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We will issue an announcement in Hong Kong to be published in the South China Morning Post

(in English) and the Hong Kong Economic Times (in Chinese) if there is any change in the following

expected timetable for the Hong Kong Public Offer.

2005

(Note 1)

Latest time to lodge PINK application forms . . . . . . . . . . 4 : 00 p.m. on Thursday, 20 October

Application lists open (Note 2) . . . . . . . . . . . . . . . . . . . . 11 : 45 p.m. on Friday, 21 October

Latest time to lodge WHITE and YELLOW application forms

and give electronic application instructions to HKSCC . . . 12 : 00 noon on Friday, 21 October

Application lists close (Note 2) . . . . . . . . . . . . . . . . . . . . 12 : 00 noon on Friday, 21 October

Price Determination Date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Friday, 21 October

Announcement of the Offer Price and the indication of the

levels of interest in the International Placing, the results

of applications in respect of the Hong Kong Public Offer,

the basis of allotment of the Hong Kong Public Offer,

and the number of Offer Shares, if any, reallocated

between the International Placing and the Hong Kong

Public Offer (with successful applicants’ identification

document numbers, where applicable) to be published

in the South China Morning Post (in English) and in

the Hong Kong Economic Times (in Chinese) on or before . . . . . . . . . Thursday, 27 October

Despatch/collection of Share certificates and/or refund

cheques, and deposit of Share certificates into

CCASS in respect of wholly or partially successful

applications on or before (Notes 3 and 4) . . . . . . . . . . . . . . . . . . . . Thursday, 27 October

Dealings in our Shares on the Main Board to commence on . . . . . . . . . . . . Friday, 28 October

Notes:

1. All times refer to Hong Kong local time. Details of the structure of the Share Offer, including the conditions, are set

forth in the section headed ‘‘Structure of the Share Offer’’ in this prospectus.

2. If there is a ‘‘black’’ rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong Kong

at any time between 9 : 00 a.m. and 12 : 00 noon on Friday, 21 October 2005, the application lists will not open or close

on that day. Further information is set forth in the paragraphs headed ‘‘Effect of bad weather on the opening of the

application lists’’ in the section headed ‘‘How to apply for Hong Kong Offer Shares’’ in this prospectus.

3. Applicants who apply for 1,000,000 Hong Kong Offer Shares or more using WHITE or YELLOW application forms

and who have indicated in their application forms that they wish to collect their Share certificates and/or refund

cheques (where relevant) personally, may collect them in person from the Hong Kong Share Registrar, at Rooms 1712–

16, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, from 9 : 00 a.m. to 1 : 00 p.m. on

Thursday, 27 October 2005 as described in the paragraphs headed ‘‘Despatch/collection of Share certificates and/or

refund cheques and deposit of Share certificates into CCASS’’ in the section headed ‘‘How to apply for Hong Kong

Offer Shares’’ in this prospectus. Applicants who are individuals and opt for personal collection must not authorise any

other person to make their collection on their behalf. Applicants who are corporations which opt for personal collection
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must attend by their authorised representative(s) bearing letter(s) of authorisation from their corporations stamped with

the corporation’s chop. Both individuals and authorised representatives, where relevant, must produce at the time of

collection evidence of identity acceptable to Computershare Hong Kong Investor Services Limited. Share certificates

and/or refund cheques not collected before 1 : 00 p.m. on Thursday, 27 October 2005 will be despatched by ordinary

post at the applicants’ own risk to the addresses specified in the relevant application forms. Further information is set

forth in the section headed ‘‘How to apply for Hong Kong Offer Shares’’ in this prospectus.

4. With respect to applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to

HKSCC for 1,000,000 or more Hong Kong Offer Shares and have indicated in their relevant application forms that they

wish to collect refund cheques (if any) in person, the procedures set forth under Note 3 above will apply. Further

information is set forth under the section headed ‘‘How to apply for Hong Kong Offer Shares’’ in this prospectus.

5. Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC should

refer to the paragraphs headed ‘‘How to apply by giving electronic application instructions to HKSCC’’ in the section

headed ‘‘How to apply for Hong Kong Offer Shares’’ in this prospectus for details.

Particulars of the conditions of the Share Offer are set forth in the section headed

‘‘Structure of the Share Offer’’ in this prospectus.

Share certificates will only become valid certificates of title if the Hong Kong Public Offer

has become unconditional in all respects and the Underwriting Agreement has not been

terminated in accordance with its terms at any time prior to 8 : 00 a.m. (Hong Kong time) on

the Listing Date (which is expected to be on Friday, 28 October 2005). Investors who trade

Shares on the basis of publicly available allocation details prior to the receipt of Share

certificates or prior to the Share certificates becoming valid certificates of title do so entirely at

their own risk.
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You should rely only on the information contained in this prospectus and the application

forms to make your investment decision.

Neither we have nor the Vendor has authorised anyone to provide you with information that

is different from what is contained in this prospectus.

Any information or representation not made in this prospectus and the application forms

must not be relied on by you as having been authorised by us, the Vendor, the Government, the

Sponsor, the Underwriters, any of their respective directors, or any other person involved in the

Share Offer.
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This summary aims to give you an overview of the information contained in this prospectus.

As it is a summary, it does not contain all the information that may be important to you. You

should read this prospectus in its entirety before you decide to invest in the Offer Shares.

Capitalised terms not defined in this summary are either defined in the section headed

‘‘Definitions’’ or in the section headed ‘‘Glossary’’ in this prospectus.

There are risks associated with any investment. Some of the particular risks in investing in

the Offer Shares are set forth in the section headed ‘‘Risk factors’’ in this prospectus. You should

read that section carefully before you decide to invest in the Offer Shares.

OVERVIEW

General background

We are a leading provider of trade-related electronic services for both Hong Kong and

international business communities. Our electronic platform facilitates trade among corporate

subscribers and logistics service providers based in Hong Kong or overseas, and their dealings with

relevant authorities. We were the first company appointed by the Government to provide

Government Electronic Trading Services in relation to certain official trade-related documents in

Hong Kong. We continue to command a leading position in the provision of Government Electronic

Trading Services in relation to import and export declarations (TDEC) and dutiable commodities

permits (DCP) with a market share of approximately 97% in 2004 and approximately 94% for the six

months ended 30 June 2005 for TDEC with reference to the total number of TDEC received by the

Census Department, and a market share of approximately 99% for the six months ended 30 June

2005 for DCP with reference to the total number of DCP applications received by the HK Customs.

As at the Latest Practicable Date, we were the sole provider of Government Electronic Trading

Services in relation to certificates of origin (CO), electronic submission of manifests in respect of

cargoes carried by air, rail or water (EMAN), product notifications (PN) and the Textile Trader

Registration Scheme (TTRS).

Operating under the name of ‘‘Tradelink’’ since January 1997, we enjoyed a first-

mover advantage under the exclusive Government Franchise until 31 December 2003. This has

enabled us to gain a strong foothold in the Hong Kong market for our services. Building from this

foundation, we have evolved and expanded the scope of our electronic services to cover both

governmental and non-governmental applications and businesses. As at the Latest Practicable Date,

our registered subscribers were in excess of 54,000. Our services are also available to other non-

registered customers visiting our service centres in Hong Kong.

Industry highlights

Hong Kong is widely considered to be a free and open economy. As one of Asia’s key business

and trading hubs, the level of Hong Kong’s total imports and exports by value has been consistently

strong. In 2004, the total value of Hong Kong trade (comprising of imports into, and exports out of,

Hong Kong) ranked third within the Asia Pacific region, after Mainland China and Japan. Hong

Kong is also a key international logistics hub in Asia. The strong expansion of the cargo base in the

southern part of Mainland China has been a driver of port traffic growth in Hong Kong. Hong

Kong’s external trade has continued to grow in recent years. After an approximately 5.4% growth in

2002, Hong Kong’s total exports increased by approximately 11.7% and 15.9% in 2003 and 2004
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respectively. Hong Kong is also expected to benefit from the generally favourable world economy

which should, in turn, have a positive effect on trading activities in the southern part of Mainland

China.

Hong Kong is one of the most important entrepots for Mainland China. According to the

statistics collected by MOFCOM, Hong Kong was ranked the fourth largest trading partner of

Mainland China after the EU, US and Japan, with trade amounting to approximately US$112.7

billion (approximately HK$879.06 billion) in 2004, accounting for approximately 9.8% of Mainland

China’s total trade in that year.

SERVICE OFFERINGS

Our trade-related electronic services can broadly be categorised into two groups: (i) public

sector services; and (ii) private sector and international services.

For each of the three years ended 31 December 2004 and the four months ended 30 April 2005,

turnover generated from our public sector services represented approximately 94.0%, 94.2%, 95.1%

and 95.3% of our total turnover respectively, whilst the rest of our turnover was generated from our

private sector and international services.

Public sector services

Our public sector services are essentially services that are licensed to us by the Government on

a non-exclusive basis under the GETS Agreements, whereby we act as a medium between the

Government and private sector companies by providing value-added electronic solutions to the

otherwise paper-bound application and submission processes for certain official trade-related

documents. Besides direct access to our electronic platform, customers with no ready access to

online connection with our system can also make use of our supporting services of converting paper-

form submissions into electronic-form submissions. The electronic solutions referred to include the

electronic application and/or submission of the following documentation:

. Import and export declarations (TDEC)

Since 1997, we have provided our registered subscribers with an online platform over

which these declarations could be sent to us for onward submission to the HK Customs.

. Production notifications (PN)

Manufacturers and their subcontractors, if any, producing cut-and-sewn garments in Hong

Kong can prepare, sign and lodge their PN electronically via our online platform to the Trade

and Industry Department.

. Certificates of origin (CO)

We provide an online platform for the electronic submission of applications for, and

receipts of, CO from the Trade and Industry Department or one of the five Government

Approved Certification Organisations.

. Dutiable commodities permits (DCP)

Our service allows dutiable commodities traders to apply for and receive various types of

DCP electronically from the HK Customs.

SUMMARY

— 2 —



. Electronic submission of manifests in respect of cargoes carried by air, rail or water

(EMAN)

We provide an online platform for the submission of air, rail, and water cargo manifests

to the HK Customs, the Census Department and the Trade and Industry Department.

. Textiles Trader Registration Scheme (TTRS)

Under the TTRS of the Government, a registered trader may be exempted from the

licensing requirements in respect of textiles which fall within the scope of such scheme. When

a registered trader relies on the exemption granted to him under the scheme, the appropriate

notifications must be filed with the Trade and Industry Department. Our service provides a

platform for the delivery and processing of all notifications under the scheme electronically.

Private sector and international services

Our private sector and international services are principally electronic trade-related and B2B

information and documentation services. Our services also cover the electronic submission of trade-

related information by private sector companies to certain authorities outside Hong Kong. Most of

these services, such as trader documentation services, electronic shipping orders and automated

manifest services, are offered directly by us, whilst some such as Jingmao Link (also known as ‘‘JM-

Link’’) ( ) are offered jointly with our business partners. Our principal private sector and

international services include the following:

. Trader documentation service

Our trader documentation service is a web-based solution that facilitates secured

electronic document exchange by trading partners for Hong Kong and international trade

transactions (including those for procurement, logistics and statutory purposes). This service is

integrated with our GETS Services in relation to TDEC and other services, and enables traders

and logistics service providers to prepare and execute a complete set of trade and commercial

documents electronically.

. Electronic shipping order service

Our electronic shipping order service provides a platform for the electronic submission

and issue of shipping orders and draft bills of lading to and from shippers, forwarders and

carriers. We have entered into agreements with Inttra Inc. (a US-based industry consortium

whose aim is to facilitate electronic ocean cargo management) and GT Nexus, Inc. (a US-based

provider of supply chain software) respectively for the provision of an all-in-one

communication channel for industry players. Through our connection with these two

organisations, shippers and forwarders can transact with most major carriers using our online

platform which connects to the Inttra and GT Nexus carrier gateways.

. Automated manifest service

Our automated manifest service is a solution for carriers and non-vessel operating

common carriers (or more commonly known as NVOCCs within the transport industry) to

electronically submit advance cargo information to the US Customs or the Canadian Customs

24 hours prior to the lading of US-bound or Canada-bound cargoes at foreign ports, in

compliance with the relevant US or Canadian regulations. Launched in 2003 (for US-bound

SUMMARY

— 3 —



cargo) and in 2004 (for Canada-bound cargo) respectively, our solution also integrates with our

shipping order service so that carriers and NVOCCs can electronically obtain certain cargo

information from shippers or forwarders in a timely manner for the purpose of meeting the US

and Canadian Customs requirements.

. Digital certificates

Digital certificates used for supporting digital signatures enable electronic transactions to

be conducted in a secured manner. Digital certificates issued by Digi-Sign, our wholly-owned

subsidiary, are issued under the trade name of ID-Cert.

. Jingmao Link ( )

Jingmao Link (also known as ‘‘JM-Link’’) ( ) is a synchronised cross-border

electronic information system which facilitates the preparation of certain Hong Kong/Mainland

China cross-border trade documents. These include the electronic applications for MOFCOM

processing trade contracts, and the provision of real-time synchronisation of data between the

Hong Kong and Mainland China counterparties in the approved processing trade contracts and

other documents required by the authorities in Hong Kong and Mainland China, as well as

other commercial and logistics cross-border documents.

Revenue model

Our services are available to registered subscribers as well as ad hoc customers who visit our

self-operated or franchised service centres. Registered subscribers pay an annual subscription fee and

can enjoy the convenience of connecting to our system from their own offices. Ad hoc customers

who use our over-the-counter services must physically attend our self-operated or franchised service

centres and pay a handling charge for the conversion of paper data into electronic form. Both

registered subscribers and ad hoc customers also pay transaction-based fees, although the former

may sometimes enjoy promotional benefits. Certain support services, such as digital certificates

issued to our registered customers for digitally-signed electronic documents, are provided free of

charge as part of our value-added service commitment. As a result, our turnover is mainly generated

through basic annual subscription fees and transaction-based charges. For each of the three years

ended 31 December 2004 and the four months ended 30 April 2005, annual subscription fees

represented approximately 8.3%, 7.9%, 7.1% and 8.5% of our annual total turnover respectively, and

transaction-based charges represented approximately 89.4%, 89.3%, 90.5% and 90.3% of our total

turnover for the period respectively.

COMPETITIVE STRENGTHS

First-mover advantage and established market presence

We enjoyed a first-mover advantage during the term of the exclusive Government Franchise

between 1 January 1997 and 31 December 2003. This first-mover advantage gave us the opportunity

to capture the largest market share in the provision of Government Electronic Trading Services.

Although the Government has appointed an additional service provider to offer Government

Electronic Trading Services in relation to TDEC and DCP which commenced in January 2004 and

August 2004 respectively, we have been able to maintain a leading position in the provision of the

relevant services. We had enjoyed a market share of approximately 97% in 2004 and approximately

94% for the six months ended 30 June 2005 for TDEC with reference to the total number of TDEC
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received by the Census Department, and a market share of approximately 99% for the six months

ended June 2005 for DCP with reference to the total number of DCP applications received by the

HK Customs.

Proven business model and track record

With more than eight years in operation, we have achieved wide market recognition and

established a track record of profitability. Our Directors believe that such proven business model and

track record is a solid foundation from which we will continue to expand, both in terms of service

offerings and in terms of geographical coverage through international alliances and partnerships.

Wide range of complementary services

We believe that we have proven our ability to deliver a wide range of reliable and efficient

trade-related electronic services to both the public and private sectors in Hong Kong. The

establishment of strong customer relationships has enabled us to gain a better understanding of

customer needs and hence formulate a set of complementary service offerings. Our Directors believe

that such flexibility and dedication towards meeting market demands has provided a basis for

increased levels of customer trust and loyalty, which in turn gives us a competitive edge in

promoting future services to the market.

Sophisticated and well-maintained information technology infrastructure

The architectural design of our information technology infrastructure was developed and

implemented by Hewlett-Packard HK SAR Limited and follows the principles of distributed

solutions current in the market. Our systems comprise an operation site and a disaster-recovery site

in Hong Kong (both of which are managed by a third party data centre management service

provider), providing high resilience for both data and operating environments so that any loss of the

operations data centre or its functions will not prevent us from continuing to provide our services.

Our remote disaster recovery site provides for a full redundancy set up to ensure that production

data is instantaneously copied to the disaster recovery site and that no data is lost in the event of the

production site being disabled. A disaster recovery plan is adopted to ensure that service could be

restored for production as soon as possible, and we expect to resume our services in the disaster

recovery site within two to four hours.

Our software application platform also employs open standards and other common Internet

protocols to ensure we have the capability to inter-operate with other system platforms when

necessary.

Experienced and motivated management team

We have an experienced and motivated management team with diverse backgrounds and

substantial expertise in both the public and private sectors. The in-depth and hands-on knowledge of

our senior management in our business, coupled with many years of experience of working with the

Government, has also resulted in a flexible and responsive management of operations. Our Directors

believe that our Group will be able to benefit from the strong industry experience, industry

connections and market awareness of our management team to enhance the development and

expansion of our business.
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BUSINESS STRATEGIES

Our goal is to create long-term shareholder value and to maintain our position as a leading

provider of trade-related electronic services to both the Hong Kong and international business

communities. Our overall business strategy is to maintain a constant stream of revenue from our

existing core business in the provision of GETS Services, while expanding into, and maximising our

return in, other commercial services for the business community in general.

With Hong Kong as a key international trading hub, we aim to enhance the productivity and

competitiveness of Hong Kong’s trading community by making available a range of value-added

electronic services. Our Directors expect the penetration rates of electronic commercial transactions

conducted by the business community to increase as: (i) the popularity in the use of Internet and

electronic data interchange services increases; and (ii) new technological advances further reduce the

costs of IT systems.

Mainland China has been one of the world’s fastest growing economies in the past decade and

is Hong Kong’s largest trading partner. Our Directors believe that, with rapidly growing

international trade volume in Mainland China and its government’s initiative to streamline and

use the Internet to carry out various government operations, Mainland China would become an

attractive market for us in the future.

In the international arena, our Directors believe that most of our customers are primarily

engaged in international trade. Therefore, the ability to extend their reach to overseas buyers and

suppliers is an important part of our strategy. Our Directors believe that we could gain benefits

through co-operation with regional industry players. Being a member of the Pan Asian E-Commerce

Alliance, we are in a position to leverage on our relationship with other members of the alliance to

strengthen our market presence and reputation.

FUTURE PLANS AND PROSPECTS

We intend to grow our business through the creation and development of new services, by

leveraging on our existing services and customer base, either on our own or through business or

equity co-operation with strategic partners. In particular, our Directors intend to pursue the

following opportunities:

. Digital Trade and Transportation Network (DTTN)

The DTTN, as conceived in a consultancy study commissioned by the Government and

endorsed by the Hong Kong Logistics Development Council (LOGSCOUNCIL), will offer a

common e-platform to facilitate information flow along the supply chain and promote trade and

logistics service integration both in the region and globally. On the recommendation of the

LOGSCOUNCIL, the Government entered into discussion with us on the development of the

DTTN. It is our expectation that DTTN will provide a stable and reliable technology platform

for the promotion, development and delivery of innovative value-added services. Our Directors

believe that this will act as a catalyst to promote electronic business adoption especially by

small and medium-sized enterprises (SMEs). In the consultancy study, it is envisaged that the

implementation of the DTTN will reinforce Hong Kong’s status as the preferred international

and regional logistics hub and a supply-chain base. The Government entered into discussion

with us to define the service parameters, service levels, pricing model and implementation

programme of the DTTN which discussion led to the signing of the DTTN Operating

Agreement with the DTTNCo.
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It is our intention that the DTTN will offer an infrastructure for shared use to allow

businesses to communicate electronically to support trade and logistics transactions through the

provision of electronic-document delivery services. It will also provide a convenient window to

trade and transportation service providers, and the opportunity to optimise logistics processes

through support for the major processes and e-documents required for international trade. It is

also our intention that the DTTN will serve as an open platform for common use by both Hong

Kong and international users.

Our Directors believe that this common platform for the electronic exchange of

information and documents among companies (covering more than 60 commonly used

commercial documents) will complement our public sector services. Marketing of the DTTN

services has commenced and the initial response has been encouraging, particularly from the

logistics industry. It is anticipated that DTTN will serve both as a domestic channel of

communication within the Hong Kong business community as well as a gateway to the regional

and international markets.

During the Track Record Period, DTTNCo was a wholly-owned subsidiary of the

Company. Pursuant to the DTTNCo Acquisition Agreement, completion of the DTTN

Restructuring took place on 31 August 2005, when we transferred to the Vendor 31,500,000

shares in DTTNCo. This represents approximately 29.17% of the issued share capital of

DTTNCo as at the Latest Practicable Date, and the Company continues to hold approximately

70.83% of the issued share capital of DTTNCo. DTTNCo is, accordingly, our non-wholly

owned subsidiary. The DTTN Restructuring is subject to the fulfilment of a condition

subsequent described in the section headed ‘‘Connected transactions and arrangements relating

to DTTNCo’’. As at the Latest Practicable Date, such condition subsequent has not been

fulfilled. Pursuant to the terms of the DTTNCo Acquisition Agreement, such condition

subsequent must be fulfilled prior to 31 August 2006. DTTNCo is considering to invite other

parties to subscribe for new shares in DTTNCo. Under the DTTNCo Shareholders’ Agreement,

our shareholding and the Vendor’s shareholding in DTTNCo may be diluted as a result of

subsequent allotments of new shares by DTTNCo to new investors (if any), provided that the

Vendor’s shareholding may not be diluted to below 21% save with the prior written consent of

the Vendor. Details of the DTTN Restructuring, including of the DTTNCo Acquisition

Agreement and the DTTNCo Shareholders’ Agreement, are set forth under the section

‘‘Connected transactions and arrangements relating to DTTNCo’’.

. Electronic Outward Processing Arrangement (OPA)

Under the OPA of the Government, eligible manufacturers registered with the Trade and

Industry Department can sub-contract outside Hong Kong certain non-origin conferring

processes of certain goods without affecting the eligibility of such goods to attain Hong

Kong-origin status. Subject to the successful conclusion of the discussions between the

Government and the authorities of Mainland China and subject further to the conclusion of a

non-exclusive agreement (if any) between us and the Government, we intend to provide a

service to these manufacturers for the application of exemption from textiles export duty

imposed by the authorities of Mainland China when such products are re-imported into Hong

Kong under the OPA.
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. Electronic submission of advance information and manifests for cross-border cargoes

carried by road transport

The Government has been studying the feasibility of introducing the electronic submission

of advance information and manifests both in respect of cross-border cargoes carried by road

transport. If the Government does invite tenders for these two services, it is our intention to bid

for them.

We are also constantly seeking other investment opportunities to increase our revenue stream

and profits. We will also consider other strategic investments, so long as such investments would

facilitate our long-term business objectives.

USE OF PROCEEDS FROM THE NEW ISSUE

We intend to utilise the net proceeds from the New Issue to finance our future development

plans, strengthen our capital base and improve our financial position. The net proceeds from the

New Issue (after deduction of underwriting fees and estimated expenses payable by us in relation to

the Share Offer, and assuming an Offer Price of HK$1.19 per Share, being the mid-point of the

stated range of the Offer Price of HK$1.09 and HK$1.29 per Share), are estimated to be

approximately HK$53.8 million. We currently intend to use such net proceeds as follows:

. approximately HK$40.0 million for the identification and development of new electronic

services such as the electronic submission of advance information and manifests in respect

of cargoes carried by the road mode of transport across the land boundary, and new

services relating to application of RFID (radio frequency identification) technology in

logistics. The Directors do not intend to use this part of the proceeds for the development

of DTTN; and

. the remaining balance as our general working capital.

