAELNERAE

ARAEERRARANHBAR L&

BEESE TR E_ZTNFE+ A=
T—BZKREE -

RE_ZZOF+-_A=1+—HHOHEESE

were: NAERIAT
Place of Percentage of equity
incorporation/ Issued and fully interest attributable
Name operations paid share capital to the Group Principal activities
HRRL/ ERTR REERE
8 EXE AR ZRA Rl EL:3 3
CentreWorld Holding Limited British Virgin Islands US$1,029 100% Investment holding
ABRAES 1,020% 7 REARR
Interworth, Inc British Virgin Islands US$100 100% Investment holding
RERAES 1005 7T REZR
Proactive Technology Singapore $G$100,000 100% Dormant
(Asia) Pte. Ltd. #ns 100,000% 7T REXRH
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12.

INVESTMENT IN SUBSIDIARIES (Continued)

Place of
incorporation/

12.

Issued and fully

MEQRIRE (8)

Percentage of equity
interest attributable

Name operations paid share capital to the Group Principal activities
AL/ 2RITR REEES
1 EXibE BRZBA TRt Al IRXH
Proactive Technology Limited Hong Kong HK$1,000,000 100% Provision of
EARBEBERAA 5 1,000,000 7T telecommunications and
computer telephony
solutions
EHEARER
ERFRIE
Proactive International Limited Hong Kong HK$100,000 100% Trading of
ENEBRERAA 5 100,000 7T telecommunication
products and provision
of management consultancy
ENEMZESRRAER
RS
Netwin Worldwide Limited British Virgin Islands Uss100 100% Investment holding
ERRAES 100% 7 RAZR
Proactive Technology PRC RMB5,000,000 100% Provision of
Development (Beijing) i 5,000,000 & % telecommunication
Limited products and provision
EREABMRERERAF of tele-commerce services
RESALEARE
Y IES
Proactive Multimedia Marketing Hong Kong HKS2 100% Provision of
Agency Limited B MR telecommunication and

EASHETSREERLA

computer telephony
solutions
RUEAREH

ERFRIE

The shares of CentreWorld Holdings Limited are
held directly by the Company. The shares of other

subsidiaries are held indirectly.

None of the subsidiaries had any loan capital in
issue at any time during the year ended 31
December 2004.

% CentreWorld Holding Ltd&] £ B % 17
RARNFTEEFRIN  HHBRRZ
BN RRAREERE -

RBE-TFNE+-A=+—ALF
ER K BA RS TETEE
A -
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14.

NOTES TO THE FINANCIAL STATEMENTS B # ¥ 4 K ==

INVESTMENT IN AN ASSOCIATE 13. HEAQARRE
Investment in an associate (consolidated) consisted e NEIRE (KA BT
of:
2004 2003
—ZEME —TE=F
$000 $'000
Share of net assets EREEFE 198
Amount due from an associate e I=INGE e 2,433 2,004
2,631 2,004
Less: Provision for impairment in value o OREERE (1,770) (1,770)
861 234
The amount due from an associate is unsecured, FE YT & A R R IE A IR R - AR R
non-interest bearing and has no fixed repayment NOR B B EE AR -

terms.

Details of the associate were:

Place and date

of incorporation/ Issued and fully

HEAZBMEARERNAT

Percentage of equity

interest attributable

Name operations paid share capital to the Group Principal activities
HRRL/ ERTR AEERE
R EXE AR ZRA TRt fl E:3 34
2004 2003
Beijing Teletron PRC RMB1,000,000 40% 40% Provision of
System Integration e AE 1,000,000 7T telecommunications and

Company Limited
ARTEERRREM
BRRA

There were no other associate held by the Group

as at 31 December 2004.

OTHER INVESTMENT

14.

Other investment represents the cost of a nominee

membership in a Golf Club in the People’s Republic

of China.

computer telephony solutions

RESARERIEBRIE

R-ZZTZENF+-_A=+—H " £EHIL
EBHREEHMBBZERF -

Hfik&EERE
Hih R EBEHBREEPEARLNER
BE-mBRBREERE KA -
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15.  INVENTORIES 15. =&
Inventories (consolidated) consisted of: TE HE)BIE
2004 2003
—ZEME —TE=F
$'000 $'000
Telecommunication and computer ERREREERN
telephony hardware products i 3,507 5,367
Less: Provision for obsolete and B RERBEFERE
slow-moving inventories (1,676) (2,826)
1,831 2,541
As at 31 December 2004, inventories of RZZTEEWF+_A=Z+—H ' &
approximately $1,831,000 (2003: $1,001,000) were 1,831,0007CF E AR & HRFE AKR(Z 3
stated at net realisable value. TZT = : 1,001,0007T) °

TRADE RECEIVABLES
Trade receivables (consolidated) consisted of: EWEER (R &) B -

2004
—ZEME
$/000

Accounts receivable U BR 3K 3,130

Retentions receivable REURBHE 1,203

4,333

Less: Provision for doubtful receivables B REZEEE (1,872)

2,461
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17.

18.

NOTES TO THE FINANCIAL STATEMENTS B # ¥ 4 K ==

TRADE RECEIVABLES (Continued) 16.