Assuming an Offer Price of HK$1.19 per Share, being the mid-point of the stated Offer Price

range, the net proceeds to be applied as general working capital would amount to approximately

25.7% of our net proceeds from the New Issue.

To the extent that the net proceeds from the New Issue are not immediately required for the

above purposes or if we are unable to carry out any part of our future development plans as

intended, we may place such funds in short-term deposits with banks and/or financial institutions for

so long as it is in our best interests to do so.

In the event that the final Offer Price is fixed at HK$1.09 per Share, being the lowest point of

the Offer Price range, the net proceeds are estimated to be approximately HK$48 million. In such

circumstances, the Directors intend to reduce the application of the proceeds for general working

capital by approximately HK$6 million.

In the event that the final Offer Price is fixed at HK$1.29 per Share, being the highest point of

the Offer Price range, the net proceeds are estimated to be approximately HK$59 million. In such

circumstances, the Directors intend to increase the application of the proceeds for general working

capital by approximately HK$5 million.
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The proceeds received by the Vendor from the Offer for Sale will be credited to the Capital

Investment Fund of the Government in accordance with the Resolution passed by the Legislative

Council (Chapter 2B of the Laws of Hong Kong) pursuant to section 29 of the Public Finance

Ordinance, (Chapter 2 of the Laws of Hong Kong) on 14 March 1990 for the setting up of such fund.

We will not receive any part of the proceeds derived by the Vendor from the Offer for Sale.

RISK FACTORS

Our Directors consider that the operation of our business is subject to a number of risk factors

which can be broadly categorised into: risks relating to our business; regulatory, political and

economic risks; risks relating to Mainland China; risks relating to the Internet sector; risks relating

to our Shares; and issues to consider in relation to statements made in this prospectus. Set forth

below is a summary of these risks. For more information on such risk factors, please refer to the

section headed ‘‘Risk factors’’ in this prospectus.

Risks relating to our business

. We ceased to enjoy exclusivity for the provision of public sector services since the beginning

of 2004 and may face further competition in the future.

. The fees chargeable for the provision of GETS are capped.

. The Government may terminate the GETS Agreements prior to their expiry date.

. The rights granted by the Government to us may or may not be renewed, irrespective of the

Government being our Shareholder.

. The scope of our public sector services may be reduced due to reasons beyond our control.

. Implementation of DTTN may not be successful.

. We face competition from the Postmaster General.

. Our future profitability depends on increasing demand for electronic transactions, the

successful introduction of new services and the further development of the Internet and e-

commerce.

. We may not be able to establish and/or retain strategic partnerships and/or other alliances and/

or joint ventures and such strategic partnerships, alliances or joint ventures may not be

profitable.

. We rely on third party software and hardware systems that are susceptible to failure and

misuse.

. If we fail to effectively manage our future expansion, our financial position may be adversely

affected.

. We rely on certain key personnel.

. We rely on out-sourcing.
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. We rely on certain intellectual property rights.

. There is limited insurance coverage for our business.

. Our ability to declare and pay dividends to our Shareholders in the future is subject to various

factors.

Regulatory, political and economic risks

. The Government as regulator and Shareholder may give rise to conflicts of interest.

. The policies of the Government may change.

. The laws relating to IT and e-commerce, including the Electronic Transactions Ordinance, may

change such that our business could be adversely affected.

. Abolition of textiles quotas and other trade restrictions may have an adverse impact on us.

. The Government may review and modify the Government Electronic Trading Services.

. The laws and regulations relating to the submission of documents to the Government may

change such that our business could be adversely affected.

. The conduct of certain parts of our business require Government licences and/or authorisations.

. There are certain political risks associated with doing business in Hong Kong.

. A devaluation of the HK dollar may increase costs associated with our capital expansion.

. The economic climate in Hong Kong and Asia could be volatile.

. Increases in direct trans-shipments between Mainland China and Taiwan will have an adverse

impact on our business.

. Increases in diversion of cargoes through ports in Mainland China will have an adverse impact

on our business.

. There are litigation risks which may jeopardise the success of the Share Offer.

Risks relating to Mainland China

. There are political and economic risks of doing business in Mainland China.

. There are uncertainties regarding interpretation and enforcement of laws and regulations in

Mainland China.

. There are currency conversion and exchange rate risks.

Risks relating to the Internet sector

. Our operations depend on a reliable Internet infrastructure.
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. If we are unable to keep abreast of the latest technology development and evolving industry

standards, our services and products may become obsolete.

. Internet transactions and communications could have security concerns.

. Our computer systems may be vulnerable to hacking, viruses and other disruptions.

. The legal framework with respect to Internet and e-commerce in Hong Kong is developing.

Risks relating to our Shares

. An active trading market for our Shares may not develop and their market price may be subject

to volatility.

. Sales of substantial amounts of our Shares in the public market, or the perception that such

sales may occur, could materially and adversely affect the prevailing market price of our

Shares.

. Our Shareholders’ interests in our share capital may be diluted in the future.

. Issuance of new Shares under the share option schemes will have a dilution effect and may

affect our profitability.

Issues to consider in relation to statements made in this prospectus

. Statistics in this prospectus that are derived from official publications may not be the most up-

to-date or accurate.

. There is a possibility that forward-looking statements contained in this prospectus may not

materialise.

. Limited liability of the Vendor.

. Investors should read the entire prospectus carefully and we strongly caution investors not to

place any reliance on any information contained in press articles or other media, certain of

which may not be consistent with information contained herein.

DIVIDEND POLICY AND PAST DIVIDENDS

In each of the three years ended 31 December 2004 and the four months ended 30 April 2005,

we declared and paid dividends of approximately HK$30.2 million, HK$77.7 million, HK$49.8

million and nil, respectively. Prior to the Listing but after the Track Record Period, we further

declared and paid an interim dividend of HK$63.3 million for the eight months ended 31 August

2005 and a special dividend of HK$31.1 million. Save as disclosed herein, no other dividend was

declared by any member of our Group since the commencement of the Track Record Period. The

dividend distribution record during the Track Record Period should not be used as a reference or

basis to determine the level of dividends that may be declared or paid by us in the future.

Following the Listing, our Shareholders will be entitled to receive dividends declared by us.

We intend to pay dividends by way of interim and final dividends. Our Directors may declare and

recommend a final dividend in respect of the remaining period of 2005 from 1 September to 31

December 2005 at their discretion. Our Directors currently intend to declare and recommend
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dividends amounting in total to not less than 80% of our distributable profit in respect of the

remaining period of 2005 from 1 September to 31 December 2005 and in respect of the whole year

ending 31 December 2006 respectively; and generally not less than 60% of our distributable profit

thereafter. The payment and amount of any dividends will be at the discretion of our Directors and

will depend upon our earnings, financial conditions, cash requirements and availability, and other

factors. There is no assurance as to whether the dividend distribution will occur as intended, the

amount of dividend payment or the timing of such payment.

TRADING RECORD

The following is a summary of our audited consolidated results of operations during the Track

Record Period. This summary is extracted from, and should be read in conjunction with, our

consolidated financial information for the Track Record Period contained in the Accountants’

Report, the text of which is set forth in Appendix I to this prospectus.

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Turnover (Note 1) 302,748 308,481 279,706 75,773 86,792

Interest income 6,716 4,010 5,093 3,479 169

Other net income/(loss) 4,995 34 (4,266) — (1)

Staff costs (97,713) (87,229) (82,989) (23,107) (25,800)

Depreciation (39,795) (40,836) (25,501) (4,766) (7,943)

Impairment of investment securities — (7,500) (40,000) — —

Other operating expenses (50,738) (51,171) (48,431) (16,155) (16,286)

Profit from operations 126,213 125,789 83,612 35,224 36,931

Reversal of provision for termination

costs and long service payments 11,422 — — — —

Finance costs (41) (21) (3) — (3)

Loss on sale of assets and liabilities of

a subsidiary — — (55) — —

Share of net losses of associates (1,082) (4,269) — — —

Profit before taxation 136,512 121,499 83,554 35,224 36,928

Taxation (22,347) (23,801) (20,586) (5,621) (6,509)

Profit attributable to the equity

holders of the parent 114,165 97,698 62,968 29,603 30,419

Dividends 30,211 77,686 49,776 — —

Note:

(1) Turnover represents the value of services provided and goods supplied to customers.
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PROFIT FORECAST FOR THE YEAR ENDING 31 DECEMBER 2005

Forecast consolidated profit after taxation (Note 1) . . . . . . . . . . not less than HK$85 million

Unaudited pro forma forecast earnings per Share

— weighted average (Note 2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.65 cents

— fully diluted (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.93 cents

Notes:

(1) The forecast of our consolidated profit after taxation for the year ending 31 December 2005 prepared by our Directors

is based on our audited financial statements for the four months ended 30 April 2005 and our unaudited management

accounts for the four months ended 31 August 2005 and a forecast of our results for the remaining four months ending

31 December 2005. The forecast has been prepared on the basis of the accounting policies consistent in all material

aspects with those currently adopted by us as summarised in the Accountants’ Report, the text of which is set forth in

Appendix I to this prospectus and is based on the following principal assumptions:

(i) There will be no material changes in the existing laws or regulations, government policies or political, legal

(including changes in legislation or regulations or rules), fiscal or economic conditions in Hong Kong or any of

the countries to which our business may relate.

(ii) There will be no material changes in the inflation, interest rates or exchange rate from those prevailing as at the

date of this prospectus.

(iii) There will be no material change in the bases or rates of taxation or duties in Hong Kong or any of the countries

in which we operate or in which the Group companies are incorporated or registered.

(2) The calculation of unaudited pro forma forecast earnings per Share on a weighted average basis is based on our forecast

consolidated profit after taxation for the year ending 31 December 2005 and a weighted average number of 729,698,253

Shares expected to be in issue during the year. It does not take into account any Shares which may fall to be issued

pursuant to the exercise of any options which have been granted under the Pre-IPO Share Option Scheme or may be

granted under the Share Option Scheme; or which may be allotted and issued or repurchased by us pursuant to the

general mandates for the allotment and issue or repurchase of Shares referred to in the paragraphs headed ‘‘Written

resolutions of our Shareholders’’ in the section headed ‘‘Further information about our Company’’ in Appendix VI to

this prospectus.

(3) The calculation of the unaudited pro forma forecast earnings per Share on a fully diluted basis is based on our forecast

consolidated profit after taxation for the year ending 31 December 2005 and a total of 777,632,500 Shares in issue

during the year. It does not take into account any Shares which may fall to be issued upon the exercise of any options

which have been granted under the Pre-IPO Share Option Scheme or may be granted under the Share Option Scheme; or

any Shares which may be allotted and issued or repurchased by us pursuant to the general mandates granted to our

Directors as referred to in the paragraphs headed ‘‘Written resolutions of our Shareholders’’ in the section headed

‘‘Further information about our Company’’ in Appendix VI to this prospectus.
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SHARE OFFER STATISTICS

Based on an Offer

Price of HK$1.09

per Share

Based on an Offer

Price of HK$1.29

per Share

Market capitalisation (Note 1) . . . . . . . . . . . . . . . . HK$848 million HK$1,003 million

Forecast price/earnings multiple

— weighted average (Note 2) . . . . . . . . . . . . . . 9.4 times 11.1 times

— pro forma fully diluted (Note 3) . . . . . . . . . . 10.0 times 11.8 times

Prospective dividend yield (Note 4) . . . . . . . . . . . . 8.0% 6.8%

Unaudited pro forma adjusted net tangible value per

Share (Note 5) . . . . . . . . . . . . . . . . . . . . . . . . 42 cents 43 cents

Notes:

(1) The calculation of market capitalisation is based on the Offer Price and 777,632,500 Shares in issue immediately after

completion of the Share Offer but does not take into account any Shares which may fall to be issued upon the exercise

of any options which have been granted under the Pre-IPO Share Option Scheme or may be granted under the Share

Option Scheme; or any Shares which may be allotted and issued or repurchased by us pursuant to the general mandates

granted to the Directors as referred to in the paragraphs headed ‘‘Written resolutions of our Shareholders’’ in the

section headed ‘‘Further information about our Company’’ in Appendix VI to this prospectus.

(2) The forecast price earnings multiple on a weighted average basis is based on the forecast earnings per Share on a

weighted average basis for the year ending 31 December 2005 of 11.65 cents per Share and on the Offer Price.

(3) The forecast price earnings multiple on a pro forma fully diluted basis is based on the forecast earnings per Share on a

pro forma fully diluted basis for the year ending 31 December 2005 of 10.93 cents per Share and on the Offer Price.

(4) Following the Listing, our Directors currently intend to declare and recommend dividends amounting in total to not less

than 80% of our distributable profit in respect of the remaining period of 2005 from 1 September to 31 December 2005

and in respect of the whole year ending 31 December 2006 respectively; and generally not less than 60% of our

distributable profit thereafter.

Had the Company been a publicly listed company throughout the whole year ending 31 December 2005 with the

enlarged issued share capital of 777,632,500 Shares in issue throughout such year, the Directors would have been

expected to declare a total dividend of approximately HK$0.0874 per Share based on the forecast consolidated profit

after taxation for the year ending on 31 December 2005 and a dividend payout ratio of approximately 80%.

For illustrative purposes only, the prospective dividend yield is calculated on the basis of the Offer Price and the above

total dividend per Share which would have been paid if the Company had been a publicly listed company throughout

the whole year ending on 31 December 2005.

(5) The pro forma unaudited adjusted net tangible asset value per Share has been arrived at after the adjustments referred

to in the paragraphs headed ‘‘Unaudited pro forma adjusted net tangible assets’’ in the section headed ‘‘Financial

Information’’ in this prospectus and on the basis of 777,632,500 Shares in issue but does not take into account any

Shares which may be issued upon the exercise of any options which have been granted under the Pre-IPO Share Option

Scheme or may be granted under the Share Option Scheme; or any Shares which may be allotted and issued or

repurchased by us pursuant to the general mandates granted to our Directors as referred to in the paragraphs headed

‘‘Written resolutions of our Shareholders’’ in the section headed ‘‘Further information about our Company’’ in Appendix

VI to this prospectus.

SUMMARY

— 14 —



In this prospectus, unless the context otherwise requires, the following terms and expressions

shall have the following meanings:

‘‘Articles of Association’’ our articles of association, adopted on 14 October 2005 as amended

from time to time;

‘‘associated company’’ has the meaning ascribed to the term ‘‘associate’’ in the Hong Kong

Accounting Standard No. 28, ‘‘Investment in Associates’’;

‘‘associates’’ unless the context requires otherwise, has the meaning ascribed thereto

under the Listing Rules;

‘‘Banking Ordinance’’ the Banking Ordinance (Chapter 155 of the Laws of Hong Kong);

‘‘Board’’ our board of Directors;

‘‘Canadian Customs’’ Canada Customs and Revenue Agency;

‘‘CAT TPC’’ CAT Telecom Public Company Limited of Thailand; an Independent

Third Party and a member of the PAA, of which we are also a member

as disclosed in the section headed ‘‘Business — History and

Development’’;

‘‘CCASS’’ the Central Clearing and Settlement System established and operated by

HKSCC;

‘‘CCASS Broker

Participant’’

a person admitted to participate in CCASS as a broker participant;

‘‘CCASS Custodian

Participant’’

a person admitted to participate in CCASS as a custodian participant;

‘‘CCASS Investor

Participant’’

a person admitted to participate in CCASS as an investor participant

who may be an individual, joint individuals or a corporation;

‘‘CCASS Participant’’ a CCASS Broker Participant or a CCASS Custodian Participant or a

CCASS Investor Participant;

‘‘Census Department’’ the Census and Statistics Department of the Government;

‘‘CEPA’’ the Closer Economic Partnership Arrangement between Mainland China

and Hong Kong;

‘‘CETS Agreement’’ the Community Electronic Trading Service Agreement dated 1

December 1992, entered into between our then Shareholders, the

Vendor, the Government and us (as amended from time to time);

‘‘chief executive’’ our chief executive (who also falls within the definition of ‘‘chief

executive’’ in the SFO);

‘‘CIECC’’ China International Electronic Commerce Centre, our co-operation

partner in respect of the Jingmao Link services;

‘‘Companies Ordinance’’ the Companies Ordinance (Chapter 32 of the Laws of Hong Kong);
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‘‘Company’’ or

‘‘Tradelink’’

Tradelink Electronic Commerce Limited, formerly known as Tradelink

Electronic Document Services Ltd., a company incorporated in Hong

Kong on 23 September 1988 with limited liability;

‘‘connected person(s)’’ has the meaning ascribed to it under the Listing Rules;

‘‘Controlling

Shareholder(s)’’

has the meaning ascribed to the term appearing in lower capital in the

Listing Rules;

‘‘CrimsonLogic’’ CrimsonLogic Pte. Ltd., the trade name under which Singapore

Network Services Pte. Limited carries on its business; an Independent

Third Party and one of the founding members of the PAA, of which we

are also a member as disclosed in the section headed ‘‘Business —

History and Development’’;

‘‘CTM (Macau)’’ Companhia de Telecommuncagöes de Macau S.A.R.L., an Independent

Third Party;

‘‘DagangNet’’ DagangNet Technologies Sdn. Bhd. of Malaysia; an Independent Third

Party and a member of the PAA, of which we are also a member as

disclosed in the section headed ‘‘Business — History and

Development’’;

‘‘DBS Asia’’ or

‘‘Sponsor’’

DBS Asia Capital Limited, a licensed corporation under the SFO to

engage in types 1, 4 and 6 of the regulated activities (as defined under

the SFO), acting as the global coordinator, bookrunner and lead

manager of the Share Offer, and the sponsor to the Listing;

‘‘Digi-Sign’’ Digi-Sign Certification Services Limited, a company incorporated in

Hong Kong on 18 October 2000 with limited liability and a wholly-

owned subsidiary within our Group;

‘‘Director(s)’’ our director(s) as at the date of this prospectus;

‘‘DTTN’’ Digital Trade and Transportation Network;

‘‘DTTN Operating

Agreement’’

an agreement dated 31 August 2005 entered into between the

Government on the one part and DTTNCo on the other part under

which DTTNCo will design, set-up and operate a DTTN in accordance

with the terms and conditions, and specifications, set out therein; and

which is more particularly described in the section ‘‘Connected

Transactions and Arrangements relating to DTTNCo — The Public

Sector Services Agreements’’;

‘‘DTTN Restructuring’’ the sale of 31,500,000 ordinary shares with a par value of HK$1 each

in DTTNCo from us to the Vendor on and subject to the terms and

conditions set out in the DTTNCo Acquisition Agreement;

‘‘DTTNCo’’ Digital Trade and Transportation Network Limited, a company

incorporated in Hong Kong on 30 April 2004 with limited liability

and a non-wholly owned subsidiary of the Company;
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‘‘DTTNCo Acquisition

Agreement’’

an agreement dated 29 August 2005 entered into between us and the

Vendor in relation to the DTTN Restructuring and which is more

particularly described in the section headed ‘‘Connected transactions

and arrangements relating to DTTNCo’’;

‘‘DTTNCo Shareholders’

Agreement’’

an agreement dated 31 August 2005 entered into amongst DTTNCo, us

and the Vendor in relation to the management of DTTNCo and the

rights of shareholders of DTTNCo inter se; and which is more

particularly described in the section headed ‘‘Connected Transactions

and Arrangements Relating to DTTNCo’’;

‘‘Dutiable Commodities

Ordinance’’

the Dutiable Commodities Ordinance (Chapter 109 of the Laws of

Hong Kong);

‘‘Electronic Transactions

Ordinance’’

the Electronic Transactions Ordinance (Chapter 553 of the Laws of

Hong Kong);

‘‘ETAS’’ electronic trading access services which facilitate traders to submit

official trade-related documents to the service providers of Government

Electronic Trading Services for onward delivery to the Government by

converting paper-form submissions into electronic-form submissions;

‘‘EU’’ the European Union;

‘‘Founding Shareholders’’ our Shareholders (other than the Vendor) immediately prior to the

Share Offer, namely (1) China Resources (Holdings) Company Limited;

(2) The Federation of Hong Kong Industries; (3) HACTL Investments

Limited; (4) The Hong Kong Association of Freight Forwarding and

Logistics Ltd; (5) The Hong Kong General Chamber of Commerce; (6)

HIT Enterprises Limited; (7) The Hongkong and Shanghai Banking

Corporation Ltd; (8) Modern Terminals Ltd; (9) PCCW-HKT Limited;

(10) Standard Chartered Bank (Hong Kong) Limited; (11) Swire Pacific

Ltd; and (12) TAL Apparel Ltd;

‘‘GETS’’ or ‘‘GETS

Services’’

Government Electronic Trading Services provided by us under the

GETS Agreements;

‘‘GETS Agreements’’ the agreements respectively dated 10 October 2002 (as amended on 29

December 2003 and renewed on 9 December 2004), 29 December 2003,

and 9 December 2004, all entered into between the Government on the

one part and us on the other part under which we provide front-end

Government Electronic Trading Services in respect of certain official

trade-related documents on a non-exclusive basis; and which are more

particularly described in the section ‘‘Connected Transactions and

Arrangements relating to DTTNCo — The Public Sector Services

Agreements — The GETS Agreements’’;

‘‘Government’’ in respect of the period prior to 1 July 1997, means the government of

Hong Kong and in respect of the period on or after 1 July 1997, means

the government of the HKSAR;

DEFINITIONS

— 17 —



‘‘Government Electronic

Trading Services’’

front-end electronic services to the trading and business community for

processing official trade-related documents performed by a specified

body that has been appointed by the Government by agreement for

performing such services (formerly known as ‘‘community electronic

trading service’’ or ‘‘CETS’’ before 1 January 2004);

‘‘Government Franchise’’ the exclusive franchise granted by the Government to us under the

CETS Agreement and the Operating Agreement in relation to the

provision of EDI services to handle electronic submission of certain

official trade-related documents to the Government, which came to an

end on 31 December 2003;

‘‘Group’’ the Company and its subsidiaries;

‘‘HK’’ or ‘‘Hong Kong’’ in respect of the period prior to 1 July 1997, means Hong Kong and in

respect of the period on or after 1 July 1997, means the HKSAR;

‘‘HK Customs’’ the Customs and Excise Department of the Government;

‘‘HKSAR’’ Hong Kong Special Administrative Region of the People’s Republic of

China;

‘‘HKSCC’’ or ‘‘Hongkong

Clearing’’

Hong Kong Securities Clearing Company Limited;

‘‘HKSCC Nominees’’ HKSCC Nominees Limited;

‘‘Hong Kong Offer

Shares’’

23,328,000 Shares, consisting of 5,832,000 New Shares initially offered

by us for subscription, and 17,496,000 Sale Shares initially offered by

the Vendor for sale, collectively representing 10% of the initial number

of the Offer Shares (subject to re-allocation as described in the section

headed ‘‘Structure of the Share Offer’’ in this prospectus);

‘‘Hong Kong Public

Offer’’

the offer by us of the New Shares comprised in the Hong Kong Offer

Shares, and the offer by the Vendor of the Sale Shares comprised in the

Hong Kong Offer Shares, for subscription and purchase (as the case

may be) by the Hong Kong public in each case for cash at the Offer

Price (plus the brokerage, the SFC transaction levy and investor

compensation levy and the Stock Exchange trading fee) on and subject

to the terms and conditions described in this prospectus and in the

application forms relating thereto;

‘‘Hong Kong Share

Registrar’’

Computershare Hong Kong Investor Services Limited;

‘‘Hong Kong

Underwriters’’

the underwriters of the Hong Kong Public Offer whose names are set

forth in the paragraphs headed ‘‘Hong Kong Underwriters’’ in the

section headed ‘‘Underwriting’’;

‘‘HSBC’’ HSBC Holdings plc and/or its subsidiaries (as the context may require);

‘‘i-LegalService’’ i-LegalService Limited, a company incorporated in Hong Kong with

limited liability and an associated company of the Company;
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‘‘Import and Export

Ordinance’’

the Import and Export Ordinance (Chapter 60 of the Laws of Hong

Kong);

‘‘Import and Export

Registration

Regulations’’

Import and Export (Registration) Regulations (Chapter 60E of the Laws

of Hong Kong);

‘‘Independent Third

Party(ies)’’

a person(s) or company(ies) which is/are independent of members of

us, the Directors, the Controlling Shareholders, the Substantial

Shareholders and/or the chief executive (as such term is defined in

the Listing Rules) or of our subsidiaries and their respective associates;

‘‘Industrial Training

(Clothing Industry)

Ordinance’’

the Industrial Training (Clothing Industry) Ordinance (Chapter 318 of

the Laws of Hong Kong);

‘‘Infoshare’’ Infoshare Information Technology Development Co. Ltd. of Mainland

China; an Independent Third Party and previously a member of the

PAA, of which we are also a member as disclosed in the section

headed ‘‘Business — History and Development’’;

‘‘International Placing’’ the conditional placing of the International Placing Shares, at the Offer

Price with professional, institutional and other investors by the

International Underwriters on our behalf (in the case of the New

Shares comprised in the International Placing Shares), and on behalf of

the Vendor (in the case of the Sale Shares comprised in the

International Placing Shares) as described in the section headed

‘‘Structure of the Offer’’ in this prospectus;

‘‘International Placing

Shares’’

209,952,000 Shares, consisting of 52,488,000 New Shares and

157,464,000 Sale Shares initially offered for subscription and

purchase (as the case may be) under the International Placing,

representing 90% of the initial number of Offer Shares, subject to

the Over-allotment Option and re-allocation as described under the

section headed ‘‘Structure of the Share Offer’’ in this prospectus;

‘‘International

Underwriters’’

the underwriters of the International Placing whose names are set forth

in the paragraphs headed ‘‘International Underwriters’’ in the section

headed ‘‘Underwriting’’ in this prospectus;

‘‘JETS’’ Japan Electronic Trade Service, Inc. of Japan, an Independent Third

Party and a member of the PAA, of which we are also a member as

disclosed in the section headed ‘‘Business — History and

Development’’;

‘‘KAZ Hong Kong’’ KAZ Computer Services Hongkong Limited, a company incorporated in

Hong Kong with limited liability and an associated company of the

Company;

‘‘KTNet’’ Korea Trade Network Inc. of Korea; an Independent Third Party and a

member of the PAA, of which we are also a member as disclosed in the

section headed ‘‘Business — History and Development’’;
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‘‘Latest Practicable Date’’ 11 October 2005, being the latest practicable date for the purposes of

ascertaining certain information contained in this prospectus;

‘‘Listing’’ the listing of our Shares on the Main Board;

‘‘Listing Date’’ the date of commencement of dealings in our Shares on the Main

Board;

‘‘Listing Rules’’ the Rules Governing the Listing of Securities on the Stock Exchange;

‘‘LOGSCOUNCIL’’ Hong Kong Logistics Development Council;

‘‘Main Board’’ the stock market operated by the Stock Exchange prior to the

establishment of the Growth Enterprise Market of the Stock

Exchange (excluding the options market) and which stock market

continues to be operated by the Stock Exchange in parallel with the

Growth Enterprise Market of the Stock Exchange (for avoidance of

doubt, the Main Board excludes the Growth Enterprise Market of the

Stock Exchange);

‘‘Mainland China’’ the People’s Republic of China which, for the purposes of this

prospectus, excludes Hong Kong, the Macau Special Administrative

Region of the People’s Republic of China and Taiwan;

‘‘Mandatory Provident

Fund Schemes

Ordinance’’

the Mandatory Provident Fund Scheme Ordinance (Chapter 485 of the

Laws of Hong Kong);

‘‘MOFCOM’’ the Ministry of Commerce of Mainland China ( );

‘‘MOFTEC’’ the Ministry of Foreign Trade and Economic Cooperation of Mainland

China;

‘‘NAFTA’’ the North American Free Trade Agreement, which came into force on 1

January 1994;

‘‘New Issue’’ the issue of the New Shares pursuant to the Share Offer;

‘‘New Shares’’ new Shares to be issued by us as part of the Offer Shares for

subscription at the Offer Price under the Share Offer;

‘‘Offer for Sale’’ the offer for sale of the Sale Shares by the Vendor under the Share

Offer including, where relevant, the additional Sale Shares to be

offered for sale by the Vendor pursuant to the exercise of the Over-

allotment Option;

‘‘Offer Price’’ the offer price per Offer Share (exclusive of brokerage, SFC transaction

levy and investor compensation levy, and Stock Exchange trading fee)

at which Shares are offered under the Share Offer, to be determined in

the manner outlined in the section headed ‘‘Structure of the Share

Offer’’ in this prospectus;
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‘‘Offer Shares’’ the International Placing Shares and the Hong Kong Offer Shares

including, where relevant, the additional Sale Shares to be offered for

sale by the Vendor pursuant to the exercise of the Over-allotment

Option;

‘‘OnePort’’ OnePort Holdings (BVI) Limited, a company incorporated in the British

Virgin Islands with limited liability;

‘‘Operating Agreement’’ the operating agreement dated 31 March 1994 entered into between

ourselves and the Government in relation to the provision by us of

certain EDI services;

‘‘Over-allotment Option’’ the option granted by the Vendor to DBS Asia under the Underwriting

Agreement (exercisable by DBS Asia on behalf of the International

Underwriters) whereby the Vendor may be required to offer for sale up

to an aggregate of 34,992,000 additional Sale Shares at the Offer Price

to cover over-allocations under the International Placing and/or

obligations of DBS Asia to return Shares to the Vendor under the

Stock Borrowing Agreement, as described in the section headed

‘‘Structure of the Share Offer’’;

‘‘Over-allotment Shares’’ up to an aggregate of 34,992,000 Sale Shares to be offered for sale by

the Vendor pursuant to the exercise of the Over-allotment Option,

representing 15% of the number of Shares initially available under the

Share Offer;

‘‘PAA’’ Pan-Asian E-Commerce Alliance;

‘‘Personal Data (Privacy)

Ordinance’’

the Personal Data (Privacy) Ordinance (Chapter 486 of the Laws of

Hong Kong);

‘‘Postmaster General’’ has the meaning ascribed to it in section 2 of the Post Office Ordinance

(Chapter 98 of the Laws of Hong Kong);

‘‘Pre-IPO Share Option

Scheme’’

the employee share option scheme adopted by us on 2 August 2000 and

amended on 11 September 2001 and 26 November 2002, the principal

terms of which are set forth in the section headed ‘‘Pre-IPO Share

Option Scheme and Share Option Scheme’’ in Appendix VI to this

prospectus;

‘‘Price Determination

Agreement’’

the agreement to be entered into between ourselves, the Vendor and

DBS Asia (on behalf of the Underwriters), at or before the Price

Determination Date (or before any time to which the Price

Determination Date is postponed) to record the Offer Price as agreed

between ourselves, the Vendor and DBS Asia (on behalf of the

Underwriters);

‘‘Price Determination

Date’’

the date on which the Offer Price will be determined for the purposes

of the Share Offer, which is expected to be on or about 21 October

2005, and in any event no later than 6 : 00 p.m. on 26 October 2005;
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‘‘Protection of Non-

Government Certificates

of Origin Ordinance’’

the Protection of Non-Government Certificates of Origin Ordinance

(Chapter 324 of the Laws of Hong Kong);

‘‘public body’’ and

‘‘public officer’’

have the meanings ascribed to them in section 3 of the Interpretation

and General Clauses Ordinance (Chapter 1 of the Laws of Hong Kong);

‘‘public sector services’’ the services which we provide as more particularly described in the

paragraphs headed ‘‘Public sector services’’ in the section headed

‘‘Business’’ of this prospectus;

‘‘Reserved Commodities

Ordinance’’

the Reserved Commodities Ordinance (Chapter 296 of the Laws of

Hong Kong);

‘‘Sale Shares’’ 174,960,000 issued Shares being initially offered for sale by the

Vendor under the Share Offer, and in addition, to the extent the Over-

allotment Option is exercised, the Over-allotment Shares (or such part

thereof);

‘‘SFC’’ the Securities and Futures Commission of Hong Kong;

‘‘SFO’’ Securities and Futures Ordinance (Chapter 571 of the Laws of Hong

Kong);

‘‘Share(s)’’ the share(s) of HK$0.20 each in our capital;

‘‘Shareholder(s)’’ holder(s) of our Shares;

‘‘Share Offer’’ the International Placing and the Hong Kong Public Offer;

‘‘Share Option Scheme’’ the share option scheme conditionally adopted by us on 14 October,

2005, the principal terms of which are summarised in the section

headed ‘‘Pre-IPO Share Option Scheme and Share Option Scheme’’ in

Appendix VI to this prospectus;

‘‘specified body’’ (i) in the case of CO, PN, EMAN, TDEC and TTRS, a body specified

in Schedule 2 to the Import and Export Ordinance, and for EMAN in

relation to reserved commodities, a body specified in Schedule 1 to the

Reserved Commodities Ordinance; (ii) in the case of DCP, a body

specified in Schedule 1A to the Dutiable Commodities Ordinance; (iii)

in the case of advance information and manifests both in respect of

cargos carried by road mode of transport across the land boundary, to

be identified in such legislation or amendment to existing legislation

which may come into force (if any) in future;

‘‘Stock Borrowing

Agreement’’

the stock borrowing agreement dated 17 October 2005 entered into

between the Vendor and DBS Asia;

‘‘Stock Exchange’’ The Stock Exchange of Hong Kong Limited;

‘‘subsidiary(ies)’’ has the meaning ascribed to it in section 2 of the Companies

Ordinance;
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‘‘Substantial

Shareholder(s)’’

has the meaning ascribed to the term appearing in lower capital in the

Listing Rules;

‘‘Systech On-line’’ or

‘‘SOLL’’

Systech On-line Limited, a company incorporated in Hong Kong with

limited liability and an associated company of the Company;

‘‘Takeovers Code’’ the Hong Kong Code on Takeovers and Mergers;

‘‘Taiwan Digital Signature

Ordinance’’

the Digital Signature Ordinance of Taiwan;

‘‘TEDMEV’’ Transferencia Electronica de dados-Macau EDI Van S. A. of Macau; an

Independent Third Party and a member of the PAA, of which we are

also a member as disclosed in the section headed ‘‘Business — History

and Development’’;

‘‘Track Record Period’’ the three years ended 31 December 2004 and the four months ended 30

April 2005;

‘‘Trade and Industry

Department ’’

the Trade and Industry Department of the Government;

‘‘Trade Facilitation

Services’’

Trade Facilitation Services Limited, a company incorporated in Hong

Kong on 11 September 1981 with limited liability and a wholly-owned

subsidiary within our Group;

‘‘Trade-Van’’ Trade-Van Information Services Co. of Taiwan; an Independent Third

Party and one of the founding members of the PAA, of which we are

also a member as disclosed in the section headed ‘‘Business — History

and Development’’;

‘‘Underwriters’’ the International Underwriters and the Hong Kong Underwriters;

‘‘Underwriting

Agreement’’

the conditional underwriting and placing agreement dated 17 October

2005 entered into amongst, among others, ourselves, the Vendor, the

Sponsor and the other Underwriters relating to the Share Offer,

particulars of which are summarised in the section headed

‘‘Underwriting’’ in this prospectus;

‘‘US’’ or ‘‘United States’’ United States of America;

‘‘US Customs’’ the United States Customs and Border Protection;

‘‘US Securities Act’’ the United States Securities Act of 1933 (as amended);

‘‘Vendor’’ or ‘‘FSI’’ or

‘‘The Financial

Secretary Incorporated’’

The Financial Secretary Incorporated, a corporation sole established

under the Financial Secretary Incorporation Ordinance (Chapter 1015 of

the Laws of Hong Kong);

‘‘we’’ or ‘‘our’’ or ‘‘us’’ the Company, and if the context so requires, our subsidiaries

‘‘WTO’’ the World Trade Organisation;

‘‘WTO Agreement’’ the agreement establishing the World Trade Organisation;
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‘‘HK$’’, ‘‘$’’ and ‘‘cents’’ Hong Kong dollars and cents respectively, the lawful currency of Hong

Kong;

‘‘RMB’’ Renminbi, the lawful currency of Mainland China;

‘‘sq.ft.’’ square foot/feet;

‘‘sq.m.’’ square metre/metres;

‘‘US$’’ United States dollars, the lawful currency of the United States; and

‘‘%’’ per cent.

Notes:

(1) Certain monetary amounts included in this prospectus have been subject to rounding adjustments. Accordingly, figures

shown as totals in certain tables may not be an arithmetic aggregation of the figures which precede them. Certain

amounts of less than HK$1 are rounded to the nearest Hong Kong dollar.

(2) Except as otherwise indicated, all relevant information in this prospectus assumes that the Over-allotment Option is not

exercised.

(3) For the purposes of this prospectus, unless otherwise indicated, exchange rates of HK$7.80 = US$1.00 and HK$1.00 =

RMB1.04 have been used for currency translations, where applicable. This is for the purposes of illustration only and

does not constitute a representation that any amounts in HK$, RMB or US$ have been, could have been or may be

converted, at these or any other rates.
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This glossary contains explanations of certain terms and definitions used in this prospectus in

connection with us and our business. The terms and their meanings may not correspond to standard

industry meaning or usage of these terms.

‘‘application’’ a functional system made up of software or hardware or both that

performs a specific task;

‘‘B2B’’ business-to-business;

‘‘CAGR’’ compound annual growth rate;

‘‘CO’’ a certificate of origin issued under regulation 6 of the Export

(Certificates of Origin) Regulations (Chapter 60H of the Laws of

Hong Kong) and a certificate of origin issued under section 3 of the

Protection of Non-Government Certificates of Origin Ordinance

(Chapter 324 of the Laws of Hong Kong);

‘‘DCP’’ a permit as defined in section 2 of the Dutiable Commodities

Ordinance (Chapter 109 of the Laws of Hong Kong) in respect of the

removal of dutiable goods;

‘‘digital certificate’’ a certificate as defined in the Electronic Transactions Ordinance;

‘‘e-commerce’’ electronic commerce, a process of buying and selling products or

otherwise carrying out business or commercial transactions on the

Internet;

‘‘EDI’’ electronic data interchange;

‘‘EMAN’’ electronic submission of manifests in respect of cargoes carried by air,

rail or water;

‘‘gateway’’ a point of entrance to and exit from a communication network;

‘‘GDP’’ gross domestic product;

‘‘Government Approved

Certification

Organisations’’

any ‘‘approved body’’ within the meaning of section 2 of Non-

Government Certificates of Origin Ordinance (Chapter 324 of the Laws

of Hong Kong);

‘‘ID-Cert’’ a digital certificate issued by Digi-Sign;

‘‘Internet’’ a global network of interconnected, separately administered public and

private computer networks;

‘‘IT’’ information technology;

‘‘manifest’’ a manifest as defined in section 2 of the Import and Export Ordinance

(Chapter 60 of the Laws of Hong Kong), being a record prepared as a

manifest containing the particulars prescribed under section 17 of the

Import and Export Ordinance, but does not include any record,

containing the same or similar particulars, which is not specifically

prepared as a manifest;
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‘‘OPA’’ or ‘‘outward

processing

arrangement’’

an arrangement which enables eligible manufacturers registered with

the Trade and Industry Department to subcontract outside Hong Kong

certain non-origin conferring processes of certain goods without

affecting the eligibility of such goods to attain Hong Kong origin

status on conditions (inter alia) that the goods concerned must have

undergone the principal manufacturing process(es) in Hong Kong which

is/are sufficient to qualify them as being of Hong Kong origin;

‘‘PKI’’ public key infrastructure;

‘‘platform’’ a computer environment which allows the development and execution

of computer applications;

‘‘PN’’ a product notification, as defined in Section 2 of the Import and Export

Ordinance (Chapter 60 of the Laws of Hong Kong);

‘‘portal’’ an entry point and gateway for accessing the Internet that typically

provides useful web-related services and links;

‘‘Premium Certificate’’ a certificate issued by Digi-Sign to individuals and corporations, as

well as various devices and servers across the globe. The certificate

format and application procedure can be fully customised to meet the

specific requirements of different customers;

‘‘processing trade’’ processing trade refers to trade activities whereby manufacturers in

Mainland China convert raw materials imported (for which no import

duties are paid) into finished products, and such products are required

to be exported out of Mainland China;

‘‘RTEL’’ an export licence for textiles as required under section 6D of the

Import and Export Ordinance until 1 January 2005, when all quotas for

the export of textiles and clothing products from one WTO Member

economy to another were eliminated;

‘‘Secured Sockets Layer

Certificate’’

a certificate issued for identification of an individual client over the

Internet;

‘‘TDEC’’ import declarations and export declarations as required to be lodged

under regulations 4 and 5 respectively of the Import and Export

Registration Regulations;

‘‘TTRS’’ the registration scheme administered by the Director-General of Trade

and Industry for textiles traders as provided for under regulation 5A of

the Import and Export (General) Regulations (Chapter 60A of the Laws

of Hong Kong);

‘‘Virtual Private Network

(VPN) Certificate’’

a certificate, the use of which is to provide a secured and private

channel over public networks such as the Internet; and

‘‘web’’ or ‘‘world wide

web’’

a worldwide network of servers that support hypertext connections and

other links and permit the communication of text, graphics, video,

sound and other data over the Internet.
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RISKS RELATING TO OUR BUSINESS

We ceased to enjoy exclusivity for the provision of public sector services since the beginning of

2004 and may face further competition in the future

Historically, we enjoyed an exclusive franchise for the provision of Government Electronic

Trading Services for various official trade-related documents pursuant to the CETS Agreement and

the Operating Agreement. This exclusive franchise covered a substantial portion of our then

businesses until its expiration on 31 December 2003.

With effect from 1 January 2004, we were granted by the Government under the GETS

Agreements the right to operate GETS services in relation to certain official trade-related documents

as disclosed in the section headed ‘‘Business’’ in this prospectus. All the rights under the GETS

Agreements are granted to us on a non-exclusive basis. The Government appointed an additional

service provider to offer Government Electronic Trading Services in relation to TDEC and DCP,

which commenced in January 2004 and August 2004 respectively (see however the paragraphs

headed ‘‘Government’s intention to increase competition in relation to Government Electronic

Trading Services’’ in the section headed ‘‘Relationship with the Government’’). The Government

may always appoint the existing and other additional service provider(s) to provide Government

Electronic Trading Services as and when the Government sees fit.

As a substantial part of our operations came under the exclusive Government Franchise prior to

its expiry on 31 December 2003, we did not face any competition in our operation of Government

Electronic Trading Services before then. With the cessation of the exclusive franchise, we have been

exposed to competition from another Government appointed service provider of Government

Electronic Trading Services in relation to the official trade-related documents as mentioned above.

With the trend pointing towards the opening up of the market and the introduction of further

competition by the Government amongst different operators in the provision of Government

Electronic Trading Services, coupled with the expansion of our service offerings to non-Government

related services where there are already other competitors in the market, we expect to face further

competition at different levels with regard to different service offerings, and our market share may

be reduced in the future. It is possible that our competitors possess certain competitive advantages

over us in their respective businesses in terms of financial resources, technology and customer base.

Intensified competition from these competitors may lead to lower profit margins, loss of customers

and/or slower growth, which will in turn adversely affect our profitability.

The fees chargeable for the provision of GETS are capped

In respect of our public sector services, we are bound by the price ceilings committed in the

GETS Agreements. We are not allowed to increase the committed price ceilings or implement new

fee items throughout the respective terms of the GETS Agreements even where operating or other

costs may increase. This may adversely affect our profitability.

The Government may terminate the GETS Agreements prior to their expiry date

We derive a very substantial part of our revenue (approximately 95.1% and 95.3% for the year

ended 31 December 2004 and the four months ended 30 April 2005 respectively) from the GETS

Services. The Government may terminate the GETS Agreements prior to their expiry date in certain

circumstances. A summary of these circumstances is included in the ‘‘Connected transactions and
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arrangements relating to DTTNCo’’ section of this prospectus. Should any of the GETS Agreements

be terminated, our operations and/or service offerings may be interrupted and/or reduced in scope

which, in turn, may adversely affect our financial results.

The rights granted by the Government to us may or may not be renewed, irrespective of the

Government being our Shareholder

One of the GETS Agreements dated 29 December 2003 was for the provision of Government

Electronic Trading Services in relation to RTEL, CO and PN. The GETS Agreement in relation to

RTEL was not renewed beyond 31 December 2004 because RTEL was no longer required from 1

January 2005 onwards when all quotas for the export of textiles and clothing products from one

WTO Member economy to another were eliminated. As a result, the Government entered into

another GETS Agreement with us for the provision of GETS in relation to CO and PN on 9

December 2004.

In a competitive market, we do not expect, simply because the Vendor is our Shareholder, that

the Government will afford us any priority or preference in considering whether the current rights

and authorisations granted to us, namely those under the GETS Agreements and the Electronic

Transactions Ordinance, should be renewed upon their respective expiry, whether any such rights

and authorisations should be terminated prematurely, or if we should be granted any further rights

from the Government. Should we fail to renew or maintain such rights and authorisations, our

operations and/or service offerings may be interrupted and/or reduced in scope which, in turn, may

adversely affect our financial results.

The scope of our public sector services may be reduced due to reasons beyond our control

During the Track Record Period, we offered the Government Electronic Trading Services in

relation to RTEL. However, with the abolition of the quota system in early 2005, the service is no

longer required. The scope of our services was thereby reduced. There is no guarantee that the scope

of our public sector services will not be reduced in the future due to reasons outside our control.

This may adversely affect our profitability.

Implementation of DTTN may not be successful

The DTTN, although endorsed by the LOGSCOUNCIL and supported by the Government, is an

untested system insofar as Hong Kong is concerned. It is undergoing development and

implementation, the process of which is dependant on a number of internal and external factors

such as the level of resources, the level of public or customer interest, and the overall industry

environment. Although we identify the DTTN as an important area of future growth for the Group,

the DTTN revenue model may not be as successful or profitable as envisaged.

The DTTNCo Restructuring is conditional on FSI obtaining the approval of the Finance

Committee of the Legislative Council of Hong Kong for FSI’s equity investment in DTTNCo, and

that any terms and conditions as may be specified by the Finance Committee for such investment are

consistent with the terms and conditions set out in the DTTNCo Acquisition Agreement and the

DTTNCo Shareholders’ Agreement. This condition has not been fulfilled at the Latest Practicable

Date. In the event the condition is not fulfilled prior to 31 August 2006, FSI will re-transfer all of

its shares in DTTNCo to Tradelink, cease to be a shareholder of DTTNCo, and cease to be a party to

the DTTNCo Shareholders’ Agreement. All directors of DTTNCo appointed by FSI will resign. Upon

such re-transfer, the Government may or may not terminate the DTTN Operating Agreement which

is a separate agreement from the DTTNCo Acquisition Agreement and the DTTNCo Shareholders’
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Agreement. Any decision on the part of the Government on whether or not to terminate the DTTN

Operating Agreement may therefore involve the consideration of factors which are not related to the

DTTNCo Acquisition Agreement and the DTTNCo Shareholders’ Agreement. In this event, we may

implement DTTN on our own without direct shareholding of the Government in DTTNCo. In such

case, the success of the DTTN may be jeopardized.