The Group normally grants to its customers credit

FEW R ()
AEE-—RiETEF30REOREE
periods ranging from 30 days to 60 days. Aging B BRER(GEE) RESTOT :

analysis of trade receivables (consolidated) is as

follows:
2004 2003
—ZIME e
$'000 $/000
0to 1 month 0E 11 A 876 838
1 to 2 months 1£218AR 303 1,060
2 to 3 months 2E3fEA 322 207
3 to 6 months 3Z6fEA 567 620
6 to 9 months 62 918 A 80 3
9 to 12 months 9Z 1218 A 51 154
Over 12 months NREANE 2,134 2,089
4,333 4,971
PREPAYMENTS, DEPOSITS AND OTHER CURRENT 17. BNRE - -ZesREMRBEE

ASSETS
Prepayments, deposits and other current assets

BNKE  REREMRBDEE BRE)

(consolidated) consisted of: BIE
2004 2003
—EIME ZTT=F
$'000 $000
Prepayments g 406 185
Rental and utility deposits HERRAERERER 503 439
Others At 310 626
1,219 1,250
SHORT-TERM BANK BORROWINGS 18.  FEHIRITER
Short-term bank borrowings (consolidated) consisted BHERITE RRE) B
of:
2004 2003
—EIME ZTT=F
$'000 $000
Bank overdrafts RITEX 393 182
Trust receipts bank loans ERBERITER 481 314
874 496

Refer to Note 27 for details of the Group’s banking AEBERITHMEFB 2 RWE27 -

facilities.
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19.  TRADE PAYABLES 19. BEAERR
The Group is normally granted by its vendors credit REE-REHREFHS TORE30HE
periods ranging from 0 day to 30 days. Aging B - BERKEGE)REITAT
analysis of trade payables (consolidated) is as
follows:
2004 2003
—EIME ZTT=F
$'000 $'000
0 to 1 month 0E1EA 418 443
1 to 2 months 122(8 A 236 11
2 to 3 months 2%3{8A - 110
3 to 6 months 3% 618 A - 1
6 to 12 months 621218 A - -
Over 12 months REARE 450 492
1,104 1,157 —
—
' 20.  SHARE CAPITAL 20. A& _“

2004 2003
—EENE ZTT=F
Number Nominal Number Nominal
of shares value of shares value
RAEE HE BiqnE 4G HE
000 $'000 '000 $'000
F 1 F 1

AUTHORISED 3
(ordinary shares FREE0.10T
of $0.10 each) ZB’1)
Beginning of year and FMRER
at end of year 1,000,000 100,000 1,000,000 100,000

ISSUED AND FULLY PAID BETRAR
(ordinary shares (BR®EE0.107T

of $0.10 each) ZB15)
Beginning of year and FMRER
at end of year 232,000 232,000
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21.

NOTES TO THE FINANCIAL STATEMENTS Bt 7% ¥ & [f 5%

SHARE OPTIONS

The Company has adopted a Share Option Scheme
on 3 May 2000 (“Share Option Scheme”), pursuant
to which it may grant options to employees
(including executive directors) of the Group to
subscribe for shares in the Company. Pursuant to
the Share Option Scheme, options were granted on
30 June 2000 to executive directors and other
employees of the Group to subscribe for an
aggregate of 19,420,000 shares in the Company at
a price of $1.30 per share, during the exercise
period from 1 July 2003 to 30 June 2010. No
options were granted during the year ended 31
December 2004 under the Share Option Scheme.

Pursuant to resolutions passed at a special general
meeting of the shareholders held on 13 November
2002, the Company terminated the Share Option
Scheme and adopted a new share option scheme
(“New Share Option Scheme”) in order to comply
with the new requirements of Chapter 23 of GEM
Listing Rules effected on 1 October 2001. Under
the terms of the New Share Option Scheme, the
board of directors of the Company may, at their
discretion, grant options to the participants fall
within the definition prescribed in the New Share
Option Scheme including the employees, non-
executive directors of the Company or its
subsidiaries, etc, to subscribe for shares in the
Company at a price determined by the Company’s
Board of Directors, and will not be less than the
highest of (i) the nominal value of the shares; (ii)
the average closing price of the shares quoted on
the GEM on the five trading days immediately
preceding the date of grant; and (iii) the closing
price of the shares quoted on the GEM on the date
of grant, subject to a maximum of 10% of the issued
share capital of the Company from time to time.
The number of shares in respect of which options
may be granted to any individual in any one year
is not permitted to exceed 1% of the shares of the
Company in issue at any point in time, without
prior approval from the Company’s shareholders.
Options granted to substantial shareholders or
independent non-executive directors in excess of
0.1% of the Company’s share capital in issue and
with an aggregate value (based on the closing price
of the shares on the date of grant) in excess of $5
million must be approved by the Company’s

shareholders.

21.

IR
ARABRZ_EEZETEFRA-HEHN—E
RAEERTEI ([RGB - ik - K
AR SR BIERE TALEES (BEH
TEE) URBARAT R - RIRDIE
E AERMPTEERANEENEA
BEER_ZTTFA-THERET
R RN EE=F+A-HE_ZT
—ZTFEXNA=TANRRESRD AT
B%1.30704 3R 8819,420,00088 1% %
HE-ZTMF+-_A=+—BILFE
HARS - NS @ AR IR R AR E R B
RAAE -