Under the terms of the DTTNCo Shareholders’ Agreement, we will not control the composition

of the board of directors of DTTNCo. Hence, even if we can be benefited from our attributable

interest in the profit of DTTNCo (if any), we may not have control over the dividend policy of

DTTNCo. As such, we may not obtain any cash inflow from DTTNCo even if DTTN ultimately

proves to be successful.

We face competition from the Postmaster General

The Government through the Postmaster General competes with our wholly-owned subsidiary

Digi-Sign in the issuance of digital certificates. The Postmaster General is also one of the business

partners of our competitor, Global e-Trading Services Ltd, by providing ETAS to the latter.

It is possible that the Postmaster General or our competitor, Global e-Trading Services Ltd,

possesses certain competitive advantages over us in the provision of ETAS. Intensified competition

from these parties may have an adverse impact on our profitability.

Our future profitability depends on the increasing demand for electronic transactions, the

successful introduction of new services and the further development of the Internet and e-

commerce

The market of Internet services and e-commerce in Asia is at an early stage of development,

and the acceptance and reliance on electronic commercial transactions, and therefore our future

development, remain uncertain. Certain critical issues concerning commercial use of the Internet,

including security, legal implications, reliability, ease and cost of access, and quality of service are

evolving and may have an impact on the acceptance and growth of Internet use. Our plans for

expansion and enhancement of our services assume the continuing growth of the use of e-commerce

and the Internet widely by the public, in particular by the trading and commercial community.

However, the cost of computer equipment and Internet access may prevent people from having

access to computers or using the Internet. There can also be no assurance that the demand for the e-

commerce platform will grow or be maintained in the future and that we will be able to successfully

implement our future business plans and introduce new services.

We may not be able to establish and/or retain strategic partnerships and/or alliances and/or

joint ventures and such strategic partnerships, alliances or joint ventures may not be profitable

We have entered into a number of agreements with our strategic partners, alliance arrangements

to co-operate with other players in the industry to implement our various business plans and joint

ventures. There can be no assurance that such strategic partnerships, alliances or joint ventures

which are subsisting would be profitable or that the agreements will be successfully renewed upon

their expiry and there is no certainty that they can be renewed on favourable terms, or that the

agreement will not be terminated (where termination rights exist in the relevant agreements or

arrangements).
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We also plan to establish additional joint ventures and strategic partnerships to enhance the

development of new products and services. However, there can be no assurance that these joint

ventures and/or strategic partnerships will be successfully established, and such failure may

adversely affect the implementation of our future plans for expansion.

We rely on third party software and hardware systems that are susceptible to failure and

misuse

Our services rely heavily on the efficient and uninterrupted operation of our hardware and

software systems. These systems are susceptible to damage and interruptions from natural disasters,

power losses, human errors, telecommunications failure, break-ins, computer viruses and similar

events. These may cause interruptions to our services or loss of data from our systems, therefore

adversely affect our business, revenue and reputation. There can also be no assurance that system

failure will not occur in the future. The Government may revert to paper-form submissions in the

event that hardware and software systems of our side, the Government’s side or both sides were

interrupted from power loss, telecommunication failure and similar events.

We rely on third parties to supply and maintain certain of our software and hardware systems.

A failure by such third party suppliers to provide the relevant software and hardware systems and/or

components in a timely manner may also result in interruptions to our operations or loss of data

from our systems, and hence adversely affect our business, revenue and reputation.

If we fail to effectively manage our future expansion, our financial position may be adversely

affected

Our plans to develop and introduce various new products and services over the next few years

rely on the availability of our management, operational, technical, financial and other resources.

Some of these new products or services may be in those areas with which our current management is

not familiar. If we are unable to manage and monitor our growth and expansion effectively, our

future business plans and also our financial position may be adversely affected.

We rely on certain key personnel

Our executive Directors, senior management and technical personnel implement our business

plans and oversee our day-to-day operations. The future plans for the expansion of our operations

will rely on the continued dedication of the skills and experience of such key personnel, particularly

Mr. Yue Kwok Hung, Ms. Chung Shun Kwan and those of our senior management team as

mentioned under the section headed ‘‘Directors, Senior Management and Staff’’ in this prospectus.

There can be no assurance that we can successfully retain our key personnel for their future services,

nor can we assure that qualified personnel can be found to replace any possible loss of our key

personnel.

We rely on out-sourcing

We rely on a number of software houses in relation to some of our software development and

on other third parties for the maintenance of our computer systems. We have also outsourced to

KAZ Hong Kong the provision of data centre and technical support desk services. Failure by such

software houses, other third parties or KAZ Hong Kong to provide their respective services in

accordance with the required specifications in a timely manner could have an adverse effect on our

operations and business prospects.
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We rely on certain intellectual property rights

We rely on the laws of copyright, trademarks, breach of confidence and other general laws, as

well as contractual arrangements, to protect our rights in intellectual property. However, the steps

we have taken to protect our rights in intellectual property may not be adequate to deter

misappropriation. Enforcement of our intellectual property rights may involve significant costs, and

we may not be able to immediately detect unauthorised use of our intellectual property and take

appropriate steps to enforce our rights in such property. Furthermore, legal proceedings to enforce

intellectual property rights could be burdensome and expensive and may involve a certain degree of

risk. This may result in damage to or loss of our business or revenue.

There is limited insurance coverage for our business

There are unique risks in providing e-commerce services. Although some of the risks can be

transferred to insurers by acquiring appropriate insurance cover, others have to be borne by us. As e-

commerce is only in its early stages of development and is fast developing, the insurance market

may not be able to keep up with the pace of its development, and we may not be able to obtain

coverage for the new products or services developed by us on commercially reasonable terms.

We may be held liable for information retrieved from or sent through our computer systems

and there is a risk that claims may be made against us for negligence, copyright, patent or trademark

infringement, defamation and other claims based on our services and on the nature and content of

our website. As such, we could be exposed to liability in respect of such content. We could also be

subject to claims based upon the content that is accessible from us through hypertext links to other

websites. Our insurance may not adequately protect us against these types of claims. As we carry

limited liability insurance, any imposition of liability could have a material adverse effect on our

business, results of operations and financial condition.

Our ability to declare and pay dividends to our Shareholders in the future is subject to various

factors

Under our Articles of Association, our Shareholders are entitled to receive dividends declared

by us. For each of the three years ended 31 December 2004 and the four months ended 30 April

2005, we declared and paid dividends of approximately HK$30.2 million, HK$77.7 million, HK$49.8

million and nil, respectively. Prior to the Listing but after the Track Record Period, we further

declared and paid an interim dividend of HK$63.3 million for the eight months ended 31 August

2005 and a special dividend of HK$31.1 million.

The payment and amount of any of our projected future dividends will be at the absolute

discretion of our Directors and will depend upon a number of factors including our earnings,

financial conditions, cash requirements and availability, the applicable legal restrictions, as well as

other restrictions on declaring dividends or other distributions. Such future declaration of dividends

may or may not reflect our historical declarations of dividends, so our past dividend distribution

should not be used as a reference or basis for determining our possible future dividends. There is

also no assurance that we will declare dividend at such levels as currently anticipated (as described

in the paragraph headed ‘‘Dividend policy and past dividends’’ in the section headed ‘‘Financial

Information’’ of this prospectus) and in such timing as currently anticipated, if at all.
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REGULATORY, POLITICAL AND ECONOMIC RISKS

The Government as regulator and Shareholder may give rise to conflicts of interest

The Government, through the Vendor, is our Shareholder. At the same time, the Government is

the regulatory authority for the industry in which we operate.

The Government, as a contracting party, monitors our performance and compliance with the

terms and conditions of the GETS Agreements. It is also responsible for the award of any new rights

to operate those Government Electronic Trading Services we are providing, and in so doing, the

Government ensures that there is fair competition among the service providers.

The Government, being the regulator and our Shareholder at the same time, may influence our

business and/or the businesses of our competitors in a manner that may not be in our best interests

or the best interests of our other Shareholders. There is no guarantee that the Government will act,

at all times, in our best interests despite its being our Shareholder.

The policies of the Government may change

The Government’s policies, intentions, preferences, views, expectations, projections, forecasts

and opinions set forth in this prospectus could be changed or modified in the future. If so, such

changes or modifications may result in reduced scope of our operations and/or services, increased

operating costs, or otherwise have an adverse impact on our business.

The Government may open up the market for the provision of the Government Electronic

Trading Services further and introduce more competition in the future as and when it sees fit. The

Government’s objective of opening up the Government Electronic Trading Services market is to

introduce into the market competition in price, quality of service, and development of value-added

services to the benefit of the trading community.

To achieve this overriding objective, the Government’s approach in regulating the Government

Electronic Trading Services market consists of several key elements including, but not limited to,

non-exclusivity, ownership restrictions, prohibitions against restraint of trade and publication of

service charges.

Unless otherwise stated, the Directors confirm that statements in this prospectus, in substance

or in form, as to the policies, intentions, preferences, views, expectations, projections, forecasts and

opinions of the Government reflect the prevailing policies or the present intentions, preferences,

views, expectations, projections, forecasts and opinions of the Government. In addition, a number of

the GETS Agreements are related to prevailing Government’s policies, and are subject to change

from time to time, and at any time.

The Government may from time to time change its policies, intentions, preferences, views,

expectations, projections, forecasts and opinions expressed or referred to in this prospectus,

including as a result of changes in the economic, political and social environment or its projections

of population and employment growth. The Government does not undertake to update any such

statement of policy, intention, preference, view, expectation, projection, forecast or opinion or

publicly announce any revision to any such statement to reflect future developments, events or

circumstances. In addition, the Import and Export Ordinance, the Dutiable Commodities Ordinance,

the Reserved Commodities Ordinance, the Industrial Training (Clothing Industry) Ordinance, the

Protection of Non-Government Certificate of Origin Ordinance and the Electronic Transactions
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Ordinance and their subsidiary legislation, like other Ordinances and subsidiary legislation, may be

amended, modified or repealed in accordance with the Hong Kong legislative process. Any

amendment, modification or repeal could modify the existing regulatory regime and, thereby,

adversely affect our financial condition and results of operations.

The Government may also adopt new policies and enact new laws, including those in relation

to IT and e-commerce, which may result in increased operating costs for us or otherwise have an

adverse impact on our business.

The laws relating to IT and e-commerce, including the Electronic Transactions Ordinance, may

change such that our business could be adversely affected

The Electronic Transactions Ordinance gives electronic records and digital signatures the same

legal status as other more traditional means of communication or signatures. The Commerce,

Industry and Technology Bureau of the Government completed a review of this ordinance, including

a public consultation, in 2002 and introduced the Electronic Transactions (Amendment) Bill 2003

into the Legislative Council to update and improve the ordinance. There may or may not be changes

effected to the Electronic Transactions Ordinance that could have a favourable or adverse impact on

our business.

There may also be legislation enacted from time to time as to what may or may not be done

electronically, and such legislation may have an adverse impact on our business.

Abolition of textiles quotas and other trade restrictions may have an adverse impact on us

There is uncertainty as to the extent of adverse impact (if any) in the future on textiles trade

and Tradelink’s business arising from the abolition of textiles quotas and other trade restrictions

under the WTO Agreement. The United States and the EU are the major trading partners of

Mainland China and Hong Kong. Any anti-dumping or other trade restrictive measures imposed by

them on Hong Kong or Mainland China may affect textiles trade and Tradelink’s business. The

possible measures that might be adopted by the Mainland China government in response to any of

the above restrictions and their knock-on effect on textiles trade and Tradelink’s business are

uncertain.

A substantial amount of the revenue generated by the Group is trade-related. For example, the

revenue generated from the Government Electronic Trading Services in relation to TDEC for the

three years ended 2004 and the four months ended 30 April 2005 represented approximately 70.4%,

71.3%, 73.3% and 82.0% of our total turnover respectively. Some of these trade-related services may

become obsolete due to changes in regulations. Our service for Electronic Visa Information System

was terminated on 1 January 2005 due to the abolition of textiles quotas. Imposition of any trade

restrictions or trade measures on Hong Kong or Mainland China may have an adverse impact on our

profitability in the business.

The Government may review and modify the Government Electronic Trading Services

The Government may consider whether there is a need to modify the Government Electronic

Trading Services in relation to EMAN, CO, PN, and TTRS to take into account the market situation,

the objective of its competition policy or any new control and documentation requirements which

may or may not be put in place in the near future in respect of any trade measures taken by major

trading partners of Hong Kong such as the United States and the EU. In any event, the Government

will keep its options open in relation to the long-term arrangement for Government Electronic
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Trading Services. For example, more Government Electronic Trading Services may be open to more

new service providers in the future. As such, we may have to face more competition and the

operating environment may change to our disadvantage.

On the other hand, the review by the Government of the future role of certain official trade-

related documents, including PN and notifications under TTRS, subsequent to the abolition of the

textiles quota system, may render Government Electronic Trading Services for some official trade-

related documents unnecessary in future.

The laws and regulations relating to the submission of documents to the Government may

change such that our business could be adversely affected

A significant proportion of our operations relate to trade or trade-related documents which are

required to be submitted to the Government under a number of ordinances, including the Import and

Export Ordinance, the Dutiable Commodities Ordinance, the Reserved Commodities Ordinance, the

Industrial Training (Clothing Industry) Ordinance and the Protection of Non-Government Certificate

of Origin Ordinance, and their subsidiary legislation. Our financial performance may be adversely

affected if future changes to the applicable laws and regulations result in the reduction or

elimination of the current filing requirements.

The conduct of certain parts of our business require Government licences and/or authorisations

We have been granted by the Government the right to provide GETS Services under the GETS

Agreements.

Digi-Sign, our wholly-owned subsidiary, issues digital certificates to our customers and

customers of our business partners. Digi-Sign is a recognised certification authority under the

Electronic Transactions Ordinance.

Our rights under the GETS Agreements may be terminated or may not be renewed, and Digi-

Sign may lose its recognition status in the event that it fails to comply with the relevant provisions

in the Electronic Transactions Ordinance and the Code of Practice for Recognized Certification

Authorities issued under that ordinance. In any event, there is no assurance that any rights, licences,

authorisations and permits which are required by us to conduct our businesses, whether now or

future, would be granted, even if the Government, through the Vendor, is our Shareholder.

There are certain political risks associated with doing business in Hong Kong

Substantially all of our assets are located in Hong Kong and substantially all of our revenue is

derived from Hong Kong. Accordingly, our results of operations, financial position and prospects are

subject to a significant degree to the economic, political and legal developments in Hong Kong.

With effect from 1 July 1997, Hong Kong became a special administrative region of the People’s

Republic of China when the People’s Republic of China resumed the exercise of sovereignty over

Hong Kong. The basic policies of the People’s Republic of China regarding Hong Kong are

embodied in the Basic Law of Hong Kong, which was adopted by the National People’s Congress of

the People’s Republic of China on 4 April 1990 and came into effect on 1 July 1997. The Basic Law

provides that Hong Kong has a high degree of autonomy and enjoys executive, legislative and

independent judicial power, including that of final adjudication, in accordance with the provisions of

the Basic Law. Under the principle of ‘‘one country, two systems’’, the socialist system and policies

will not be practised in Hong Kong, and the previous capitalist system and way of life shall remain

unchanged for 50 years.
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However, there can be no assurance that economic, political and legal developments in Hong

Kong will not adversely affect the Group’s operations.

A devaluation of the HK dollar may increase costs associated with our capital expansion

The HK dollar has been linked to the US dollar since 17 October 1983, and is currently trading

within a specified HK$7.75–$7.85 ‘‘band’’ to US$1.00. The Government has repeatedly reaffirmed

its commitment to this linked exchange rate system. However, in the event this policy was to be

changed and there were to be a devaluation of the HK dollar, this would increase the HK dollar cost

of our foreign currency capital expenditure.

The economic climate in Hong Kong and Asia could be volatile

Hong Kong and many Asian countries have experienced significant economic downturn and

related difficulties in the last few years, which have been exacerbated by the global economic

recession. As the economic crisis spread across the region, many Asian governments initially raised

interest rates to defend their weakening currencies, which had a negative impact on domestic growth

rates. In addition, liquidity was substantially reduced as foreign investors curtailed investments in

the region. The currency, as well as interest rates fluctuations and other factors, materially and

adversely affected the economies and cross-border trading of many Asian countries.

Since a substantial proportion of our business is related to trading between Hong Kong,

Mainland China and other Asian countries, the economic crisis and its effect as described above may

have an adverse impact on our business.

Increases in direct trans-shipments between Mainland China and Taiwan will have an adverse

impact on our business

There is currently limited direct trans-shipment between Mainland China and Taiwan, by air or

by sea. Most aircraft and vessels from these places, whether carrying passengers or cargoes,

generally transit through a third region.

Hong Kong’s re-exports industry benefits from this limited direct trans-shipment by reason of

its geographical position. According to official trade statistics from the customs authorities in

Mainland China, Taiwan was one of the top ten trading partners of Mainland China in 2004.

According to the trade statistics by the Census Department, Hong Kong’s re-exports to Taiwan

amounted to approximately HK$38.6 billion in 2003, accounting for approximately 2.4% of Hong

Kong’s total re-exports in 2003. If direct cross-strait trans-shipments increase, re-exports from Hong

Kong to Mainland China or Taiwan will be adversely affected, which will in turn have an adverse

impact on our business.

Increases in diversion of cargoes through ports in Mainland China will have an adverse impact

on our business

There has been a notable increase in the diversion of cargo traffic through ports in Mainland

China in recent years, particularly in the southern ports such as Shenzhen, Mainland China. While

Hong Kong as a whole is still ahead of Shenzhen, Mainland China in terms of the total number of

containers handled at the ports, there has been a considerable increase in the growth rates in favour

of Shenzhen ports in recent years. In particular, while easier border-crossing procedures and better

infrastructure facilities may increase the attractiveness of Hong Kong ports, cost differences favour

Shenzhen ports. To boost the competitiveness of Hong Kong’s ports, the Government revealed in
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November 2004 that it was studying measures needed to reduce trucking fees and container-handling

charges. However, to the extent that the Government plans to boost the competitiveness of Hong

Kong ports should fail or be insufficient, or the diversion in cargo traffic increases in volume or

extends to other ports in Mainland China, our business will be adversely affected.

There are litigation risks which may jeopardise the success of the Share Offer

The successful completion of the Share Offer (or any part thereof) may be jeopardised by civil

claim(s) or action(s), initiated or threatened to be initiated by any person(s) before the court of any

competent jurisdiction including the courts of Hong Kong against the Vendor and/or the Government

and/or us, regardless of the merits of such claim(s) or action(s), including, without limitation, any

application to the courts of Hong Kong for judicial review of the Share Offer or the Offer for Sale.

The successful completion of the Share Offer (or any part thereof) may also be jeopardised by the

outcome of any such civil claim(s) or action(s) (including any awards, orders, rulings, compromises

or consents), or any outcome thereof, or the lack of outcomes, thereof being subject to further appeal

or being overturned by decisions of a higher court pursuant to an existing or new or potential

action(s) or claim(s). The successful completion of the Share Offer may further be jeopardised by

any negative publicity and/or commentary, public protest and/or dissent directly or indirectly

associated with us, the Vendor, the Government or the Share Offer generally. Even if the Share

Offer is successful, the price of the Shares may fluctuate at any time after the commencement of its

dealings on the Main Board in light of any of the aforementioned circumstances. Although we

believe that the Offer for Sale is a commercial transaction undertaken by the Vendor which is not

amenable to judicial review, and that the Share Offer has complied with all applicable laws of Hong

Kong to the extent relevant, the courts of Hong Kong and/or the public may or may not hold the

same view.

RISKS RELATING TO MAINLAND CHINA

There are political and economic risks of doing business in Mainland China

Our services are used by customers with operations in Mainland China. There are political and

economic risks of doing business in Mainland China. Potential investors should note that changes in

the economic and political situation in Mainland China may affect our customers and our possible

future expansion into Mainland China and thus our future performance and profitability.

Over the past twenty years, Mainland China government has implemented economic reforms in

Mainland China resulting in significant economic and social advancement. However, many of these

reforms are unprecedented or experimental and may be subject to refinement, change or reversal.

There is no assurance that Mainland China government will continue to pursue a policy of economic

reforms in Mainland China.

There is no assurance that our future performance and profitability will not be adversely

affected by changes in the political, economic and social conditions in Mainland China or by

changes in government policies such as changes in laws and regulations, the interpretation of laws,

the introduction of measures to control inflation, changes in the rate and method of taxation, and the

imposition of additional restrictions on currency conversion and overseas remittances.
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There are uncertainties regarding interpretation and enforcement of laws and regulations in

Mainland China

The legal system in Mainland China is a civil law system based on written statutes. Unlike the

common law system, the decisions of the courts in Mainland China may be cited for reference but

may have little precedent value. Although the general effect of legislation for the past two decades

has significantly enhanced the protection of foreign investment enterprises in Mainland China, these

laws, regulations and requirements are relatively recent and their interpretation and enforcement are

subject to considerable uncertainty. In addition, as the legal system in Mainland China is subject to

further development, foreign investors in a similar position to us are faced with uncertainties as a

result of any introduction of new laws and changes in existing legislation.

There are currency conversion and exchange rate risks

Given that our services are used, and are likely to continue to be used, by customers with

operations in Mainland China, our Directors anticipate that a certain amount of our future revenue

and operating expenses in Mainland China may be denominated in RMB. The value of RMB may be

influenced by factors such as changes in the government policies in Mainland China, the domestic

and international economic and political developments in Mainland China, as well as supply and

demand in the Hong Kong market. With effect from 21 July 2005, the Mainland China government

has reformed the exchange rate regime by moving into a managed floating exchange regime based

on market supply and demand with reference to a basket of currencies. On 21 July 2005, this

revaluation resulted in the RMB appreciating against the US$ and HK$ by approximately 2%. On 23

September 2005, the daily trading band for RMB against non-US$ currencies was widened from

approximately 1.5% to approximately 3% to improve the flexibility of the new foreign exchange

system. Despite such developments, the RMB is still not a freely convertible currency. In addition,

there is no assurance that RMB will not be subject to devaluation or depreciation due to decisions of

the government of Mainland China or market movements, or that shortages in the availability of

foreign currency in Mainland China will not develop. The profitability of our operations relating to

Mainland China may be adversely affected by any devaluation of RMB.

RISKS RELATING TO THE INTERNET SECTOR

Our operations depend on a reliable Internet infrastructure

Our business is dependent upon a reliable Internet infrastructure that supports efficient data

transmission and provides adequate security. The existing Internet infrastructure may be unable to

cope with increased Internet traffic and further developments of the Internet infrastructure may not

be able to match the increased levels of activities on the Internet. In such event, the Internet would

lose its attraction as an effective communication and commercial medium, possibly resulting in a

decrease in the volume of electronic transactions.

If we are unable to keep abreast of the latest technology development and evolving industry

standards, our services and products may become obsolete

Our electronic services are characterised by rapidly changing technology and industry

standards, subscriber needs, new products and services. The emerging nature of these services and

their rapid evolution and increasingly shorter life cycles require us to continually improve our

performance, products, services, network and their ability to respond to technological developments.
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We cannot provide any assurance that we can continue to keep abreast of the latest

technological development. Furthermore, the development of new products or services using the

latest technology in response to market demand may require substantial capital expenditure and

access to related or enabling technologies in order to integrate the new technology with its existing

technology. We may not be successful in modifying our network infrastructure in a timely and cost-

effective manner to facilitate such integration, which could adversely affect the quality of our

services, the results of operations and our business and prospects.

lnternet transactions and communications could have security concerns

The development and growth of electronic transactions and communications on the Internet has

been significantly hampered by concerns over security and privacy. This affects us in particular

because of the nature of our business and our reliance on Internet security. We rely on our public

key infrastructure to provide the security and authentication necessary to certify and authenticate the

exchange of electronic documents. Any well-publicised compromise of security whether or not

relating to us could deter people from using the services provided by us to conduct e-commerce. We

may also incur significant costs to protect ourselves against the threat of security breaches or to

alleviate problems caused by these breaches.

Our computer systems may be vulnerable to hacking, viruses and other disruptions

Our systems are potentially susceptible to computer viruses, ‘hacking’ (i.e. unauthorised access

to information or systems), denial of service attacks, cyber-terrorism attacks or similar disruptions.

As we are in possession of a large amount of private and confidential information of our customers

and users, any such disruptions could jeopardise the security of confidential information stored in

our systems and/or cause disruption of services, which in turn would have a material adverse effect

on our reputation and business and thus our revenue.

The legal framework with respect to Internet and e-commerce in Hong Kong is developing

While Hong Kong is already better placed than most Asian countries in terms of legal

framework in the Internet and e-commerce areas, such a legal framework is still evolving and may

therefore give rise to matters which are unforeseeable and may adversely affect our business.

The Directors believe that while the legal framework is evolving, there are risks that any new

laws and regulations or changes to existing laws and regulations may have the effect of making it

more restrictive for us to operate and lead to an increase in compliance costs, or making it less

restrictive, thus leading to increase in competition. We need to closely monitor the changes in laws

and regulations and enforcement policy so that we can adjust our business structures and operating

systems where necessary. If we misinterpret the laws or if the business structures or operating

systems cannot be changed to conform to the changing laws or practice, we may be unable to

conduct the whole or part of our business.

RISKS RELATING TO OUR SHARES

An active trading market for our Shares may not develop and their market price may be

subject to volatility

An active trading market for our Shares may not develop and the trading price for our Shares

may fluctuate significantly. Prior to the Share Offer, there has been no public market for our Shares.

The Offer Price will be determined by negotiation between us, the Vendor and DBS Asia (for and on
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behalf of the Underwriters). This price may not be indicative of the price at which Shares will be

traded following the completion of the Share Offer. In addition, there can be no guarantee that an

active trading market for our Shares will develop, or, if it does develop, that it will be sustained

following the completion of the Share Offer, or that the market price of our Shares will not decline

below the Offer Price.

Share prices of Internet-related companies have fluctuated widely in the past, and the trading

prices of our Shares could be especially volatile. The trading price of our Shares may be subject to

significant volatility in response to, among others, the following factors, some of which are beyond

our control:

. investors’ perception of us;

. variations in our operating results;

. changes in Government policy relevant to our business area;

. announcements of new products or services;

. technological innovations;

. changes in pricing made by us, our competitors or providers of alternative services;

. changes to senior management;

. changes in share prices of other companies in the e-commerce and Internet sector;

. the depth and liquidity of the market for our Shares; and

. general economic and other factors.

Sales of substantial amounts of our Shares in the public market, or the perception that such

sales may occur, could materially and adversely affect the prevailing market price of our

Shares

Immediately after the Share Offer, the Vendor will hold approximately 16.80% of our issued

share capital (assuming the Over-allotment Option is not exercised at all), and the Founding

Shareholders will in aggregate hold approximately 53.20% of our issued share capital. The Shares

held by the Vendor and the Founding Shareholders (save for China Resources (Holdings) Company

Limited) will be subject to certain lock-up restrictions. Such restrictions will expire on the date

falling six months after the Listing Date (a summary of the lock-up restrictions to which the Vendor

is bound is included in the section headed ‘‘Underwriting’’ of this prospectus). The Vendor has also

undertaken to us and the Stock Exchange that it will give certain notifications to us in relation to

any pledge or charge which it or the Government may execute over its shares (a summary of such

notification undertaking is included in the section headed ‘‘Underwriting’’ of this prospectus)

(‘‘notification undertaking’’). After the expiry of such lock-up restrictions, the Vendor and the

Founding Shareholders may dispose of all or any part of their Shares in such manner and within

such time frame as they consider appropriate, subject to compliance with all applicable laws and, in

the case of the Vendor, subject to the due compliance with the notification undertaking (where

applicable). Any future disposal of the Shares of the Vendor is subject to the Government’s policies

and decisions. We cannot provide any assurance that the Vendor or any of the Founding
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Shareholders will not dispose of a substantial amount of our Shares in the future. The sale of a

substantial amount of our Shares in the public market, or the perception that such sales may occur,

could materially and adversely affect the prevailing market price of our Shares.

Our Shareholders’ interests in our share capital may be diluted in the future

We may need to raise additional funds in the future to finance expansion of or new

developments relating to our existing operations or new acquisitions. If additional funds are raised

through the issuance of new equity or equity-linked securities of us other than on a pro rata basis to

existing Shareholders, the percentage ownership of our Shareholders may be reduced, our

Shareholders may experience subsequent dilution and/or such securities may have rights,

preferences or privileges senior to those of our Shares.

Moreover, we have in place the Pre-IPO Share Option Scheme, and the total number of Shares

which may be issued upon the exercise of all outstanding options granted under the Pre-IPO Share

Option Scheme is 25,526,296 Shares, representing approximately 3% of our total issued Share

capital immediately following completion of the Share Offer.

We have also conditionally adopted the Share Option Scheme, although no options have been

granted thereunder.

Any exercise of the options granted under the Pre-IPO Share Option Scheme or to be granted

under the Share Option Scheme in the future and issuance of Shares thereunder would result in the

reduction in the percentage ownership of our Shareholders and may result in a dilution in the

earnings per Share and net asset value per Share, as a result of the increase in the number of Shares

outstanding after the issuance.

Under the Hong Kong Financial Reporting Standards (‘‘HKFRS’’), the costs of Shares granted

to employees through the Pre-IPO Share Option Scheme and the Share Option Scheme will be

charged to our profit and loss accounts, and the issue of new Shares to our employees should be

expensed at fair value. This would reduce our profitability.

Issuance of new Shares under the share option schemes will have a dilution effect and may

affect our profitability

Issuance of new Shares under the Share Option Scheme will lead to a dilution of the earnings

per Share and net asset value per Share because the number of Shares outstanding will be increased

after such issuance.

There are no recognition and measurement requirements under the HKFRS prior to 1 January

2005 in connection with the grant of options under the share option schemes. The Hong Kong

Institute of Certified Public Accountants has recently issued the HKFRS 2 Share-based Payment,

which will be effective for periods beginning on or after 1 January 2005. HKFRS 2 requires that

options granted under the share option schemes have to be recognised and measured at fair value. As

such, our profitability could be adversely affected.
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ISSUES TO CONSIDER IN RELATION TO STATEMENTS MADE IN THIS PROSPECTUS

Statistics in this prospectus that are derived from official publications may not be the most up-

to-date or accurate

Statistics in this prospectus, namely those provided by the WTO, the HK Customs, the Census

Department and the Hong Kong Trade Development Council set out in the sections ‘‘Industry

Overview’’ and ‘‘Business’’ of this prospectus, are derived from available official publications.

Whilst our Directors have taken reasonable care to ensure that the facts and official statistics

presented are accurately reproduced from such sources, they have not been independently verified by

us, the Vendor or the Government and, therefore, none of us, the Sponsor, the Underwriters, the

Vendor and the Government makes any representation as to the accuracy of such facts and official

statistics, which may not be consistent with other information compiled within or outside Hong

Kong. Due to different collection methods and other problems, the official statistics in this

prospectus may be inaccurate or may not be comparable with official statistics produced for other

economies. There can be no assurance that they are stated or compiled on the same basis or with the

same degree of accuracy as may be the case elsewhere.

There is a possibility that forward-looking statements contained in this prospectus may not

materialise

Included in this prospectus are various forward-looking statements whether made by us, our

Directors, the Vendor or the Government or any other person which can be identified by the use of

forward-looking terminology such as ‘‘aims’’, ‘‘believes’’, expects’’, ‘‘will’’, ‘‘should’’, ‘‘could’’,

‘‘seeks’’, ‘‘anticipates’’, ‘‘plans’’ or ‘‘intends’’ or by the negative of any of these terms or comparable

terminology, or by discussions of strategy or intentions. Such forward-looking statements are based

on assumptions regarding our present and expected future business strategies and the environment in

which we will operate in the future. In the light of these and other uncertainties, the forward-looking

statements in this prospectus should not be regarded as representations by us or the Vendor or of the

Government that our plans, expectations and objectives will be achieved, and investors should not

place undue reliance on such statements.

Limited Liability of the Vendor

The Vendor has taken responsibility in relation to some but not all information set out in this

prospectus (including the paragraphs from pages 27 to 42) which are identified in the paragraphs

headed ‘‘RESPONSIBILITY’’ in Appendix VI to this prospectus, but such partial absence of

assumption of responsibility shall not be construed to mean or imply any representation or warranty

on the part of the Vendor that the risk factors revealed in this section, which the Vendor has not

taken responsibility, are not present, or that our business, financial condition or results of operations

could not be materially affected by any of these risk factors. Investors should note the risk that any

claim, action or legal proceedings against the Vendor in relation to information which the Vendor

has not taken responsibility may turn out to be unsuccessful, and therefore they may have no

recourse against the Vendor in the event that any such information should be proven to be inaccurate

and/or misleading.
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Investors should read the entire prospectus carefully and we strongly caution investors not to

place any reliance on any information contained in press articles or other media, certain of

which may not be consistent with information contained herein

There has been press coverage regarding our Group and the Share Offer, including the articles

published on 29 September 2005 in The Standard, Ta Kung Pao, the Hong Kong Economic Times

and Ming Pao Daily News, which included certain financial information, financial and operation

projections, valuations, and other information about our Group (‘‘Third Party Information’’). Each of

us and the Vendor wish to emphasise to potential investors that none of us and the Vendor accepts

any responsibility for the accuracy and completeness of the Third Party Information, and that the

Third Party Information may not have been sourced from or authorised by us or the Vendor. None of

us and the Vendor makes any representation as to the appropriateness, accuracy, completeness or

reliability of any of the Third Party Information. To the extent that any of the Third Party

Information is inconsistent with or conflicts with, the information contained in this prospectus, each

of us, the Vendor and the Government disclaim any liability whatsoever for any loss howsoever

arising from or in reliance upon the whole or any part of such Third Party Information. Accordingly,

potential investors should not rely on any of such Third Party Information.
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STOCK BORROWING ARRANGEMENT

In order to facilitate the over-allocations in connection with the Share Offer, DBS Asia may

choose to borrow Shares from the Vendor under the Stock Borrowing Agreement, or acquire Shares

from other sources, including the exercise of the Over-allotment Option. For the purposes of the

Stock Borrowing Agreement, DBS Asia has applied to the Stock Exchange on behalf of the Vendor

for a waiver from strict compliance with Rule 10.07(1)(a) of the Listing Rules which otherwise

restricts the disposal of Shares by the Vendor following Listing. Further details of this waiver are set

out in the section headed ‘‘Structure of the Share Offer’’ in this prospectus.

MATERIAL CONTRACTS

We have applied to the SFC under section 38A of the Companies Ordinance for a certificate of

exemption from strict compliance with paragraph 17 of the Third Schedule to the Companies

Ordinance and to the Stock Exchange for a waiver from strict compliance with paragraph 53(2) of

Part A of Appendix I to the Listing Rules in relation to certain agreements. The SFC has issued a

certificate of exemption granting a partial exemption, and the Stock Exchange has granted a partial

waiver. Further details of such partial exemption and waiver are set out in the section headed

‘‘Commercially sensitive contracts’’ in Appendix VI to this prospectus.

PRE-IPO SHARE OPTION SCHEME

We have applied to the SFC under section 38A of the Companies Ordinance for a certificate of

exemption from strict compliance with the disclosure requirements of paragraph 10 of the Third

Schedule to the Companies Ordinance and to the Stock Exchange for a waiver from strict

compliance with the disclosure requirements under Rule 17.02(1)(b) and paragraph 27 of Part A of

Appendix 1 to the Listing Rules in relation to the Pre-IPO Share Option Scheme. The SFC has

issued a certificate of exemption and the Stock Exchange has granted this waiver, subject to certain

conditions. Further details of such exemption and waiver are set out in the section headed ‘‘Pre-IPO

Share Option Scheme’’ in Appendix VI to this prospectus.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus contains particulars given in compliance with the Companies Ordinance, the

Securities (Stock Exchange Listing) Rules 1989 of Hong Kong (as amended) and the Listing Rules

for the purpose of giving information to the public with regard to us. Our Directors collectively and

individually accept full responsibility for the accuracy and completeness of the information

contained in this prospectus and, having made all reasonable enquiries, confirm that:

1. the information contained in this prospectus is accurate and complete in all material

respects and not misleading;

2. to the best of their knowledge and belief, there are no other facts or matters the omission

of which would make any statement in this prospectus misleading; and

3. all opinions expressed in this prospectus have been arrived at after due and careful

consideration and are founded on bases and assumptions that are fair and reasonable.

Without prejudice to the generality of the foregoing and for the avoidance of doubt, our

Directors collectively and individually accept full responsibility for the accuracy and completeness

of (a) the information specified in the paragraphs headed ‘‘RESPONSIBILITY’’ in Appendix VI,

jointly with the Vendor; and (b) all other contents of this prospectus which do not fall within the

scope of (a) above.

The Offer Shares to the extent they comprise New Shares are offered by us solely on the basis

of the information contained and the representations made in this prospectus. No person is

authorised to give any information in connection with the Share Offer or to make any representation

not contained in this prospectus, and any information or representation not contained herein must not

be relied upon as having been authorised by us, the Vendor, the Government, the Sponsor, the

Underwriters or any of their respective directors or any other persons involved in the Share Offer.

THE VENDOR’S RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

The Vendor accepts responsibility jointly with our Directors for the accuracy and completeness,

as at the Latest Practicable Date (or at such other date as otherwise stated), of information in this

prospectus as specified in the paragraphs headed ‘‘RESPONSIBILITY’’ in Appendix VI to this

prospectus. Save to that extent, neither the Government nor the Vendor takes any responsibility

whatsoever for the contents of this prospectus or makes any representation that such contents are

accurate, complete and not misleading, and both the Government and the Vendor expressly disclaim

any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any

part of the contents of this prospectus.

The Sale Shares are offered by the Vendor solely on the basis of the information for which the

Vendor accepts responsibility, and specified in the paragraphs headed ‘‘RESPONSIBILITY’’ in

Appendix VI to this prospectus. No person (including us) is authorised by the Vendor or the

Government to give any information in connection with the Share Offer or to make any

representation not contained in this prospectus and identified in the paragraphs headed

‘‘RESPONSIBILITY’’ in Appendix VI and any information or representation not contained and

identified in the manner mentioned must not be relied upon as having been authorised by the

Vendor, the Government, the Sponsor, the Underwriters or any of their respective public officers,

directors or any other persons involved in the Share Offer.
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FULLY UNDERWRITTEN

The Share Offer comprises 23,328,000 Hong Kong Offer Shares initially available for

subscription or purchase (as the case may be) by the public under the Hong Kong Public Offer and

209,952,000 International Placing Shares initially available for subscription or purchase (as the case

may be) by professional, institutional and other investors under the International Placing, in each

case at the Offer Price payable by the subscriber or purchaser in full on application (plus brokerage

of 1%, a Stock Exchange trading fee of 0.005%, a SFC transaction levy of 0.005% and an investor

compensation levy of 0.002% on such price). This prospectus is published in connection with the

Share Offer, and, in the case of the Hong Kong Public Offer, together with the application forms,

sets forth the terms and conditions of the Hong Kong Public Offer.

The Share Offer is sponsored and managed by DBS Asia and fully underwritten by the

Underwriters. Information relating to the Underwriters and the underwriting arrangements is set forth

in the section headed ‘‘Underwriting’’ in this prospectus.

DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which will be determined by us, the

Vendor and DBS Asia (on behalf of the Underwriters) on or about 21 October 2005, or such later

date as may be agreed between us, the Vendor and DBS Asia (on behalf of the Underwriters) but in

any event no later than 6 : 00 p.m. on 26 October 2005.

If we, the Vendor and DBS Asia (on behalf of the Underwriters) are unable to reach an

agreement on the Offer Price on or about 21 October 2005, or such later date as may be agreed

between us, the Vendor and DBS Asia (on behalf of the Underwriters) but in any event no later

than 6 : 00 p.m. on 26 October 2005, the Share Offer, including the Hong Kong Public Offer,

will not become unconditional and will lapse.

OFFER SHARES TO BE OFFERED TO THE PUBLIC IN HONG KONG ONLY

No action has been taken to permit any public offering of the Offer Shares or the distribution

of this prospectus in any jurisdiction other than Hong Kong. Accordingly, this prospectus may not be

used for the purposes of, and does not constitute, an offer or invitation in any jurisdiction or in any

circumstances in which such an offer or invitation is not authorised, or to any person to whom it is

unlawful to make an unauthorised offer or invitation.

Each person acquiring the Offer Shares will be required, and is deemed by his/her acquisition

of the Offer Shares, to confirm that he/she is aware of the restrictions on offers of the Offer Shares

described in this prospectus and that he/she is not acquiring, and has not been offered, any Offer

Shares in circumstances that contravene any such restrictions.

The following information is provided for guidance only. Prospective applicants for Offer

Shares should consult their financial advisers and take legal advice, as appropriate, to inform them

of, and to observe, all applicable laws and regulations of any relevant jurisdictions. Prospective

applicants for the Offer Shares should inform themselves as to relevant legal requirements of any

applicable exchange control regulations and applicable taxes in the countries of their respective

citizenships, residence or domicile.
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United States

This prospectus has not been, and will not be, registered under the US Securities Act or under

any securities regulatory authority of any state of the US and may not be delivered within the United

States, or to, or for the benefit of, US persons. The Offer Shares may not be offered, sold, pledged

or transferred within the US, or to, or for the account or benefit of, US persons. The Offer Shares

are being offered and sold outside the US in an offshore transaction to non-US persons pursuant to

Regulation S under the US Securities Act. Terms used in these paragraphs have the meanings given

to them by Regulation S under the US Securities Act.

The Offer Shares have not been approved or disapproved by the United States Securities and

Exchange Commission, any state securities commission in the US or any other US regulatory

authority, nor have any of the foregoing authorities passed upon or endorsed the merits of the Share

Offer or the accuracy or adequacy of this prospectus or the prospectuses relating to the International

Placing. Any representation to the contrary is a criminal offence in the US.

United Kingdom

This prospectus has not been approved under Section 21 of the Financial Services and Markets

Act 2000 (‘‘FSMA’’) by a person authorised under FSMA in the United Kingdom. This prospectus is

being distributed in the United Kingdom only to, and is directed only at (i) investment professionals,

as defined in the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (the

‘‘FSMA Order’’) being persons who have professional experience in matters relating to investments;

and (ii) persons falling with Article 49(2)(A) to (D) (high net worth companies, unincorporated

associations, etc) of the FSMA Order (all such persons together being referred to as ‘‘relevant

persons’’). This prospectus must not be acted on or relied on by persons who are not relevant

persons. Any investment or investment activity to which this prospectus relates is available only to

relevant persons and will be engaged in only with relevant persons.

The Offer Shares may not be offered or sold in the United Kingdom except to persons who are

qualified investors within the meaning of section 86 of the FSMA as amended by the Prospectus

Regulations 2005. The prospectus has not been and will not be registered with the Registrar of

Companies in the United Kingdom.

In addition, no person may issue or pass on to any person in the United Kingdom any document

received by him/her in connection with the International Placing or communicate or cause to be

communicated any invitation or inducement to engage in investment activity (within the meaning of

Section 21 of the FSMA) in relation to the Offer Shares unless the recipient is a relevant person.

Singapore

This prospectus has not been and will not be registered as a prospectus with the Monetary

Authority of Singapore. Accordingly, this prospectus may not be issued, circulated or distributed in

Singapore nor may any of the Offer Shares be offered for subscription or sold, directly or indirectly,

nor may an invitation or offer to subscribe for or purchase any Offer Shares be made (i) to persons

in Singapore other than under circumstances in which such invitation, offer or sale does not

constitute an invitation, offer or sale of the Offer Shares to the public in Singapore or (ii) to the

public or any member of the public in Singapore other than pursuant to, and in accordance with the

conditions of, an exemption invoked under Division 1 Part XIII of the Securities and Futures Act
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and to persons to whom the Offer Shares may be offered or sold under such exemption. Furthermore,

no advertisement may be made offering or calling attention to an offer or intended offer of the Offer

Shares to the public in Singapore.

Japan

This prospectus has not been and will not be registered under the Securities and Exchange Law

of Japan. None of the Offer Shares may be offered or sold, directly or indirectly, in Japan or to, or

for the benefit of, any resident of Japan, except pursuant to an exemption from the registration

requirements of the Securities and Exchange Law of Japan and in compliance with any other

applicable requirement of Japanese law.

Mainland China

This prospectus may not be circulated or distributed in Mainland China and the Offer Shares

may not be offered or sold, directly or indirectly or offered or sold to any person for re-offering or

resale, directly or indirectly, to any resident of Mainland China except pursuant to applicable laws

and regulations of Mainland China.

Taiwan

This prospectus has not been and will not be registered as a prospectus with the Securities and

Futures Commission of Taiwan under the Securities and Exchange Law of Taiwan and we have not

been and will not be registered under the Company Law of Taiwan and related laws and regulations

of Taiwan. Accordingly, none of the Offer Shares may be offered for subscription, purchase or sold,

directly or indirectly, to the public in Taiwan.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Application has been made to the Listing Committee of the Stock Exchange for the listing of,

and permission to deal in, our Shares in issue, Shares to be issued and/or offered pursuant to the

Share Offer and any Shares to be issued upon the exercise of the options which have been granted

under the Pre-IPO Share Option Scheme or may be granted under the Share Option Scheme.

No part of our share or loan capital is listed or dealt in on any other stock exchange and, at

present, we are not seeking or proposing to seek a listing of or permission to deal in our Shares on

any other stock exchange.

REGISTER OF MEMBERS AND STAMP DUTY

All Shares to be issued and/or offered pursuant to the Share Offer will be registered on our

register of members to be maintained in Hong Kong.

Dealings in our Shares will be subject to Hong Kong stamp duty.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the Shares on the Stock

Exchange and the Company’s compliance with the stock admission requirements of HKSCC, the

Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in

CCASS with effect from the date of commencement of dealings in the Shares on the Stock Exchange
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or any other date as HKSCC chooses. Settlement of transactions between participants of the Stock

Exchange is required to take place in CCASS on the second business day after any trading day. All

activities under CCASS are subject to the General Rules of CCASS and CCASS Operational

Procedures in effect from time to time. All necessary arrangements have been made for the Shares to

be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of subscribing for, purchasing, holding,

disposing of, dealing in, or the exercise of any rights in relation to, the Offer Shares, you should

consult an expert.

We, our Directors, the Vendor, the Government, the Sponsor, the Underwriters and any of their

respective directors, agents or advisers or any other person involved in the Share Offer do not accept

responsibility for any tax effects on, or liabilities of any persons resulting from, the subscription for,

purchase, holding, disposing of, dealing in, or the exercise of any rights in relation to, the Offer

Shares.