BEARATBRER-_ZZ-_F+—A+
CTHEAZREFIASBEBZRE
B ARR DR IERBE BN RH—
B RRAETE ([FRARES) - A
BEBIERAIZER EMRAIE23TR =
ZT—F+A—BAERZTER] - BRI
MRBRIEF B 2GR - ARAIEESA
WISBAFETRRESEMATZEE
KomE (RIEAATSEERRZE
BERMTESR)RETREARARGD Z
RE - BRAZRBEESNUT =4
ZEmE  (ORMDEEGHZSERNDER
BEZTASIAMEEAINFHKD
& mABKTEENERABRATH
ERERGNVEEBRNDERRERTE
BWEREEB)MME  MABK
MEANBZ BHMERMEHE B R
ERARBEARRTHZEBITRAZ
10% ° £ fE 7] — F WA — (82 A
TEREZRBESRZBRGHEE - £
RIBARBZREAER - T5E®
AAREREHTETMBBE ZRHZ
1% MEBRBENB I IENITEERE
B AR A A B AR0.1% & EE B E B S
BETZARE  BAFEREBAQTR
R HLAE ©
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21.  SHARE OPTIONS (Continued) 21. RAREE (if"‘?)
The New Share Option Scheme will remain in force MRREFEE _EE_FT+—AT=
for a period of 10 years from 13 November 2002. BRAETEARE - EEZANRKRER -
A nominal consideration of $1 is payable on BYEAZMNBEI T ZREBARE -

acceptance of the grant of an option.

During the year ended 31 December 2004, no share REBEE_ZETEUNF+_A=+—BLtF
option has been granted under the New Share B mABRENBRETEIRED 2R
Option Scheme. The options already granted under Btk - MARBRREAE MR L 2R
the Share Option Scheme are unaffected. BEBTNZZE -

Movements of employee share options during the HE_ZZNF+_A=+—HLFE
year ended 31 December 2004 were: N RRENEFHINT

Number of shares

Granted Lapsed  Exercised
Subscription  Beginning during during during End
Date of grant Exercise period price per share of year the year the year the year of year
4 FEH FEH FEH 353
R¥EH TSR BROEE AOTRHBE RFHE WIHBE EORE KTRHE
000 '000 000 '000 '000
T T T T T
30th June 2000 1stJu|y 2003 to
ZEEER 30th June, 2010
~NA=TH “TE-FLA-RE
“E-FERAZTR §1.307 12,760 - (2,200) - 10,560
22.  RESERVES 22. &
(a) Group a. REME
Capital reserve (consolidated) represents the B (FE) RR—NUh\F
negative goodwill arising from the — A ARFWNE2ENB QA
acquisition of Proactive Technology Limited, CentreWorld Holding LtdfE {2 f#
a wholly-owned subsidiary, by CentreWorld ARAANS —RE2ENBLAAE
Holding Limited, another wholly-owned FUEHSA IR A B P EE A6 B R
subsidiary, in January, 1998. The Group has R - REERMNSTERER
adopted the transitional provisions allowed E30 AT R BEHGRHR  E
in SSAP 30, such that the negative goodwill “EE-F A HZATEWE
arising from acquisition before 1 January MEAZBBEHEHSERBIE
2001 will continue to be held in reserves i RARBEMIIE -

and no reinstatement has been made.
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22.  RESERVES (Continued) 22,  f#F#E (&)
(b) Company b. P NN
Share Share Contributed Accumulated
capital premium reserve deficits Total
[T R &EE MARH ZEFE o
$'000 $'000 $'000 $'000 $'000
i i i i i
Company NG|
As at T January 2003 R_ZE=F
-A—H 23,200 29,135 8,586 (31,764) 29,157
Loss attributable to REEEER
shareholders - - - (11,520 (11,520
As at T January 2004 W_2ENE
-A—H 23,200 29,135 8,586 (43,284) 17,637
Loss attributable to REEEER
shareholders - - - (607) (607)
Asat 31 December 2004 ~ R_FZTMWF
+ZRA=+-8 23,200 29,135 8,586 (43,891) 17,030

Under the Companies Act 1981 of Bermuda,
contributed surplus is distributable to
shareholders, subject to the condition that
the Company cannot declare or pay a
dividend, or make a distribution out of
contributed surplus if (i) it is, or would after
the payment be, unable to pay its liabilities
as they become due, or (ii) the realisable
value of its assets would thereby be less
than the aggregate of its liabilities and its
issued share capital and share premium

account.

The Company had no reserves available for
distribution to shareholders as at 31
December 2004 (2003 : Nil).

BEARE-NN—FQFE
RAFHNBABKA DT K
R ABARA LD RS Mk A
BRERKBARBIEHDBER -
(OZWNCIRN- AR e R S
TEEXNEIMIER - RDVHEE
WA EREESERmINER
BRHECBITRARAZERS
VEFHER - RIARRRAA{EHR
LHBEM - XHHDIK ©

R-FEME+-A=+—A
7R R I BRI Y
#B(CEe=7:m® -
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23.

Annual Report 2004 4 %

NOTES TO THE CONSOLIDATED STATEMENT OF 23.
CASH FLOWS
a. Reconciliation of loss before taxation to cash a.

(used in) generated from operations:

FERERERWE

Briinl iR B B (PR EAEZ
REZAEHE

2004 2003
—gemE | -TI=F
$000 $'000
Loss before taxation BRHAER (7,197) (4,781)
Interest income MEKA (14) (64)
Interest expense FERX 39 105
Depreciation of machinery and ErEEME
equipment 1,469 3,406
Net loss on disposal of machinery MHEETEEL
and equipment BEFE 75 401
Write off of development expenditures B % & F i 4 292 259
Share of (gain) loss of an associate HERERF (8h) BE (198) 377
Provision for impairment in value BEARRENEER
of an associate - 770

Operating (loss) profit before
working capital changes
Decrease in inventories
Decrease (increase) in trade
receivables
Decrease in prepayments,
deposits and other current assets
Increase in amount due from
an associate
(Decrease) increase in trade payables
Increase (decrease) in accruals
and other payables
Increase (decrease) in receipts

in advance

BEERHEENL
@2 (BR) 27

FERD

MRS (B )

BRE - B RA LR
Az
BB ELARALN

JEAS ARk CRL) i

HRER  AGEAEN
B ORd)

FWHIEE M OR D)

(5,534)
384

688

31

Cash (used in) generated

from operations

BE(MR)ELZRS

(3,841)




23.