PROCEDURE FOR APPLICATION FOR THE PUBLIC OFFER SHARES

The procedure for applying for the Hong Kong Offer Shares is set out under the section headed

‘‘How to apply for Hong Kong Offer Shares’’ in this prospectus and on the relevant application

forms.

STRUCTURE AND CONDITIONS OF THE SHARE OFFER

Details of the structure of the Share Offer, including its conditions, are set forth under the

section headed ‘‘Structure of the Share Offer’’ in this prospectus.
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INTRODUCTION

Hong Kong is known internationally as a free and open economy. Based on the Annual Survey

of Regional Offices Representing Overseas Companies in Hong Kong conducted by the Census

Department, a total of 3,609 overseas companies had regional operations in Hong Kong as at 1 June

2004, representing an increase of 11% from three years earlier. It also represents an increase of

12.5% from a year earlier.

As one of Asia’s key business hubs, the value of Hong Kong’s total imports and exports have

been consistently strong. In 2004, the total trade value of Hong Kong ranked third within the Asia

Pacific region, following Mainland China and Japan.

Major exporters and importers in merchandise trade (Asia Pacific) in 2004

Ranking Countries Exports Imports Total

US$’ billion (HK$) US$’ billion (HK$) US$’ billion (HK$)

1 Mainland China 593 (4,625.4) 561 (4,375.8) 1,155* (9,009)

2 Japan 565 (4,407) 455 (3,549) 1,020 (7,956)

3 Hong Kong 266 (2,074.8) 273 (2,129.4) 539 (4,204.2)

4 Republic of Korea 254 (1,981.2) 224 (1,747.2) 478 (3,728.4)

5 Taiwan 181 (1,411.8) 168 (1,310.4) 349 (2,722.2)

Source: World Trade Organization

* round-off variances adjusted

HONG KONG AS A KEY INTERNATIONAL TRADING HUB

Hong Kong has long been a key international trading hub. The recent performance of Hong

Kong’s external trade has been satisfactory. After a 5.4% growth in 2002, Hong Kong’s total exports

increased by 11.7% and 15.9% in 2003 and 2004, respectively.

HONG KONG TRADE STATISTICS 1995–2004

Exports Imports Re-exports GDP

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
0

500,000

1,000,000
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2,000,000
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HK$’ million

Source: Hong Kong Census & Statistics Department and Hong Kong Trade Development Council
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Hong Kong’s trade by countries

Total exports

2002 2003 2004

HK$’ billion % HK$’ billion % HK$’ billion %

Mainland China 613.2 39.3 742.5 42.6 888.5 44.0

US 333.0 21.3 324.2 18.6 341.6 16.9

EU 206.7 13.2 231.0 13.3 282.5 14.0

Japan 83.7 5.4 94.0 5.4 107.5 5.3

Taiwan 34.6 2.2 42.3 2.4 49.1 2.4

Singapore 31.6 2.0 35.7 2.1 43.6 2.2

Republic of Korea 30.4 1.9 35.5 2.0 44.1 2.2

Others 227.3 14.6 237.2 13.6 262.2 13.0

Total 1,560.5 100.0 1,742.4 100.0 2,019.1 100.0

Re-exports

2002 2003 2004

HK$’ billion % HK$’ billion % HK$’ billion %

Mainland China 571.9 40.0 705.8 43.5 850.6 44.9

Others 857.7 60.0 914.9 56.5 1,042.5 55.1

Total 1,429.6 100.0 1,620.7 100.0 1,893.1 100.0

Imports

2002 2003 2004

HK$’ billion % HK$’ billion % HK$’ billion %

Mainland China 717.1 44.3 785.6 43.5 918.3 43.5

EU 139.2 8.6 151.0 8.4 170.4 8.1

Japan 182.6 11.3 214.0 11.9 256.1 12.1

Taiwan 115.9 7.2 125.2 6.9 153.8 7.3

US 91.5 5.6 98.7 5.5 112.0 5.3

Singapore 75.7 4.7 90.6 5.0 111.0 5.3

Republic of Korea 76.0 4.7 87.3 4.8 100.5 4.8

Others 221.4 13.7 253.4 14.0 289.0 13.7

Total 1,619.4 100.0 1,805.8 100.0 2,111.1 100.0

Note: Figures of EU for 2004 are compiled based on 25 members while those for 2002 and 2003 were compiled based

on 15 members.

Source: Census & Statistics Department, Trade Development Council

As depicted above, Hong Kong’s major export markets are Mainland China, the US, the EU

and Japan. They respectively made up approximately 42.6%, 18.6%, 13.3% and 5.4% of Hong

Kong’s total exports in 2003. Hong Kong’s trade performance is in part fuelled by outward
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processing activities in Guangdong where the majority of Hong Kong companies have extended their

manufacturing base. In 2004, 43.5% of Hong Kong’s total exports to Mainland China were related to

outward processing activities.

On the strength of a pick-up in re-exports, imports of Hong Kong grew by 11.5% in 2003,

compared with a modest growth of 3.3% in 2002. In 2004, imports of Hong Kong grew further by

16.9%. Following a modest growth in 2003, retained imports, which account for around one-third of

Hong Kong imports, showed distinct expansion on entering 2004 amid stronger local consumption

and buoyant inbound tourism.

HONG KONG AS A KEY INTERNATIONAL LOGISTICS HUB

Leveraging on its trading activities, Hong Kong has also established itself as a key

international logistics hub in Asia. The strong expansion of the cargo base in the southern part of

Mainland China has always been a driver of port traffic growth in Hong Kong despite some

diversion of ocean-going transshipment cargo and the competition from new ports in the southern

part of Mainland China. Hong Kong is expected to continue to benefit from the generally favorable

current world trade environment and thereby the continued expansion of the cargo base in the

southern part of Mainland China.

There has been a considerable gap in the growth rates in favour of Shenzhen ports in recent

years. In particular, while easier border-crossing procedures and better infrastructure facilities may

increase the attractiveness of using the efficient Hong Kong ports, cost differences remain a

commercial reality that favours Shenzhen ports. To boost the competitiveness of Hong Kong’s ports,

the Government revealed in November 2004 that it is studying measures needed to reduce trucking

fees and container-handling charges.

The global trend towards short product cycle, small order volume, zero inventory and quick

delivery time also accentuates the reliance on airfreight for exports. The rising importance of

airfreight in Hong Kong’s total exports, according to Hong Kong Trade Development Council, from

17% in 1994 to 28% in 2004, has been caused largely by the rising share of electronic products in

Hong Kong exports and the confluence of electronics production bases on Mainland China and in

other Asian economies, to which Hong Kong supplies a wide range of electronic parts and

components. The rapidly growing cargo base in the southern part of Mainland China, together with

growing intra-regional trade, will continue to bode well for Hong Kong’s airfreight business in the

future.

TRADING BETWEEN HONG KONG AND MAINLAND CHINA

Hong Kong is the most important entrepot for Mainland China. If re-exports to and from

Mainland China are included, according to the Hong Kong Trade Development Council,

approximately 19% of the foreign trade of Mainland China were handled via Hong Kong in 2004.

As reflected in Hong Kong’s merchandise trade statistics by the Census and Statistics Department, in

2004, 60% of re-exports were of Mainland China origin and 45% were destined for Mainland China.

According to statistics by MOFCOM, Hong Kong was ranked the fourth largest trading partner of

Mainland China after the EU, US and Japan, with trading amounting to US$112.7 billion

(HK$879.06 billion) and accounting for 9.8% of its total trade in 2004.
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Mainland China has been Hong Kong’s largest trading partner since 1985. According to the

Hong Kong Trade Development Council, the share of Mainland China in Hong Kong’s global trade

increased from 9.3% in 1978 to 43.7% in 2004. Mainland China was Hong Kong’s largest import

source accounting for 43.5% of Hong Kong’s total imports, and the largest export market accounting

for 44% of Hong Kong’s total exports in 2004.

THE EFFECT OF CEPA ON HONG KONG DOMESTIC EXPORTS TO MAINLAND CHINA

To enhance the economic cooperation between Mainland China and Hong Kong, and to

facilitate further economic links between the two, the Mainland and Hong Kong Closer Economic

Partnership Arrangement (‘‘CEPA’’) was signed in June 2003.

Under phase 1 of CEPA, Mainland China applied zero tariffs to 374 import items (based on the

2004-edition of Mainland China tariff codes) of Hong Kong origin from 1 January 2004. On 1

January 2005, phase 2 of CEPA was implemented, under which zero tariffs for 729 additional Hong

Kong origin products (based on the 2005-edition of Mainland China tariff codes) were provided.

The immediate benefit of the zero tariffs is cost savings for Hong Kong domestic exports to

Mainland China. In the longer run, it is expected that Mainland China market will stimulate new

manufacturing activities in Hong Kong which will further drive up domestic exports. It is expected

that certain industries that rely heavily on intellectual property and do not require a large scale of

production, such as high-end fashion, designer watches and jewelry, would be set up in Hong Kong.

RELEVANT LAWS AND REGULATIONS

Imports, exports and dutiable commodities

TDEC have to be lodged for all items (other than exempted articles) imported into and

exported from Hong Kong.

The import and export of certain articles are subject to the issuance of an import/export licence

by certain government departments. Also, the production of certain textiles (cut-and-sewn garments)

to be exported to certain countries requires lodgement of a PN by the manufacturer with the Trade

and Industry Department. The Government further requires particulars of cargoes being imported

into and exported from Hong Kong to be submitted by the carrier to the HK Customs, the Census

Department and the Trade and Industry Department by way of a manifest. A Certificate of Hong

Kong Origin is required to facilitate customs clearance at the importing end, or to satisfy the

customs requirements of certain importing countries, or to accede to the buyers’ requirements for

Hong Kong origin products. Such applications are submitted by the Hong Kong exporters and

manufacturers. These requirements and the relevant regulations are set out in the relevant

ordinances, including the Import and Export Ordinance, the Reserved Commodities Ordinance, the

Industrial Training (Clothing Industry) Ordinance and the Protection of Non-Government Certificates

of Origin Ordinance.

Furthermore, under the Dutiable Commodities Ordinance, permits must be obtained from the

HK Customs before dutiable commodities can be removed for local sale, to or from a warehouse, or

for export. Goods to which the Dutiable Commodities Ordinance applies are alcoholic liquor,

tobacco, hydrocarbon oil and methyl alcohol.
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Traditionally, all TDEC, submissions of official trade-related documents and applications to

regulatory authorities and service providers such as ports and shipping companies were in the form

of paper documents. However, as part of the Government’s initiative in the 1990s to promote

electronic transactions within the trading community and thereby enhance Hong Kong’s position as a

leading international trading hub, the Government encouraged traders to transact business

electronically. In pursuit of this objective, the Government has, since 1997, increasingly adopted

electronic submission and processing for certain Government trade-related documents.

Digital certification

As the market for e-commerce is rapidly expanding in Hong Kong, the Electronic Transactions

Ordinance, which was enacted in January 2000 and amended in June 2004, aims to facilitate and to

provide a clear legal framework for the conduct of electronic transactions. The Electronic

Transactions Ordinance gives electronic records and digital signatures used in electronic

transactions the same legal status as their paper-based counterparts and establishes a framework

to promote and facilitate the operation of recognised certification authorities so as to ensure trust

and security in electronic transactions. Digi-Sign obtained the status of a recognised certification

authority under the Electronic Transactions Ordinance in July 2001. It was the first private company

to obtain such a status. In addition to Digi-Sign, there are two other certification authorities, one

private and one public, recognised under the Electronic Transactions Ordinance as at the Latest

Practicable Date.

Privacy of personal data

As we have in our possession private and confidential personal data, our operations in relation

to this data are regulated by the Personal Data (Privacy) Ordinance. ‘‘Data user’’ is defined in the

ordinance as ‘‘a person who, either alone or jointly or in common with other persons, controls the

collection, holding, processing or use of the data.’’ The Group is regarded as a data user and is

therefore subject to the principles set out in the Personal Data (Privacy) Ordinance regarding the

collection, use, retention, accuracy and security of and access to personal data.

Section 33 of the Personal Data (Privacy) Ordinance, which is not yet in force, provides,

amongst other things, that personal data, which is collected, processed, held or used in Hong Kong

or controlled by a data user whose principal place of business is in Hong Kong, shall not be

transferred to a place outside Hong Kong unless there is consent in writing or where the transferring

place has similar legislation as the Personal Data (Privacy) Ordinance. The provision of GETS

Services which requires the transfer of personal data outside of Hong Kong will be subject to this

section.

The Privacy Commissioner for Personal Data also has the power to impose a code of practice

on data users.

In relation to ‘‘clicktrails’’ information, the Privacy Commissioner has indicated that customer

site-to-site activity stored on a server’s log is personal data if it is possible to associate such

clicktrails with an individual customer. Analysis of ‘‘clicktrails’’ information will enable the

development of a profile of the user’s interests which could be sold or transmitted to third parties

for direct marketing purposes. The Privacy Commissioner has stated that a company should not

perform such analysis if the user has not provided the data for such use.
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HISTORY AND DEVELOPMENT

Business development

Ahead of any official support from the public sector, nine well-known private sector companies

with the common vision of creating a new era in the Hong Kong trade and commercial industries

established our Company in September 1988. The mission was to promote electronic trading services

in Hong Kong.

Shortly after our formation, we entered into discussions with the Government with a view to

accomplishing our mission. In the early 1990s, the Government began to promote the wider adoption

of electronic commerce in the trading community. Its objective was to enhance Hong Kong’s

position as a leading trading centre by encouraging traders to transact business and commercial

transactions electronically, thereby increasing efficiency and productivity. In furtherance of this

policy, the Government commissioned a feasibility study in the provision of a community electronic

trading service in Hong Kong. The results of the study were encouraging and indicated substantial

growth potential in this area.

The Government therefore decided to adopt electronic processing in the handling of various

official trade-related documents. Pursuant to the agreements entered into between us and the

Government in December 1992 and in March 1994, the Government granted an exclusive franchise

to us for the provision of Government Electronic Trading Services to the trading community in

relation to six official trade-related documents, namely RTEL, CO, PN, TDEC, DCP and EMAN.

This exclusive franchise expired seven years following the commercial launch of the first electronic

service for handling official trade-related documents.

With the exclusive Government Franchise in place, we engaged Hewlett-Packard Hong Kong

Limited (which has since changed its name to Hewlett-Packard HK SAR Limited) to develop an

operating platform for services under the Government Franchise. Following extensive research and

development and testing, the first electronic trade-related service in respect of applications for RTEL

was commercially launched under the name of Tradelink in January 1997. This was closely

followed by the introduction of Government Electronic Trading Services in relation to TDEC in

April 1997. In order to facilitate the provision of a secure channel of communications, in September

1996, we began to issue digital certificates to subscribers for the purposes of performing electronic

transactions. In January 1998, due to increased business demands, we opened our first service centre

located at the Trade and Industry Department Tower in Mongkok, Hong Kong. In August of the

same year, our RTEL service was expanded to cover carrier notifications.

In 1999, we introduced two further new services to process applications for PN and CO, and

opened two additional service centres in Kwai Chung and Shatin, Hong Kong. Starting in 1998, we

began to expand our customer service coverage by engaging third party organisations under franchise

agreements to open and operate new service centres at convenient locations around the territory. The

five Government Approved Certification Organisations, namely the Chinese General Chamber of

Commerce, the Chinese Manufacturers’ Association of Hong Kong, the Indian Chamber of

Commerce Hong Kong, the Federation of Hong Kong Industries and the Hong Kong General

Chamber of Commerce, first entered into such franchise agreements with us in 1998 to operate

service centres at their existing outlets. All five organisations are our business partners, and the last

two are also our Shareholders. Dah Sing Bank and International Chamber of Commerce – Hong

Kong, China subsequently became third party service centre operators in August 1999 and March

2000 respectively.
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In February 2000, we launched our business portal, www.tradelink-ebiz.com. This Internet

portal provides an online transaction gateway for users to access and handle the submission of

various trade-related documents. It also provides trade-related and promotional information relating

to our products and services. In February, April and September of the same year respectively, the

electronic submission of PN, TDEC and CO were made compulsory by the Government. As part of

our strategy to expand our coverage to a regional level, we, together with the Taiwan-based Trade-

Van, the Singapore-based CrimsonLogic (formerly Singapore Network Services Pte. Ltd.) and Korea

Trade Network Inc, formally incorporated the PAA in 2001, with the common objective of

promoting e-commerce in the regional trading community. The PAA was subsequently joined by

Infoshare of Mainland China (now replaced by China International Trade and Economy Network

Communications Co. Limited), CAT TPC of Thailand, JETS of Japan, DagangNet of Malaysia and

TEDMEV of Macau.

Identifying synergy and business opportunities, we began to expand the scope of our services to

cover non-Government related transactions by gradually introducing our private sector and

international services. Digi-Sign, our wholly-owned subsidiary, was formed in October 2000 to

take over our digital certification operations. In July 2001, Digi-Sign became the first private

company in Hong Kong to be granted with the status of a ‘‘recognised certification authority’’ (under

the Electronic Transactions Ordinance) by the Government.

The then Port and Maritime Board of Hong Kong commissioned a consultancy study at the end

of 2000 to develop a Competitive Strategy and Master Plan for Hong Kong to maintain its position

as the preferred international and regional transportation and logistics hub. The development of an

electronic architecture in the form of a DTTN was identified as one of the key initiatives to maintain

and enhance Hong Kong’s logistics competitiveness. To further develop the conceptual framework of

this initiative, the Government commissioned a consultant to conduct a study for developing the

DTTN. The consultancy report submitted in 2002 confirmed the strategic importance of establishing

the DTTN in enhancing the competitiveness of the logistics industry, and set out the guiding

principles as well as the technical blueprint for the development of the DTTN. The findings and

recommendations of the consultancy report were endorsed by LOGSCOUNCIL. To facilitate early

implementation of the DTTN, in April 2003, the E-logistics Project Group (ELPG) of

LOGSCOUNCIL openly invited interested parties to submit proposals. After careful and thorough

consideration, the Assessment Panel set up under the ELPG considered our proposal to be the closest

available one to the blueprint envisaged in the consultancy report. After deliberation, the

LOGSCOUNCIL recommended that the Government should enter into discussion with Tradelink

on the development and operation of the DTTN through a separate corporate entity, hence the

incorporation of DTTNCo. The service parameters, service levels, pricing model and implementation

programme of the DTTN are defined and reflected in the DTTN Operating Agreement. Under the

DTTN Operating Agreement, DTTNCo is obliged to commence a pilot run (as defined in the DTTN

Operating Agreement) of the DTTN services before the end of 2005.

In 2002, the Government signed another agreement expiring on 31 December 2003 with us for

the provision of GETS Services for delivering notifications under the TTRS.

Our GETS Services in relation to DCP were initially launched in January 2002, followed by the

Government’s imposition of mandatory electronic application for such permits in July of the same

year. In co-operation with CIECC and Top Global Technology Limited, in 2002, we launched

Jingmao Link which is a synchronised information management system for cross-border trade

between Hong Kong and Mainland China. Our GETS Services in relation to EMAN and to

notifications under the TTRS were subsequently launched in April and May 2003 respectively.
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After consulting the Commerce and Industry Panel of the Legislative Council of the

Government and the trade in 2001, the Government decided to continue to appoint us as a service

provider on a non-exclusive basis after the expiry of the exclusive Government Franchise on 31

December 2003, and to appoint new service providers to inject competition into the Government

Electronic Trading Services market in relation to TDEC, DCP and EMAN, which are not solely or

predominantly related to textiles trade and may or may not be affected by the abolition of global

textiles quotas in January 2005.

Following a tender exercise, the Government appointed an additional service provider for the

provision of Government Electronic Trading Services in relation to TDEC and DCP in March 2003.

The new service provider launched its Government Electronic Trading Services in relation to TDEC

in January 2004 and in relation to DCP in August 2004.

In December 2003, the Government signed non-exclusive service agreements with us for the

provision of GETS in relation to TDEC, DCP and EMAN from 1 January 2004 to 31 December

2008, and in relation to RTEL, CO, PN, and TTRS from 1 January 2004 to 31 December 2004.

Under the GETS regime, we are subject to a price ceiling mechanism. The duration of the GETS

Agreements in relation to RTEL, CO, PN and TTRS was relatively short because these four

documents are solely or predominantly related to textiles trade and the abolition of textiles quotas in

January 2005 was anticipated to have a major impact on them.

In December 2004, the Government signed non-exclusive service agreements with us for the

provision of GETS in relation to CO and PN from 1 January 2005 to 31 December 2008, and in

relation to TTRS from 1 January 2005 to 31 December 2005.

With effect from 1 January 2005, in accordance with the World Trade Organization Agreement

on Textiles and Clothing, all quotas for the export of textiles and clothing products from one WTO

Member economy to another have been eliminated. Hong Kong’s textiles and clothing exports to

overseas markets from that date onwards are quota-free. In relation to this, some of our public sector

services, namely RTEL, Carrier Notification and Electronic Visa Copy, were terminated.

Corporate development

Our Company was established with a capital base of HK$15,000,000 by the following nine

private sector shareholders in September 1988 (each having shareholdings of approximately 11.67%

in the Company, with the exception of Maersk Hong Kong Limited which held approximately 6.67%

of the share capital in the Company):

. China Resources (Holdings) Company Limited

. Hong Kong Air Cargo Terminals Limited (subsequently transferred to HACTL

Investments Limited)

. HIT Holdings Limited (subsequently transferred to HIT Enterprises Limited)

. Hong Kong Telecommunications Limited (later renamed as PCCW-HKT Limited)

. Maersk Hong Kong Limited

. Modern Terminals Limited
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. Standard Chartered Bank (later renamed as Standard Chartered Bank (Hong Kong)

Limited)

. Swire Pacific Limited

. The Hongkong & Shanghai Banking Corporation Limited

In February 1989, The Hong Kong General Chamber of Commerce and the Association of Hong

Kong Air Freight Agents Limited (later renamed as Hong Kong Association of Freight Forwarding

and Logistics Limited) invested an aggregate sum of HK$1,250,000 in the Company by subscribing

at par value for approximately 6.15% and 1.54% of the issued share capital of the Company

respectively. The respective shareholdings of the initial Shareholders of the Company (other than

Maersk Hong Kong Limited) were thus diluted to approximately 10.77%. The shareholding of

Maersk Hong Kong Limited in the Company was diluted to approximately 6.15%.

In 1990, the Company raised additional funds of HK$4,062,500 through the subscription by its

11 Shareholders of further Shares at par value in proportion to their respective shareholdings in the

Company. The Government subsequently became the twelfth Shareholder of the Company in

December 1992, investing an aggregate sum of HK$11,750,000 through a share subscription at par

value by The Financial Secretary Incorporated which gave it an approximately 36.65% shareholding

in the Company. The respective shareholdings of the remaining Shareholders of the Company

(except Maersk Hong Kong Limited) was thus diluted to approximately 6.82%. The shareholding of

Maersk Hong Kong Limited in the Company was diluted to approximately 3.90%.

In March 1993, Maersk Hong Kong Limited sold Shares amounting to approximately 2.34% of

the issued share capital of the Company to The Hong Kong General Chamber of Commerce and its

remaining Shares to the other Shareholders of the Company (other than Hong Kong Association of

Freight Forwarding and Logistics Limited and The Financial Secretary Incorporated) in equal

proportions, and in each case at par value. As a result of such share sale, the shareholding of The

Hong Kong General Chamber of Commerce in the Company was increased to approximately 6.24%,

whilst the shareholding of each of the remaining Shareholders (except The Financial Secretary

Incorporated) was increased to approximately 7.02%. The Financial Secretary Incorporated retained

a shareholding of approximately 36.65% in the Company.