24.
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NOTES TO THE CONSOLIDATED STATEMENT OF 23. #HmEeRERERMT (E)
CASH FLOWS (Continued)
b. Analysis of cash and cash equivalents is: b. RekERRSBESNEAT :
2004 2003
—ZEME —TE=F
$’000 $'000
Cash and bank deposits BeRBOIER 4,761 8,306
Bank overdrafts BAEY (393) (182)
Trust receipts bank loans EERBERTER (481) (314)
3,887 7,810
SEGMENT INFORMATION 24, DEEH

The primary segment is defined by major product
and operational units, while secondary segment is

defined by geographical location of customers.

a. Primary segment
The Group is organised into three products
and operational units - telecommunications
products, computer telephony and other
products. The telecommunications products
and computer telephony products units
derive revenue from supply, development
and integration of telecommunications and
computer telephony system and solutions,
respectively. They also earn rental income
from leasing telecommunications
equipments and computer telephony systems
and earn fees for consulting and
maintenance services. The other products
unit derives sales revenue from sale of

Wireless LAN products.

BFEERDZEBREZERLEBEMM
B MmEER DIRRE PR D M

s -

a.  EEE3
AEEDRBEAER  BWE
ERAMERSAERREGE
R - BRESRREMKES
EREBETHBIEBHEE - 5
FREABHEEER RS RN
BT EE R RRH D R
ERA - EREARERENE
ERRRBUDER RN - LE
S8 1 4 1 0 A 4 R T PR R &
RIABEIRISUA © KRS
B i1 3 84 5 4 4R L 4B 2 R KR
WEKA -
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24.  SEGMENT INFORMATION (Continued) 24. DEBER(E)
a. Primary segment (Continued) a. BFEER (8)
Analysis by business segment is as follow: REBBEMLDEDNWAT :
2004 2003
—gEmE | -TI=F
$'000 $'000
Turnover =3
— Telecommunications —-&i 6,961 18,379
- Computer telephony -—BRER 10,554 11,174
- Others -Ef - 906
17,515 30,459
Loss attributable to shareholders BREEEBE
— Telecommunications —-&i 545 8,890
- Computer telephony —EREHR 2,852 3,375
- Others —Hft - (249) —
Segment profit DERT 3,397 12,016 A —
Unallocated expenses RAEMRA (10,767) . el

Loss from operations gEBR (7,370)
Interest income FIEBA 14
Interest expense MERX 39)
Provision for impairment in value BEAFRE

of investment in an associate REEE -
Share of gain (loss) of an associate FEEBED R CEM) BB 198

Loss before taxation B ERE (7,197)
Taxation IR (51)

(7,248)

Depreciation
- Telecommunications
- Computer telephony
- Unallocated

Capital expenditures

- Telecommunications
- Computer telephony
- Unallocated
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24.  SEGMENT INFORMATION (Continued) 24. DEER (E)
a. Primary segment (Continued) a. BFEER (8)
2004 2003
“sEms | -TI=F
$'000 $'000
Assets BE
- Telecommunications —-&i 3,863 5,018
- Computer telephony -“BRER 2,633 3,101
- Others -Eft - 51
- Unallocated kDR 11,253 15,417
17,749 23,587
Liabilities B
- Telecommunications -&i 3,337 1,454
- Computer telephony -“BRER 1,892 2,894
F - Unallocated kDl 2,118 1,602
e - 7,347 5,950

Secondary segment

Analysis by geographical
follows:

location is as

R E AR B
BRREPHESMWMT

2004
—ZEME
$/000

Turnover
- Hong Kong
- China

- Taiwan

Loss attributable to shareholders
- Hong Kong
- China
- Taiwan
- Australia
Singapore

R 51
5%
- 48
-6
M
~#g
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24.  SEGMENT INFORMATION (Continued) 24, DEER (E)
b. Secondary segment (Continued) b. HOREER ()
2004 2003
—EFEME —TZ=F
$'000 $'000
Assets BE
- Hong Kong -5 14,803 18,536
— China —f 2,946 4,950
- Taiwan -8 - 38
- Australia =M - 46
- Singapore — F - 17
17,749 23,587
Liabilities B
~ Hong Kong &8 7,300 5,896 -
- China - 47 29
- Taiwan -8 - 9 —
- Australia &M - 12 ‘
- Singapore — R - 4 AT —
7,347

25.  COMMITMENTS AND CONTINGENT LIABILITIES 25, AERIAKE
a. Operating lease commitments a. REHERYESE
The Group had operating lease commitments AEEREBEZEAEERBYEZ
in respect of premises under various non- TR EHEHEFTEITA
cancellable operating lease agreements. The EHERA A - REZFEE
commitments payable under these T E 24 T B e RERE D
agreements are analysed as follows: T -

Consolidated Company
) 27
2004 2003 2004
“EERE 2T=F | Z2TQRE
$'000 $'000 $'000
T T T

Amounts payable RTHIHRZ
within a period of EREE:
- within one year -—£R

- between one and
two years
between two and

five years
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25. COMMITMENTS AND CONTINGENT LIABILITIES 25. AERIAREEE)
(Continued)
a. Operating lease commitments (Continued) a. REHERZNRE(E)
The commitments payable within the next E AR R+ 8 A R Rz A&
twelve months are analysed as follows: EEOWMT
Consolidated Company
Ga A
2004 2003 2004 2003
“EEME -ZT=F | ZEEME  -ZT=F
$'000 $'000 $'000 $'000
i Fr i Tr
Leases expiring RIFIEBRER 2
within a period RE2Y
- not exceeding -—%R
— one year 167 338 - -
~within one and -—FRERER
F__ five years 240 570 - -
"i'-fﬁ--i' 407 908 - .

XREE

Contingent liabilities

Consolidated Company

58 27
2004 2004
ZEEME  CREZF | ZREMRE
$'000 $'000
T T T T

ZET=F

BHRE 177 177

ARAGE
WBARZBRTRE
ez &R

Performance bond

Guarantee provided to banks
for banking facilities
granted to subsidiaries
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26.

27.

PENSIONS SCHEMES

The Group maintains various retirement schemes
for its employees. The retirement scheme for
employees of PRC representative office is a
mandatory central pension scheme organized by
the PRC government, the assets of which are held
separatively from those of the Group. Contributions
made are based on a percentage of the eligible
employees’ salaries and are charged to the income
statement as they became payable, in accordance
with the rules of the scheme. The employer
contributions vest fully once they are made. The
Group’s Hong Kong employees are covered by the
mandatory provident fund, which is managed by
an independent trustee. The Group and its Hong
Kong employees each make monthly contributions
to the scheme at 5% of the employees’ cash income
with the maximum contribution by each of the
Group and the employees limited to $1,000 per

month.

During the year, the aggregate contributions made
by the Group to the retirement schemes were
approximately $293,000 (2003: $429,000). During
the year, there were no material forfeitures available
to offset the Group’s future contributions (2003:
Nil).

BANKING FACILITIES AND PLEDGE OF ASSETS
As at 31 December 2004, the Group had aggregate
banking facilities of approximately $6,200,000
(2003: $6,200,000) from several banks for
overdrafts, loans, and trade financing. Unused
facilities as at the same date amounted to
approximately $5,148,000 (2003: $5,536,000).
These facilities were secured by pledges of the
Group’s bank deposits of approximately $5,002,000
(2003: $5,002,000). The Group did not have any
charges on other assets as at 31 December 2004
and 2003.

26.

27.

BRIKER S
AEBAHEBE R LT RAEKRER
Bl o AEERFBREZHEREAEE TR
8 28— 1A i P B KT AR A 2 o8 1% R
JRIKETE] - ZEBICEERAEERY
BESAER - BIFZTEZRA - #
ROIEEEREETMZEDLEE
WR BB R ERE RPN - B X
HE—BHEL  E2HEEBMA - A%
EAESEBKREBRVAESIHE KN
SEREEGRAHUEREBEBAALRN
5%{EH AR - R ER &1,0007T © &
EHECEERAKSBZEEIRAE
I o

RAEE - AEBEHIEBRIKEFTE
Z A £49293,0007T (T =4 ¢
429,0007T) ° NFER - AEEEBE

MERRZ HHR(—FT=F: &) -

TRREREEIRHE
R-_ZTEWFE+—_A=+—8  A&£H
HAEBITEE FE A5 46,200,0007T
(ZZ=ZT =% : 6,200,0007T) ' BIEBE
Y CEBERREIBME  UASEEZS
$R17 2 F HiTF 3 #95,002,0007T (=T ZF
=4 : 5,002,0007T) {EER - B A - &
REABBRERELLL A5,148,0007T (=
TE=F : 5,536,0007T) ° NEENKRZ
ZERFR_EE=F+_A=+—H
R b EERA o



FINANCIAL SUMMARY Bf #% 5 &

RESULTS E4
Year ended 31 December
BE+-A=1+-ALEE
2000 2001 2002 2003 2004
“TETF T CZTT-F ZTT=F C"TEME
$'000 $/000 $/000 $/000 $'000
T T T T T
Turnover =X 63,816 49,355 26,312 30,459 17,515
Cost of sales HERA (27,164) (19,473) (10,149) (12,297) (9,386)
Gross profit E7 36,652 29,882 16,163 18,162 8,129
57% 61% 62% 60% 46%
Other revenue HA A 103 - - - -
Distribution and selling AEREESH
expenses (679) (1,535) (58) (63) (20)
General and administrative ~ — R RITHE A X
expenses (42,765) (51,283) (25,331) (21,692) (15,479)
Loss from operations TEER (6,689) (22,936) (9,226) (3,593) (7,370)
Finance cost, net MEKKFE 629 383 49 (41) (25)
Loss on disposal of/ HEBE AR
provision for impairment BEER/
in value of investment HEEE
in an associate - (1,300) (187) (770) -
Loss on investments REBAEE - - 38) - -
Share of profit (loss) of DEBE N R)EF
associates (B8) (26) (54) (213) (377) 198
Loss before taxation BRI R AV ERE
and minority interest [ElRERAER (6,086) (23,907) (9,915) (4,781) (7,197)
Taxation IR 161 (122) (56) (81) (51)
Loss before minority Rt PERREER
interests AlEE (5,925) (24,029) (9,971) (4,862) (7,248)
Minority interests LYRREREGEE - 485 71 - -
Loss attributable to BRELERE
shareholders (5,925) (23,544) (9,900) (4,862) (7,248)
ASSETS & LIABILITIES SERAE
As at 31 December
R+t=ZA=+-8
2000 2001 2002 2003 2004
“TETF ZTT-F CZBTZ —TT= —ZEME
$'000 $/000 $/000 $/000 $'000
T T T T T
Total non-current assets ERBEERE 17,887 13,493 7,139 3,339 2,475
Total currents assets HBEERE 56,755 34,028 26,339 20,248 15,274
Total current liabilities TBAELE (18,382) (14,779) (11,047) (5,950) (7,347)
Total non-current NB O HREREEA
liabilities excluding ErRBEERE
minority interests (282) (43) - - -
Minority interests LYRRER - (413) - - -
Shareholder’s equity RREE 55,978 32,286 22,431 17,637 10,402