The Company underwent two further fund-raising exercises in April and May 1994

respectively, in each case by way of additional Share subscriptions at par value by existing

Shareholders, receiving an aggregate sum of HK$85,000,000 in equity funding. Upon completion of

the two fund-raising exercises, the shareholding of The Financial Secretary Incorporated in the

Company was approximately 47.94%, whilst that of HIT Holdings Limited (subsequently transferred

to HIT Enterprises Limited), The Hong Kong General Chamber of Commerce, Standard Chartered

Bank (later renamed as Standard Chartered Bank (Hong Kong) Limited) and Hong Kong Association

of Freight Forwarding and Logistics Limited was approximately 5.77%, 5.02%, 1.92% and 0.27%

respectively. The shareholding in the Company of each of the other six Shareholders was increased

to approximately 6.51%.

In December 1997, further equity funds in the aggregate sum of HK$15,000,000 were received

by the Company through additional Share subscriptions at par value by The Financial Secretary

Incorporated, Hong Kong Telecommunications Limited (later renamed as PCCW-HKT Limited) and

The Hongkong & Shanghai Banking Corporation Limited respectively. At the same time, The

Federation of Hong Kong Industries became a Shareholder of the Company by virtue of its equity

investment of HK$5,000,000. Upon completion of these fund-raising exercises, the respective
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shareholdings of these four Shareholders in the Company were approximately 44.60%, 9.21%, 9.21%

and 3.65%. In the absence of any further investments from the remaining eight Shareholders, their

shareholdings in the Company were diluted to approximately 4.92% for HIT Holdings Limited

(subsequently transferred to HIT Enterprises Limited), approximately 1.64% for Standard Chartered

Bank (later renamed as Standard Chartered Bank (Hong Kong) Limited), approximately 4.29% for

The Hong Kong General Chamber of Commerce, approximately 0.23% for Hong Kong Association

of Freight Forwarding and Logistics Limited, and approximately 5.56% for each of the other four

Shareholders.

TAL Apparel Limited became the latest Shareholder of the Company in August 2000 by

subscribing for a shareholding of approximately 4.73% in the Company, for an aggregate

consideration of HK$76,840,000. As a result, the respective approximate shareholding percentages

of the 13 Shareholders were as follows:

. 42.49% — The Financial Secretary Incorporated

. 8.78% — The Hongkong & Shanghai Banking Corporation Limited

. 8.78% — Hong Kong Telecommunications Limited (later renamed as PCCW-HKT

Limited)

. 5.30% — China Resources (Holdings) Company Limited

. 5.30% — HACTL Investments Limited

. 5.30% — Modern Terminals Limited

. 5.30% — Swire Pacific Limited

. 4.73% — TAL Apparel Limited

. 4.69% — HIT Holdings Limited (subsequently transferred to HIT Enterprises Limited)

. 4.08% — The Hong Kong General Chamber of Commerce

. 3.47% — The Federation of Hong Kong Industries

. 1.56% — Standard Chartered Bank (later renamed as Standard Chartered Bank (Hong

Kong) Limited)

. 0.22% — Hong Kong Association of Freight Forwarding and Logistics Limited

The Financial Secretary Incorporated and the 12 private sector companies remain as our

Shareholders. Further details regarding these Shareholders are set forth in the section headed

‘‘Shareholding and corporate structure’’ below.
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SHAREHOLDING AND CORPORATE STRUCTURE

The following chart shows our shareholding and corporate structures and our principal

operating subsidiaries and associated companies, immediately after completion of the Share Offer

(assuming the Over-allotment Option is not exercised):

Tradelink Electronic Commerce Limited
(Hong Kong)

The Financial
Secretary Incorporated

(Note 13)

Other public
Shareholders

DTTNCo
(Hong Kong)

(Note 19)

KAZ Computer
Services

Hongkong Limited
(HK)

(Note 15)

Trade Facilitation
Services Limited

(Hong Kong)
Dormant
(Note 21)

Digi-Sign
Certification

Services Limited
(Hong Kong)

(Note 20)

i-LegalService
Limited

(Hong Kong)
(Note 16)

Pan Asian
e-Commerce

Alliance Trade
Services Limited

(BVI)
(Note 17)

Pan Asian
E-Commerce

Alliance Services
Limited

(HK)
(Note 18)

Pan Asian
Certificate Policy
Authority Limited

(BVI)
(Note 14)

100% 35% 20% 20% 20% 25%100%

The Hongkong &
Shanghai Banking

Corporation Limited
(Note 1)

PCCW-HKT
Limited
(Note 2)

China Resources
(Holdings)

Company Limited
(Note 3)

HACTL
Investments

Limited
(Note 4)

Modern Terminals
Limited
(Note 5)

Swire Pacific
Limited
(Note 6)

TAL Apparel
Limited
(Note 7)

HIT Enterprises
Limited
(Note 8)

Hong Kong
General Chamber

of Commerce
(Note 9)

The Federation
of Hong Kong

Industries
(Note 10)

Standard Chartered
Bank (Hong Kong)

Limited
(Note 11)

Hong Kong
Association of

Freight Forwarding
and Logistics Limited

(Note 12)

8.12% 8.12% 4.90% 4.90% 4.90% 4.90%

4.37% 4.34% 3.78% 3.21% 1.46% 0.20%

16.80% 30 %

70.83%

29.17%

Notes:

1. The Hongkong & Shanghai Banking Corporation Limited is a company incorporated in Hong Kong with limited

liability and is a subsidiary of HSBC Holdings plc., a company listed on the Main Board.

2. PCCW-HKT Limited is a company incorporated in Hong Kong with limited liability and is a subsidiary of

PCCW Limited, a company listed on the Main Board.

3. China Resources (Holdings) Company Limited is a company incorporated in Hong Kong with limited liability.

4. HACTL Investments Limited is a company incorporated in Hong Kong with limited liability.

5. Modern Terminals Limited is a company incorporated in Hong Kong with limited liability.

6. Swire Pacific Limited is a company incorporated in Hong Kong with limited liability and the shares of which are

listed on the Main Board.

7. TAL Apparel Limited is a company incorporated in Hong Kong with limited liability.

8. HIT Enterprises Limited is a company incorporated in the British Virgin Islands with limited liability and is a

subsidiary of Hutchison Whampoa Limited.
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9. Hong Kong General Chamber of Commerce is a company incorporated in Hong Kong with limited liability.

10. The Federation of Hong Kong Industries is a body corporate incorporated in Hong Kong under the Federation of

Hong Kong Industries Ordinance (Chapter 321 of the Laws of Hong Kong).

11. Standard Chartered Bank (Hong Kong) Limited is a company incorporated in Hong Kong with limited liability

and is a subsidiary of Standard Chartered PLC, a company listed on the Main Board.

12. Hong Kong Association of Freight Forwarding and Logistics Limited is a company incorporated in Hong Kong

with limited liability.

13. The Financial Secretary Incorporated is a corporation sole incorporated in Hong Kong under the Financial

Secretary Incorporation Ordinance (Chapter 1015 of the Laws of Hong Kong). The Shares held by The Financial

Secretary Incorporated are assets of the Government held in the name of The Financial Secretary Incorporated.

14. The remaining 80% of the issued share capital of Pan Asian Certificate Policy Authority Limited is held by

Trade-Van Information Services Co., CrimsonLogic Pte Ltd, Korea Trade Network Inc. and JETS, each having a

shareholding of 20% and all being members of the PAA and Independent Third Parties. The principal business

activity of Pan Asian Certificate Policy Authority Limited is to provide a trusted framework for PAA member

community to execute electronic cross border trading transactions securely.

15. The remaining 75% of the issued share capital of KAZ Computer Services Hongkong Limited is held by KAZ

Group Limited Corporation, an Independent Third Party. The principal business activity of KAZ Hong Kong is to

provide a data and disaster recovering centre service to its customers.

16. The remaining 65% of the issued share capital of i-LegalService Limited, is held as to approximately 29.4% by

Legal Offices’ Alliance Limited, as to approximately 11.2% by Lamda Properties Limited, as to approximately

5% by Well Earth Enterprises Limited and as to approximately 19.4% by Ku Fan, Pamela, all being Independent

Third Parties. The principal business activity of i-LegalService Limited is to provide online support services to

the legal community.

17. The remaining 80% of the issued share capital of Pan Asian e-Commerce Alliance Trade Services Limited is held

by Trade-Van Information Services Co., CrimsonLogic Pte Ltd, Korea Trade Network Inc. and JETS, each

having a shareholding of 20% and all being members of the PAA and Independent Third Parties. The principal

business activity of Pan Asian E-Commerce Alliance Services Limited is to provide secretariat and

administrative services for PAA.

18. The remaining 80% of the issued share capital of Pan Asian E-Commerce Alliance Services Limited is held by

Trade-Van Information Services Co., CrimsonLogic Pte Ltd, Korea Trade Network Inc. and JETS, each having a

shareholding of 20% and all being members of the PAA and Independent Third Parties. The principal business

activity of Pan Asian E-Commerce Alliance Services Limited is to provide secretariat and administrative services

for PAA.

19. From its incorporation on 30 April 2004, DTTNCo was a 100% subsidiary of the Company. Pursuant to the

DTTNCo Acquisition Agreement, completion of the DTTN Restructuring took place on 31 August 2005, when

we transferred to the Vendor 31,500,000 shares in DTTNCo. This represents approximately 29.17% of the issued

share capital of DTTNCo as at the Latest Practicable Date, and the Company continues to hold approximately

70.83% of the issued share capital of DTTNCo. DTTNCo is, accordingly, our non-wholly owned subsidiary. The

DTTN Restructuring is subject to the fulfilment of a condition subsequent described in the section headed

‘‘Connected transactions and arrangements relating to DTTNCo’’. As at the Latest Practicable Date, the condition

subsequent has not been fulfilled. Pursuant to the terms of the DTTNCo Acquisition Agreement, the condition

subsequent must be fulfilled prior to 31 August 2006. DTTNCo is considering inviting other parties to subscribe

for new shares in DTTNCo. Under the DTTNCo Shareholders’ Agreement, our shareholding and the Vendor’s

shareholding in DTTNCo may be diluted as a result of subsequent allotments of new shares by DTTNCo to new

investors (if any), provided that the Vendor’s shareholding may not be diluted to below approximately 21% save

with the prior written consent of the Vendor. Details of the DTTN Restructuring, including of the DTTNCo

Acquisition Agreement and the DTTNCo Shareholders’ Agreement, are set forth under the section ‘‘Connected

transactions and arrangements relating to DTTNCo’’.

20. The principal business activity of Digi-Sign Certification Services Limited is to issue digital certificates and

other related security solutions.

21. Trade Facilitation Services Limited is a dormant company and therefore currently carrying on no business.
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REVENUE MODEL

Our services are available to registered subscribers as well as ad hoc customers who visit our

self-operated or franchised service centres. Registered subscribers pay an annual subscription fee and

can enjoy the convenience of connecting to our service system from their own offices. Ad hoc

customers who use our over-the-counter services must physically attend our self-operated or

franchised service centres and pay a handling charge for the conversion of paper data into electronic

form. Both registered subscribers and ad hoc customers also pay transaction-based fees, although the

former may sometimes enjoy promotional benefits. Certain support services, such as digital

certificates issued to our registered customers for digitally-signed electronic documents, are provided

free of charge as part of our value-added service commitment. As a result, our turnover is mainly

generated through basic annual subscription fees and transaction-based charges. For each of the three

years ended 31 December 2004 and the four months ended 30 April 2005, annual subscription fees

represented approximately 8.3%, 7.9%, 7.1% and 8.5% of our annual total turnover, respectively,

and transaction-based charges represented approximately 89.4%, 89.3%, 90.5% and 90.3% of our

total turnover for the period respectively.

CURRENT BUSINESS ACTIVITIES

Introduction

We are in the business of providing trade-related electronic services which can be broadly

categorised into two groups: (i) public sector services, and (ii) private sector and international

services.

Public sector services

Our public sector services are GETS Services that are licensed to us by the Government on a

non-exclusive basis under the GETS Agreements whereby we act as a medium between the

Government and private sector companies, providing value-added electronic solutions to the

otherwise paper-bound application and submission processes for certain official trade-related

documents. For each of the three years ended 31 December 2004 and the four months ended 30 April

2005, turnover generated from our public sector services, including the annual subscription fees and

transactions and handling fees received by us, represented approximately 94.0%, 94.2%, 95.1% and

95.3% of our total turnover, respectively. For each of the three years ended 31 December 2004 and

the four months ended 30 April 2005, annual subscription fees received by us amounted to

approximately HK$25.3 million, HK$24.5 million, HK$19.8 million and HK$6.4 million,

representing approximately 8.4%, 7.9% and 7.1% and 8.5% of our total revenue respectively. A

summary of the public sector services is set forth below:

Service

Expiration of

right

Number of

competitor

Approximate

market share

Attributable revenue as an approximate

percentage of our total turnover

Year

ended 31 December

Four months ended

30 April

2002 2003 2004 2004 2005

(Note 1) (Note 2) (Note 3)

Import and export

declarations (TDEC)

31 December

2008

1 94% 70.4% 71.3% 73.3% 74.0% 82.0%

Production notifications

(PN)

31 December

2008

None 100% 1.2% 1.1% 1.3% 1.2% 0.5%

Certificates of origin (CO) 31 December

2008

None 100% 1.1% 1.1% 1.2% 1.1% 0.9%
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Service

Expiration of

right

Number of

competitor

Approximate

market share

Attributable revenue as an approximate

percentage of our total turnover

Year

ended 31 December

Four months ended

30 April

2002 2003 2004 2004 2005

(Note 1) (Note 2) (Note 3)

Dutiable commodities

permits (DCP)

31 December

2008

1 99% 0.2% 0.3% 0.4% 0.4% 0.5%

Electronic submission of

manifests in respect of

cargoes carried by air,

rail or water (EMAN)

31 December

2008

None 100% — 0.1% 0.7% 0.5% 1.0%

Notifications under

Textiles Trader

Registration Scheme

(TTRS)

31 December

2005

None 100% — 0.01% 0.1% 0.1% 0.2%

Notes:

(1) The above reflected the status as at the Latest Practicable Date. (Please also refer to the paragraphs headed

‘‘Competition’’ in the section headed ‘‘Business’’ and the paragraphs headed ‘‘Government’s intention to increase

competition in relation to Government Electronic Trading Services’’ in the section headed ‘‘Relationship with the

Government’’).

(2) We were the sole provider of Government Electronic Trading Services in relation to TDEC prior to 1 January

2004. We had a market share of approximately 97% in 2004 and approximately 94% for the first six months in

2005 with reference to the total number of TDEC received by the Census Department.

Based on the information provided by the HK Customs, our GETS Services in relation to DCP had a market

share of approximately 99% for the six months ended June 2005 with reference to the total number of DCP

applications received by the HK Customs.

Besides EMAN and TTRS, the electronic submission to the Government of the other documents above is

mandatory (i.e. no paper submission is accepted). The market shares for EMAN and TTRS above do not take into

account submissions made in paper form.

(3) The information for the four months ended 30 April 2004 is based on our unaudited management accounts for

that period.

. Import and export declarations (TDEC)

Under the Import and Export Registration Regulations and the Industrial Training (Clothing

Industry) Ordinance, any person who imports or exports any article (other than exempted articles)

are generally required to lodge a TDEC with the HK Customs. For regular traders prior to 1997, a

substantial allocation of resources was required for the completion and physical submission of

TDEC. Since 1997, we have provided our registered subscribers with an online platform over which

TDEC can be sent to us for onward submission to the HK Customs. We also provide a support

service, operated by us and by our franchisees, of converting paper-form TDEC into electronic-form.

Following the expiry of the exclusive Government Franchise on 31 December 2003, we have

become one of the two providers of Government Electronic Trading Services in relation to TDEC in

Hong Kong, with a market share of approximately 97% in 2004 and approximately 94% for the first

six months in 2005 with reference to the total number of TDEC received by the Census Department.

BUSINESS

— 68 —



. Production notifications (PN)

The PN arrangement serves to ensure that the principal manufacturing process of cut-and-sewn

garments is carried out in Hong Kong. A PN has to be lodged with the Trade and Industry

Department within the specified period before the commencement of the major assembly work in

Hong Kong.

With effect from 1 January 2005 and as at the Latest Practicable Date, the only products which

require the Company’s GETS Services in relation to PN are cut-and-sewn garments intended for

export to the US.

With our GETS Services in relation to PN, manufacturers and their subcontractors, if any,

producing cut-and-sewn garments in Hong Kong can prepare, sign and lodge their PN electronically

via our online platform to the Trade and Industry Department. In cases where more than one party is

involved in the production of the cut-and-sewn garments concerned (i.e. when a subcontractor is

involved), our electronic platform offers the function of consolidating the lodgement of electronic

PN, as well as sorting and delivering the official responses to all relevant parties, thereby enhancing

efficiency and reducing administrative inconvenience.

We also provide a supporting service of converting paper-form PN into electronic-form.

We were the only provider of Government Electronic Trading Services in relation to PN as at

the Latest Practicable Date (see however the paragraphs headed ‘‘Competition’’ in the section headed

‘‘Business’’ and the paragraphs headed ‘‘Government’s intention to increase competition in relation

to Government Electronic Trading Services’’ in the section headed ‘‘Relationship with the

Government’’).

. Certificates of origin (CO)

A CO issued by the Trade and Industry Department or one of the five Government Approved

Certification Organisations serves as proof that the relevant exported products are of Hong Kong

origin. A CO may be required for customs clearance or used to demonstrate compliance with the

buyers’ requirement that the goods were produced in Hong Kong. Prior to the introduction of our

service, applications for the issue of CO had to be lodged with the Trade and Industry Department or

any one of the five Government Approved Certification Organisations by way of physical

attendance.

Since August 1999, as part of our GETS in relation to CO, we have provided an online

platform for the electronic application for and receipt of CO from the Trade and Industry

Department or one of the five Government Approved Certification Organisations to which the

relevant electronic applications were sent. As at the Latest Practicable Date, these five Government

Approved Certification Organisations were the Chinese General Chamber of Commerce, the Chinese

Manufacturers’ Association of Hong Kong, the Indian Chamber of Commerce Hong Kong, the

Federation of Hong Kong Industries and the Hong Kong General Chamber of Commerce. All five

organisations are our business partners, and the last two are also our Shareholders. Once approved,

the CO are electronically issued to the applicant via our platform. We also provide a supporting

service of converting paper-form applications into electronic-form submissions.
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As at the Latest Practicable Date, we were the only provider of Government Electronic Trading

Services in relation to CO (see however the paragraphs headed ‘‘Competition’’ in the section headed

‘‘Business’’ and the paragraphs headed ‘‘Government’s intention to increase competition in relation

to Government Electronic Trading Services’’ in the section headed ‘‘Relationship with the

Government’’).

. Dutiable commodities permits (DCP)

Traders who import, export or manufacture dutiable commodities as defined in the Dutiable

Commodities Ordinance (such as alcoholic liquor, tobacco, hydrocarbon oil and methyl alcohol) or

otherwise operate a warehouse for storing such products, must obtain relevant licences from the HK

Customs on an annual basis. The licensees must also apply for a DCP each time they import, export

or remove dutiable goods for local sales or for export.

We launched our GETS services in relation to DCP in January 2002. These services allow

traders to apply for and receive various types of DCP electronically, including the following:

— removal permit for duty-paid goods

— removal permit for dutiable goods

— export permit

— ships’ stores permit

— pass and vouchers

We also provide a supporting service of converting paper-form applications into electronic-

form submissions.

As at the Latest Practicable Date, we were one of the two providers of Government Electronic

Trading Services in relation to DCP in Hong Kong.

. Electronic submission of manifests in respect of cargoes carried by air, rail or water (EMAN)

Under the Import and Export Ordinance, a person in charge of a cargo carrier, on entering or

leaving Hong Kong, must on demand of a HK Customs officer provide him with a set of manifests

in respect of the cargo on board. Cargo carriers are required to submit cargo manifests to the Census

Department and the Trade and Industry Department within 14 days of the cargo’s arrival into Hong

Kong and within 14 days of the cargo’s departure from Hong Kong respectively.

As part of the GETS Services in relation to EMAN, we provide an online service in relation to

the post-shipment manifests to registered subscribers in respect of air, rail and water cargo manifests

enabling electronic submission of such manifests to the relevant Government departments, namely

the Census Department and the Trade and Industry Department. By using our service, customers are

able to submit the post-shipment manifest in one electronic submission to the relevant Government

departments, whereas separate copies would be required if it were in paper form. By using this

service, customers can also receive detention notices and release vouchers issued by the HK

Customs, submit import and export statements, and reply to queries raised by the Government

departments through our platform.
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We launched our GETS Services in relation to EMAN in 2003. We also provide a supporting

service of converting paper-form manifests into electronic-form. As at the Latest Practicable Date,

we were the only provider of Government Electronic Trading Services in relation to EMAN (see

however the paragraphs headed ‘‘Competition’’ in the section headed ‘‘Business’’ and the paragraphs

headed ‘‘Government’s intention to increase competition in relation to Government Electronic

Trading Services’’ in the section headed ‘‘Relationship with the Government’’).

. Textiles Trader Registration Scheme (TTRS)

Under the TTRS, which has been in operation since July 1993, a registered trader may be

exempted from the licensing requirements in respect of textiles which fall within the scope of such

scheme. When a registered trader relies on the exemption granted to him under the scheme, the

appropriate notifications must be filed with the Trade and Industry Department. With the abolition of

the textiles quota system from 1 January 2005, the scope of the TTRS has been modified to cover

only the following categories:

— imports of textiles from Mainland China

— exports of textiles to Mainland China

— exports of textiles to the US

— transshipment of textiles to and from any country or place

As part of the GETS Services in relation to TTRS, we provide a one-stop online solution for

the preparation, submission and delivery of all notifications under the TTRS electronically by parties

concerned, including textiles importers, exporters, forwarders and carriers.

We launched our GETS Services in relation to TTRS in 2003. Notifications under TTRS will

be required until the end of 2005; whether the scheme will be needed after 2005 will be determined

in a review currently being conducted by the Trade and Industry Department.

As at the Latest Practicable Date, we were the only provider of Government Electronic Trading

Services in relation to TTRS in Hong Kong (see however the paragraphs headed ‘‘Competition’’ in

the section headed ‘‘Business’’ and the paragraphs headed ‘‘Government’s intention to increase

competition in relation to Government Electronic Trading Services’’ in the section headed

‘‘Relationship with the Government’’).

Private sector and international services

Our private sector and international services, described in further detail below, are principally

electronic trade-related and B2B information and documentation services. Our services also cover

the electronic submission of trade-related information by private sector companies to certain

authorities outside Hong Kong.

For each of the three years ended 31 December 2004 and the four months ended 30 April 2005,

turnover generated from our private sector and international services represented approximately

6.0%, 5.8%, 4.9% and 4.7% of our total turnover respectively.
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. Trader documentation service

The trader documentation service is a web-based application solution that facilitates secured

electronic document exchange for Hong Kong and international trade transactions (including those

for procurement and logistics purposes). This service is integrated with our GETS services in

relation to TDEC services and other services, and enables traders and logistics service providers to

prepare and execute, electronically, a complete set of trade and commercial documents. The service

helps to streamline the trade cycle and improve the efficiency of the trade process.