NOTICE OF ANNUAL GENERAL MEETING BRRBFAREE S

NOTICE IS HEREBY GIVEN THAT the annual general

meeting of Proactive Technology Holdings Limited (the
“Company”) will be held at 14th Floor, Bangkok Bank

Building, 18 Bonham Strand West Street, Sheung Wan,
Hong Kong on Monday, 25 April 2005 at 3:30 p.m. for

the following purposes:

1. to receive and consider the audited financial statements

and the reports of the Directors and auditors of the

Company and its subsidiaries for the year ended 31
December 2004;

2. to re-elect the retiring Directors and authorise the board

of Directors to fix the Directors’ remuneration;

3. to re-appoint auditors and authorise the board of

Directors to fix their remuneration;

As special business, to consider and, if thought fit, to pass

the following resolutions as ordinary resolutions:

4. THAT:

(a) subject to paragraph (b) and (c) of this Resolution,

(b

=

the exercise by the Directors during the Relevant
Period (as hereinafter defined) of all powers of the
Company to allot, issue and deal with additional
shares of the Company and to make or grant offers,
agreements and options which might require the
exercise of such powers, be and the same is hereby

generally and unconditionally approved;

the approval in paragraph (a) of this Resolution
shall be in addition to any other authorisation given
to the Directors and shall authorise the Directors
on behalf of the Company during the Relevant
Period to make or grant offers, agreements and
options which might require the exercise of such

powers after the end of the Relevant Period;
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NOTICE OF ANNUAL GENERAL MEETING BRERBE K=

(c) the aggregate nominal amount of share capital

issued, allotted or dealt with or agreed conditionally
or unconditionally to be allotted (whether pursuant
to options or otherwise) and issued by the Directors
pursuant to the approval in paragraph (a) of this
Resolution, otherwise than pursuant to (i) a Rights
Issue (as hereinafter defined); or (ii) the exercise of
any option which may be granted under the share
option scheme of the Company or any other option
scheme or similar arrangement for the time being
adopted by the Company for the grant or issue to
officers and/or employees of the Company and/or
any of its subsidiaries of shares or rights to acquire
shares of the Company; or (iii) any scrip dividend
scheme or similar arrangements providing for the
allotment and issue of shares of the Company in
lieu of the whole or part of a dividend on shares of
the Company in accordance with the bye-laws of
the Company in force from time to time or a specific
authority granted by the shareholders of the
Company in general meeting, or (iv) rights or an
issue of shares of the Company upon the exercise
of any subscription rights attached to any existing
warrants of the Company or any existing securities
of the Company which carry rights to subscribe for
and/or are convertible into shares of the Company,

shall not exceed the aggregate of:

(i) 20% of the aggregate nominal amount of the
share capital of the Company in issue on the

date of the passing of this Resolution; and

(ii) (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%
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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(d) for the purpose 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 the next
annual general meeting of the Company is
required by the bye-laws of the Company, the
Companies Act 1981 of Bermuda, or any other
applicable law of the Bermuda to be held; and

(iii) the date passing of an ordinary resolution by
the shareholders of the Company in general
meeting revoking, varying or renewing the
authority given to the Directors by this

Resolution.

“Rights Issue” means an offer of shares in the
Company open for a period fixed by the Company
or by the Directors to holders of shares in the
Company on the register of members of the
Company on a fixed record date in proportion to
their holdings of such shares or class thereof
(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
law of, or the requirements of any recognised
regulatory body or any stock exchange applicable
to the Company).

5. THAT:

(a) subject to paragraph (b) and (c) of this Resolution,

the exercise by the Directors during the Relevant
Period (as hereinafter defined) of all powers of the
Company to repurchase its issued shares, subject
to and in accordance with all applicable laws and
rules and requirements of the Rules Governing the
Listing of Securities on the Growth Enterprise
Market on The Stock Exchange of Hong Kong
Limited as amended from time to time, be and the
same is hereby generally and unconditionally

approved;
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(b) the approval in paragraph (a) of this Resolution

(c)

(d

=

shall be in addition to any other authorisation given
to the Directors and shall authorise the Directors
on behalf of the Company during the Relevant
Period to procure the Company to repurchase its

issued shares at a price determined by the Directors;

the aggregate nominal amount of shares of the
Company which may be repurchased by the
Company pursuant to the approval in paragraph
(a) of this Resolution during the Relevant Period
shall not exceed 10% 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 said approval of this Resolution shall be limited
accordingly; and

for the purpose of this Resolution:
“Relevant Period” means the period from the date
of the passing of this Resolution until whichever is

the earliest of:

(i) the conclusion of the next annual general

meeting of the Company;

(ii

the expiration of the period within which the
next annual general meeting of the Company is
required by the Bye-laws of the Company, the
Companies Act 1981 of Bermuda, or any other
applicable law of Bermuda to be held; and

(iii) the date passing of an ordinary resolution by
the shareholders of the Company in general
meeting revoking, varying or renewing the
authority given to the Directors of the Company
by this Resolution.

(b)
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6. THAT condition upon the Resolution numbered 4 and

5 in the notice convening this meeting being passed,
the general mandate granted to the directors of the
Company to allot, issue and deal with additional shares
of the Company pursuant to Resolution numbered 4 in
the notice convening this meeting be and is hereby
extended by the addition thereto of an amount
representing the aggregate nominal value of shares
repurchased by the Company under the authority
granted pursuant to or in accordance with the authority
granted under the said Resolution numbered 5,
provided that such amount shall not exceed 10% of
the aggregate nominal amount of the issued share
capital of the Company at the date of passing this

resolution.
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the following resolutions as a special resolution: RIRFESR

As special business, to consider and, if thought fit, to pass

7. THAT the existing Bye-laws of the Company be and 7. BBREALQAZEBMAUEL TIMESR

are hereby amended in the following manner:

(a) By inserting the following new definition of
“associate” after the definition of “Act” in existing

Bye-law 1:

“associate”  the meaning attributed to it in the
rules of the Designated Stock

Exchange.”

(b

=

By deleting the words “a recognised clearing house
within the meaning of Section 2 of the Securities
and Futures (Clearing Houses) Ordinance of Hong
Kong or” from the definition of “clearing house” in

existing Bye-law 1;

(c) By inserting the words “or in such standard form
prescribed by the Designated Stock Exchange”
immediately after the words “in any other form

approved by the Board” in the Bye-law 46;

(d) By re-numbering existing Bye-law 76 as Bye-law
76(1);
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(e) By inserting the following as new Bye-law 76(2):

(h

=

“(2)Where the Company has knowledge that any
Member is, under the rules of the Designated
Stock Exchange, required to abstain from voting
on any particular resolution of the Company or
restricted to voting only for or only against any
particular resolution of the Company, any votes
cast by or on behalf of such Member in
contravention of such requirement or restriction

shall not be counted.”

By inserting the words “at the annual general
meeting” before, and the words “or at any special
general meeting” after, the words “in accordance
with Bye-law 87” in the third sentence of existing
Bye-law 86(1);

By deleting the words “Subject to any provision to
the contrary in these Bye-laws the” and replacing
therewith the word “The” at the beginning of
existing Bye-law 86(4);

By inserting the words “to the contrary” after the
words “notwithstanding anything” in existing Bye-
law 86(4);

By deleting the existing Bye-law 87(1) in its entirety
and replacing therewith the following new Bye-
law 87(1):

“87. (1) Notwithstanding any other provisions in
the Bye-laws, at each annual general
meeting one-third of the Directors for
the time being (or, if their number is
not a multiple of three (3), the number
nearest to but not less than one-third)

shall retire from office by rotation.”

(e)
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(j) By deleting the existing Bye-law 88 in its entirety

and replacing therewith the following new Bye-
law 88:

“88.

No person other than a Director retiring at
the meeting shall, unless recommended by
the Directors for election, be eligible for
election as a Director at any general meeting
unless a Notice signed by a Member (other
than the person to be proposed) duly
qualified to attend and vote at the meeting
for which such notice is given of his
intention to propose such person for election
and also a Notice signed by the person to
be proposed of his willingness to be elected
shall have been lodged at the head office or
at the Registration Office provided that the
minimum length of the period, during which
such Notice(s) are given, shall be at least
seven (7) days and that (if the Notice(s) are
submitted after the dispatch of the notice of
the general meeting appointed for such
election) the period for lodgment of such
Notice(s) shall commence on the day after
the dispatch of the notice of the general
meeting appointed for such election and end
no later than seven (7) days prior to the

date of such general meeting.”

(k) By deleting the existing Bye-law 103 in its entirety
and replacing therewith the following new Bye-
law 103:

103.

(1) A Director shall not vote (nor be
counted in the quorum) on any
resolution of the Board approving any
contract or arrangement or any other
proposal in which he or any of his
associates is materially interested, but
this prohibition shall not apply to any
of the following matters namely:

(i) any contract or arrangement for the
giving to such Director or his
associate(s) any security or
indemnity in respect of money lent
by him or any of his associates or
obligations incurred or undertaken
by him or any of his associates at
the request of or for the benefit of
the Company or any of its
subsidiaries;
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(ii)

(iii)

(iv)

(v)

NOTICE OF ANNUAL GENERAL MEETING BRERBE K=

any contract or arrangement for the
giving of any security or indemnity
to a third party in respect of a debt
or obligation of the Company or
any of its subsidiaries for which
the Director or his associate(s) has
himself/themselves assumed
responsibility in whole or in part
whether alone or jointly under a
guarantee or indemnity or by the

giving of security;

any contract or arrangement
concerning an offer of shares or
debentures or other securities of
or by the Company or any other
company which the Company may
promote or be interested in for
subscription or purchase, where
the Director or his associate(s) is/
are or is/are to be interested as a
participant in the underwriting or

sub-underwriting of the offer;

any contract or arrangement in
which the Director or his
associate(s) is/are interested in the
same manner as other holders of
shares or debentures or other
securities of the Company by virtue
only of his/their interest in shares
or debentures or other securities
of the Company;

any contract or arrangement
concerning any other company in
which the Director or his
associate(s) is/are interested only,
whether directly or indirectly, as
an officer or executive or a
shareholder or in which the
Director and any of his associates
are not in aggregate beneficially
interested in five (5) per cent or
more of the issued shares or of the
voting rights of any class of shares
of such company (or any third
company through which his
interest or that of any of his

associates is derived); or

(ii)
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(vi) any proposal or arrangement
concerning the adoption,
modification or operation of a
share option scheme, a pension
fund or retirement, death or
disability benefits scheme or other
arrangement which relates both to
directors, his associates and
employees of the Company or of
any of its subsidiaries and does not
provide in respect of any Director,
or his associate(s), as such any
privilege or advantage not
accorded generally to the class of
persons to which such scheme or
fund relates.

(2) A company shall be deemed to be a

company in which a Director and/or his
associate(s) owns five (5) per cent. or
more if and so long as (but only if and
so long as) he and/or his associates,
(either directly or indirectly) are the
holders of or beneficially interested in
five (5) per cent. or more of any class
of the equity share capital of such
company or of the voting rights
available to members of such company
(or of any third company through which
his interest or that of any of his
associates is derived). For the purpose
of this paragraph there shall be
disregarded any shares held by a
Director or his associate(s) as bare or
custodian trustee and in which he or
any of them has no beneficial interest,
any shares comprised in a trust in which
the interest of the Director or his
associate(s) is/are in reversion or
remainder if and so long as some other
person is entitled to receive the income
thereof, and any shares comprised in
an authorised unit trust scheme in which
the Director or his associate(s) is/are

interested only as a unit holder.
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NOTICE OF ANNUAL GENERAL MEETING BREBEASEE

Where a company in which a Director
and/or his associate(s) holds five (5) per
cent. or more is materially interested in
a transaction, then that Director and/or
his associate(s) shall also be deemed
materially interested in such transaction.

If any question shall arise at any
meeting of the Board as to the
materiality of the interest of a Director
(other than the chairman of the meeting)
or as to the entitlement of any Director
(other than such chairman) to vote and
such question is not resolved by his
voluntarily agreeing to abstain from
voting, such question shall be referred
to the chairman of the meeting and his
ruling in relation to such other Director
shall be final and conclusive except in
a case where the nature or extent of
the interest of the Director concerned
as known to such Director has not been
fairly disclosed to the Board. If any
question as aforesaid shall arise in
respect of the chairman of the meeting
such question shall be decided by a
resolution of the Board (for which
purpose such chairman shall not vote
thereon) and such resolution shall be
final and conclusive except in a case
where the nature or extent of the
interest of such chairman as known to
such chairman has not been fairly

disclosed to the Board.

8. To transact any other business.

By order of the Board
Proactive Technology Holdings Limited

Tsang Chi Hin

Chairman and Executive Director

Hong Kong, 31 March 2005
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NOTICE OF ANNUAL GENERAL MEETING BRRBFAREE S

Principal place of Business: HarEE

14th Floor BEAE LR

Bangkok Bank Building SCRL PR AT 1858

18 Bonham Strand West Street BARITANE412

Sheung Wan

Hong Kong

Notes: Kat -

1. A shareholder entitled to attend and vote at the meeting is 1. LARLEFELLAEERERRZER T ZIK
entitled to appoint a person or persons as his proxy or —UHBMRREFE  IRBRERAFGRER
proxies to attend and, on a poll, vote instead of him. A FEoXREREBEAEARARE -

proxy need not be a shareholder of the Company.

To be valid, a form of proxy must be completed and
returned to the head office and principal place of business
of the Company as soon as possible and in any event not
less than 48 hours before the time appointed for holding
the meeting and in default thereof the form of proxy shall
not be treated as valid. No instrument appointing a proxy
shall be valid after the expiry of 12 months from the date

named in it as at the date of its execution.

Delivery of an instrument appointing a proxy shall not
preclude a shareholder from attending and voting in person
at the meeting and in such event, the instrument appointing

a proxy shall be deemed to be revoked.

In relation to proposed Resolution numbered 5 above, the
Directors wish to state that they have no present intention
to repurchase any of its issued shares pursuant to the
relevant mandate but consider that the mandate will
provide the Company the flexibility to make such
repurchase when appropriate and beneficial to the

Company.

An explanatory statement containing the information
necessary to enable the shareholders of the Company to
make an informed decision to vote on the proposed
resolution as required by the Rules Governing the Listing
of Securities on the Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited will be included in the
accompanying circular and will be dispatched to

shareholders together with 2004 Annual Report.
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HEADQUARTERS
ERAAT

Proactive Technology Holdings Limited
Proactive Technology Limited

Proactive International Limited

Proactive Multimedia Marketing Agency Limited
14th Floor, Bangkok Bank Building

18 Bonham Strand West Street,

Sheung Wan, Hong Kong

BARFERER AT
BAREERAA
ENEBERA A
EMZEETSEREGRAT
BB LR SCE PR 185R
BARITRE141E

Tel No. & 3%: (852) 2259-7300
Fax No. {2 & : (852) 2598-8290

BEIJING OFFICE

It RFEE

Proactive Technology Development (Beijing) Limited
Room 1006, 10/F., Block B, Intelli-Centre,
No. 18 Zhong Guan Cun East Road,
Haidian District, Beijing, China

Zip: 100083
ETREABREERERAA

db 58 e [ HR B A IR R 1855

B %8 BIBR K = BE 1018 1006 =

4% : 100083

Tel No. E5E: (86) 10-8260-0801

Fax No. {55 : (86) 10-8260-0810

BEIJING ASSOCIATED COMPANY

bR EE A A

Beijing Teletron System Integration Company Limited
Room 1007-1009, 10/F., Block B, Intelli-Centre,
No. 18 Zhong Guan Cun East Road,

Haidian District, Beijing, China

Zip: 100083
tRTEEBRAENERA A

16 5 8 e [ HR BE A ER R 1855

B 48 BIBR K = BEE10/21007-1009 =

T 4%: 100083

Tel No. &% : (86) 10-8260-0801

Fax No. {5 E: (86) 10-8260-0810
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