. Electronic shipping order service

Our electronic shipping order service provides a convenient and secured communication

channel for industry players including shippers, forwarders and carriers to execute shipping

transactions. Through our platform, shippers and forwarders can prepare and submit shipping orders

and obtain draft bills of lading. Once the order details are processed, the cargo carriers send a draft

master bill of lading to the forwarder or a draft house bill of lading to be sent from a forwarder to a

shipper via the same platform. Using our platform, the shipper is able to verify the relevant details

on the draft master or house bills of lading before issuing the formal master or house bill of lading.

We have entered into agreements with two overseas companies, namely Inttra Inc. (a US-based

industry consortium whose aim is to facilitate electronic ocean cargo management) and GT Nexus,

Inc. (a US-based provider of supply chain software) on 13 May 2004 and 15 September 2004

respectively, for the provision of an all-in-one communication channel for industry players. Each of

Inttra Inc. and GT Nexus, Inc. has formed connections with a significant number of carriers.

Through our connection with these two organisations, shippers and forwarders can transact with most

major carriers using our online platform which connects to the Inttra and GT Nexus carrier

gateways.

. Automated manifest service

Our automated manifest service is a solution for carriers and non-vessel operating common

carriers (or more commonly known as NVOCCs within the transport industry) to meet the

requirements under the ‘‘24-Hour Rule’’ imposed by the US Customs since 2 February 2003 as a

result of the September 11 attacks. The ‘‘24-Hour Rule’’ requires sea carriers and NVOCCs to

provide the US Customs with detailed content descriptions of marine cargo bound for the US, no

later than 24 hours prior to the loading of the cargo containers at the port of origin. Similar

regulations were also imposed by the Canadian Customs in Canada in April 2004.

Through the automated manifest service, advance cargo information may be submitted

electronically to the US Customs and Canadian Customs 24 hours prior to the lading of US-

bound and Canada-bound cargoes at foreign ports. Launched in 2003 (for US-bound cargoes) and in

2004 (for Canada-bound cargoes) respectively, our solution also integrates with our shipping order

service so that carriers and NVOCCs can electronically obtain certain cargo information from

shippers or forwarders in a timely manner for the purpose of meeting the timeframe under the ‘‘24-

Hour Rule’’. Customers are also able to prepare and submit accurate and timely marine cargo

manifest information to the authorities by using features such as e-mail notification, import/export

interface, document amendment and move voyage.
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. Digital certificates

Digital certificates used for supporting digital signatures enable electronic transactions to be

conducted in a secured manner.

We have been issuing digital certificates to our customers since September 1996, a service

which is provided free of charge to our registered subscribers. Following the enactment of the

Electronic Transactions Ordinance in 2000, our wholly-owned subsidiary, Digi-Sign, was set up and

was granted the status of a ‘‘recognised certification authority’’. Digi-Sign was the first private

company to obtain such recognition status from the Government. As a ‘‘recognised certification

authority’’ to provide services relating to the issuance of digital certificates in Hong Kong, Digi-Sign

provides its service framework in compliance with the provisions of the Electronic Transactions

Ordinance. The standards of practice adopted by Digi-Sign are in compliance with the Code of

Practice for Recognized Certification Authorities published by the Government Chief Information

Officer.

Digi-Sign’s recognised digital certificates are issued under the trade name of ID-Cert. We offer

three classes of recognised digital certificates, namely personal ID-Cert, organisational ID-Cert and

encipherment ID-Cert. Personal ID-Certs are issued to individuals for identification of the

individual, whilst organisational ID-Certs are issued for corporate use. Both personal and

organisational ID-Certs are used to support digital signatures for non-repudiation purposes.

Encipherment ID-Certs, on the other hand, are used for encryption and decryption of electronic

transactions for data confidentiality purposes. Utilising its secured service framework and

infrastructure, Digi-Sign has extended its business to other secured services and products, in

addition to those relating to recognised certification. These include premium certificates and super

SSL server certificates. Each of these is described further below:

— Premium Certificates

These certificates are issued to individuals and corporations across the globe. The

certificate format and application procedure can be fully customised to meet the specific

security and operational requirements of individual customers.

— Super SSL Server Certificates

These certificates are used to verify the authenticity and identity of corporate or

commercial web sites. When in use, these certificates ensure the maintenance of a secured

communication channel between the organisation and its customers, employees and business

partners.

Certificates issued by Digi-Sign are used in all of our public sector services to provide a

secured infrastructure for the execution of on-line transactions. However, our services also support

the use of other recognised digital certificates. Digi-Sign’s certificates are also used by customers of

organisations including The Bank of East Asia, Hong Kong Jockey Club, PAA, ESD Services

Limited (for PKI-based services), TEDMEV (Macau) and CTM (Macau).

Up to the Latest Practicable Date, Digi-Sign has issued over 200,000 digital certificates.
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. Jingmao Link ( )

In October 2002, we entered into a cooperation agreement with CIECC and Top Global

Technology Limited for the joint operation and provision of processing trade services in Hong Kong

and Mainland China. Under this agreement, we are responsible for the provision of such service,

with Top Global Technology Limited being responsible for the marketing and promotion of the

service in the Hong Kong market, and CIECC being responsible for the marketing and promotion of

the service in the Mainland market.

CIECC is a leading e-commerce provider in Mainland China, established by the MOFCOM

(then known as MOFTEC) in 1996 as a state-owned enterprise under the central government. CIECC

has been engaged in the creation of a safe e-commerce environment for the Chinese Government and

enterprises.

Jingmao Link (also known as ‘‘JM-Link’’) ( ) is a synchronised cross-border electronic

information management system developed to serve as a common platform to allow traders and

manufacturers engaged in the processing trade business in Mainland China and their counterparts in

Hong Kong to manage business information and to handle all related commercial, transportation and

statutory documents more conveniently and effectively. These include the electronic application for

MOFCOM processing trade contracts, and the provision of real-time synchronisation of data between

the Hong Kong and Mainland China counterparties in the approved processing trade contracts and

other documents required by the authorities in Hong Kong and Mainland China, as well as other

commercial and logistics cross-border documents. The service helps manufacturers and traders

involved in cross-border trade to capitalise on China’s accession to the WTO.

We have been working with CIECC on enhancements of the service to enrich its functions and

features to bring more value to customers and to extend the service to locations around the Pearl

River Delta region.

Strategic alliances & investments

. Pan-Asian E-Commerce Alliance

Rather than entering into direct competition with our regional competitors, our Directors

believe that we will gain benefits through co-operation with regional industry players. We, together

with CrimsonLogic and Trade-Van, have therefore initiated a regional forum known as the Pan-Asian

E-Commerce Alliance or PAA, with the aim of becoming the leading body to provide e-commerce

transaction application services for the business community on a global B2B basis. We do not

currently generate any significant income from our participation in PAA, as it is currently more of a

platform for members to exchange their views and implement various co-operative initiatives. Noting

the general trend in the formation of international trade pacts such as the EU and NAFTA, however,

our Directors believe that this is an area of growth potential both at the micro and macro economic

levels.
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Since its formation, the membership of PAA has grown to nine. The following table sets forth

the names and locations of these nine members:

Name Location

Tradelink Hong Kong

Trade-Van Taiwan

CrimsonLogic Singapore

CIECC Mainland China

KTNet Korea

JETS Japan

DagangNet Malaysia

TEDMEV Macau

CAT TPC Thailand

The PAA has launched a number of initiatives, the major ones of which include a framework

for mutual recognition of digital certificates issued by local certificate authorities in individual PAA

member economies, secured inter-regional trade transaction platforms, and a Pan-Asian portal and

cargo tracking service, which is currently being tested.

The initiatives and services are implemented and provided through the following limited

companies, in each of which we hold a 20% interest in the issued share capital:

— Pan Asian e-Commerce Alliance Services Limited

— Pan Asian Certification Policy Authority Limited

— Pan Asian e-Commerce Alliance Trade Services Limited

Further projects with trading partners in the region continue to be identified and explored by

PAA.

. OnePort

OnePort was originally established on 25 November 2002 as a consortium among HIT

Investments Limited, Modern Terminals-OnePort Investment Limited and COSCO-HIT Terminals

(Hong Kong) Limited with the aim of providing and promoting electronic services to replace the

traditional paper-form port terminal transactions between carriers and shippers. We currently hold an

approximately 9.29% interest in the issued share capital of OnePort, having made a capital

investment of HK$50,000,000 which was a sum negotiated on the basis of the expected future

prospects of OnePort. The remaining interests in the issued share capital of OnePort are held by HIT

Investments Limited (an associate of one of our Shareholders, HIT Enterprises Limited) as to

approximately 45.35%, by Modern Terminals-OnePort Investment Limited (an associate of one of

our Shareholders, Modern Terminals Limited) as to approximately 36.28% and by COSCO-HIT

Terminals (Hong Kong) Limited (an associate of one of our Shareholders, HIT Enterprises Limited)

as to approximately 9.07%.
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. i-LegalService

i-LegalService was initially established on 19 May 2000 with the aim of providing support

services to the legal community, such as secured web-based document management, online land and

company search engines, online referral services, and online discussion forums. We currently have

an approximately 35% shareholding in this venture, having made a capital investment of

approximately HK$5,780,000 which was a sum negotiated on the basis of the expected future

prospects of i-LegalService. The remaining approximate 65% of the issued share capital of i-

LegalService is held as to approximately 29.4% by Legal Offices’ Alliance Limited, as to

approximately 11.2% by Lamda Properties Limited, as to approximately 5% by Well Earth

Enterprises Limited and as to approximately 19.4% by Ku Fan, Pamela, all being Independent Third

Parties. One of the expansion plans of this joint venture company is for the expansion of its service

coverage to cover other professions such as accountants, surveyors, insurers, medical practitioners.

. KAZ Hong Kong

In conjunction with our Australian business partner, KAZ Group Limited, we established KAZ

Hong Kong on 28 March 2002 to provide a data and disaster recovery centre service to corporate

customers. Data and disaster recovery centres act as a defence line to almost all kinds of modern day

businesses, as computer hardware and software are inevitably susceptible to system failures and

outages from time to time. In addition to the installation and housing of back-up systems, KAZ

Hong Kong offers its customers monitoring, maintenance and assessment services for system

improvements. Our investment was made at the par value of HK$25 and resulted in us and KAZ

Group Limited holding equity stakes of 25% and 75%, respectively. We also provided an interest-

free shareholder loan of HK$1.9 million to KAZ Hong Kong. The amount of the investment and the

shareholder loan was based on the estimated working capital requirement of KAZ Hong Kong. KAZ

Group Limited is an Independent Third Party.

As part of our strategy to reduce our overheads, we also entered into an 8-year outsourcing

agreement with KAZ Hong Kong for the provision of data centre and support desk services in

respect of our operations on 12 April 2002. Our annual costs under the outsourcing arrangement are

approximately HK$7.68 million. The outsourcing agreement may be terminated after 3 years from

the commencement date of the agreement by either party by giving 90 days’ written notice and

HK$100.

. Systech On-line

Systech On-line was established on 15 October 1999, and we became a shareholder of this

company on 22 February 2002. Systech On-line is a software house specialising in IT consulting and

project management, system architecture and application development, e-commerce total solution

and software application. We invested HK$7,500,000 in acquiring our 10% equity stake in Systech

On-line, the amount of the investment being based on the profitability of Systech On-line at the time

of investment. The remaining interests in the share capital of Systech On-line are held by Syslive

Information Limited as to approximately 89.99% and Cybertech Capital Limited as to approximately

0.01% (both of which are Independent Third Parties).
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SALES AND MARKETING

Sales and marketing team

The sale and distribution of our services are achieved through various marketing channels,

including seminars, direct marketing, exhibitions and press advertisements. Other marketing

initiatives include customer incentive programmes to encourage early registration by customers

and customer loyalty programmes such as membership reward schemes.

Customer services

We believe we provide flexible and comprehensive services to our customers, which include

registered subscribers and ad hoc users.

Tradelink service centres

As at the Latest Practicable Date, we had a network of 27 customer service centres spread

across Hong Kong at convenient locations. These service centres were established so that customers

who do not have computer or Internet facilities may utilise our services. One of the customer service

centres is operated by us directly, whilst the remaining 26 customer service centres are franchised to

and operated by other trade associations and banks in Hong Kong.

Submissions are accepted in paper form over the counter and encoded into electronic messages

for onward transmission to the Government electronically. Customers are able to pay relevant

service fees for the submissions in person and, where relevant, collect hard copies of the approved

licence(s), permit(s) or certificate(s) after processing.

TDEC may also be posted to us for conversion into electronic form.

Hotline services

Our registered subscribers are provided with a comprehensive and bilingual customer service

hotline facility which operates from 7 : 00 am to 11 : 00 pm daily, including public holidays.

On-site technical support

We provide an on-site technical support service to customers whose problems cannot be

resolved by phone.

Training services to customers

We conduct a wide spectrum of training courses for our customers. These courses cover the use

of our software to access our own services and other services offered in conjunction with our

partners. In order to cater for different customer requirements, we also offer refresher courses and

computer skills training courses from time to time for existing and new services or at the request of

customers.

Customers and suppliers

Our customers mainly comprise importers, exporters and manufacturers which regularly use our

trade-related electronic services. As at the Latest Practicable Date, our registered subscribers were in

excess of 54,000. The percentage of our turnover attributable to our five largest customers was less
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than 5% for each of the three years ended 31 December 2004 and the four months ended 30 April

2005. None of our Directors, their respective associates or our existing Shareholders who will be

interested in more than 5% of the Company’s issued share capital immediately following the Listing

Date has any interest in any of our five largest customers for each of the three years ended 31

December 2004 and the four months ended 30 April 2005.

During the Track Record Period, our costs of services mainly comprised salaries of staff, and

the expenses of promotion and marketing, repair and maintenance, utility and telecommunications.

The costs of services were difficult to associate directly with any particular type of our revenue as

most of them were common to different types of revenue. Given the nature of our business (i.e.

provision of services) and the fact that the services to which the above expenses relate were

provided by a number of different entities, our Directors consider that there is no single main

supplier to the Group.

Pricing policy

Our revenue model is based on basic annual subscription fees (for most customers, ranging

from approximately HK$348–HK$468 per annum) and transaction charges, subject to price ceilings

agreed with the Government. Currently, the standard transaction charges range from HK$0.5 (TTRS)

to HK$12.9 (TDEC) per transaction. A standard annual subscription fee is levied against most

subscribers upon registration and thereafter at the beginning of each calendar year. Various

transaction charges are also levied for each transaction made via Tradelink’s platform, depending on

the type of transaction. Disbursements, such as Government fees, are charged to customers

separately. In special circumstances, certain transaction charges may be reduced or waived. We also

charge additional handling fees for processing paper submissions submitted by customers at our

service centres.

Credit and payment policy

When registering as a subscriber, a customer is automatically assigned with a credit limit based

on the amount of its deposit or bank guarantee and is normally given credit periods ranging from

one day to one month. The amount of deposit is determined on a customer-by-customer basis,

depending on its usage of our services. Generally, if a customer reaches or exceeds its credit limit

before the end of the normal billing cycle, it may be given an increase in its credit limit. However,

if a customer is in default of payment for whatever reason, its account is automatically suspended

from operation until all outstanding charges have been fully settled. For that reason, customers may

also, and often do, place deposits with us from time to time to cover their charges. During the Track

Record Period, the average amount of deposits placed by a registered customer was approximately

HK$3,000.

There is, however, no credit policy for our ad hoc customers who are required to pay the

relevant charges (including service charges, service centre handling fees and Government fees) in

full when using our over-the-counter services.

In view of such tight credit controls, we have been able to limit the level of bad debts. We do

not have a general provisioning policy in respect of trade receivables. Specific trade receivables

considered not recoverable will be written-off. For each of the three years ended 31 December 2004

and the four months ended 30 April 2005, our bad debts written off were approximately HK$20,000,

HK$16,000, HK$1,000 and nil respectively.
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INFORMATION TECHNOLOGY INFRASTRUCTURE

Transactional service platform

We provide our transactional services for the exchange and processing of electronic documents

through a scalable and reliable computer system platform that can be accessed by our customers by

different means of end-user interface. Depending on the business needs, some of our services such as

EMAN are operated, save for necessary stoppages for activities such as system maintenance and

disaster recovery drills, 24 hours a day, 7 days a week, all year round.

Multiple access channels

We offer our customers different means of accessing our services depending on their business

needs. The majority of our customers either use our Internet-enabled software products installed on

the computer system at their premises, or use web-browsers via our business portal

www.tradelink-ebiz.com to access our transactional service platform over the Internet. We have

some high transaction volume customers who choose to interface with our service platform using

leased-line connections. The Internet-enabled software products are designed to provide a range of

related documents to form a product suite that suits the business needs of specific industry sectors.

For example, we have two software products, ValuNet and LogiNet, that are designed for two

different industry groups. ValuNet is designed for importers and exporters to handle submissions of

TDEC and other related documents including CO. LogiNet is, on the other hand, designed for the

transportation and logistics industry to handle submissions of EMAN.

Business portal

In addition to the transactional service platform, we also provide our customers and the trading

community with a business portal, www.tradelink-ebiz.com, which is accessible by common web

browsers over the Internet. Traders can conduct online transactions over our transaction gateway via

the business portal, and are also able to review our news and latest offerings and access other trade-

related information and services provided by our business partners.

Business continuity and disaster recovery

In order to ensure, to the extent possible, the provision of a reliable and uninterrupted service

to our customers, we maintain a secondary data centre in addition to our primary data centre. The

two data centres are located geographically apart from each other to reduce the likelihood of both

being affected by natural disasters or community-wide utility outage such as power failure. All data

received by the primary data centre is instantaneously replicated to the secondary data centre

through high-speed communication links between the centres. With a well-developed and well-

rehearsed business continuity and disaster recovery plan in place, we expect to resume our services

in the disaster recovery site within two to four hours should the primary data centre become

temporarily inoperable or a disaster situation be declared.

We did not experience any major interruption of services due to natural disasters or

community-wide utility outrages during the Track Record Period.
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Information security

When data are transmitted electronically over the Internet into our service platform, they are

protected from unauthorized access by data encryption methods including X.509 certificate-based

encipherment scheme for users of software products, and the Secured Socket Layer mechanism for

users of web-browsers who perform electronic transactions via our service platform.

Access controls for external users of our service platform are strictly enforced. Each of our

customers is assigned with a unique identification and password for accessing his/her own mailbox

created for the sole purpose of using our service. In terms of access control for internal system

maintenance, our operating system is at least ‘‘C2-level’’ compliant as defined in the US Department

of Defense Trusted Computer Evaluation Criteria, and includes auditing of system access.

In relation to the authentication and integrity of information, we have been a local pioneer in

the use of the Public Key Infrastructure (PKI) and related technologies. Depending on business

needs, an electronic document submitted to our service platform can be electronically signed with

digital certificate(s) issued by one or more recognised certification authorities such that the identity

of the signatory and the authenticity of the associated information may be verified. During the Track

Record Period, we did not experience any security problems.

Community-scale software management

Our service platform and software products are updated from time to time to accommodate new

service additions, changes and enhancements. Our infrastructure is equipped with the capability to

upgrade our software products. These software product upgrades are usually managed and distributed

electronically over the Internet, and are provided free of charge to our registered subscribers.

We exercise strict change management control measures to monitor implementations of changes

to our service platform. The operations of the computer systems are monitored by a professional

service provider around the clock to prevent any unauthorised alterations to our service platform.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

We have obtained all licences, permits and certificates from the relevant governmental bodies

necessary to conduct our operations in the jurisdictions in which we operate. We comply with all

applicable laws and regulations in those jurisdictions.

INTELLECTUAL PROPERTY RIGHTS

We conduct our business under the ‘‘Tradelink’’ and ‘‘ ’’ brand names and logo. We

have registered these brand names and logos in Hong Kong and Mainland China. Details of these

registrations are set forth in the section headed ‘‘Further information about the business’’ in

Appendix VI to this prospectus.

The domain names owned by the Group are hk-dttn.org, hk-dttn.net, hk-dttn.com, hk-dtt.net, hk-

dtt.com, hkdtt.net, hkdtt.com, corpslink.com, tradelink-webhosting.com, textilecouncil.org,

textilecouncil.com, tradelinksig.com, dg-sign.com, hkdigisign.com, digisignhk.com, tradelink-e.biz,

e-tradelink.net, e-tradelink.com, valunet.biz, silknet.biz, tradelink-ebiz.com, tradelinkebiz.com,

tradelink.hk, tradelink-ebiz.com.hk, tradelink.com.hk, digisign.com.hk, ,

.cn, , .cn,

, .cn, , .cn,
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, .cn, , .cn, ,

, .cn, .cn, ,

, .cn, .cn, ,

.cn, , .cn,

, .cn, , ,

.cn, .cn, , .cn, ,

.cn.

As at the Latest Practicable Date, we were not engaged in or threatened with any claim for

infringement of any intellectual property rights, either as claimant or as respondent in Hong Kong.

COMPETITION

Although we enjoyed a first-mover advantage during the term of the exclusive Government

Franchise between 1 January 1997 and 31 December 2003 and continue to maintain a leading

position in the provision of trade-related electronic services in Hong Kong, we operate in an

increasingly competitive e-commerce environment.

With effect from 1 January 2004, we were granted by the Government under the GETS

Agreements the right to operate GETS services in relation to certain official trade-related documents

as disclosed in this section headed ‘‘Business’’. All the rights under the GETS Agreements are

granted to us on a non-exclusive basis. However, the Government also appointed an additional

service provider to offer Government Electronic Trading Services in relation to TDEC and DCP,

which services commenced in January 2004 and August 2004 respectively (see however the

paragraphs headed ‘‘Government’s intention to increase competition in relation to Government

Electronic Trading Services’’ in the section headed ‘‘Relationship with the Government’’). The

Government may always appoint the existing and other additional service provider(s) to provide any

Government Electronic Trading Services as and when the Government sees fit.

As a substantial part of our operations came under the exclusive Government Franchise prior to

its expiry on 31 December 2003, we did not face any significant competition in our operation of

Government Electronic Trading Services before then. With the cessation of the exclusive franchise,

we have been exposed to competition from another Government appointed service provider of

Government Electronic Trading Services. With the trend pointing towards the opening up of the

market and the introduction of further competition in the provision of Government Electronic

Trading Services by the Government, coupled with the expansion of our service offerings to non-

Government related services where there are already other competitors in the market, we expect to

face further competition at different levels with regard to different service offerings, and our market

share may be reduced in the future. It is possible that our competitors possess certain competitive

advantages over us in their respective businesses in terms of financial resources, technology and

customer base. Intensified competition from these competitors may lead to lower profit margins, loss

of customers and/or slower growth, which will in turn adversely affect our profitability.

Mr Lau Kam Kuen, David, one of our non-executive Directors, is a public officer. In this

capacity, he may be deemed to be interested in the businesses operated by the Postmaster General,

which compete with our business. For details, please refer to the paragraphs headed ‘‘Competing

Business in which the Government is interested’’ in the section headed ‘‘Relationship with the

Government’’ in this prospectus. However, Mr Lau is the Principal Assistant Secretary (Investments)

in the Financial Services and Treasury Bureau and has no involvement in the day-to-day operation of

the Postmaster General. As such, he has no actual interest in the Postmaster General and therefore

Rule 8.10(2) of the Listing Rules is not applicable and the disclosures set out therein are not
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required. This is further supported by the fact that Mr Lau’s relationship with the Postmaster

General does not fall within any of the ‘‘interests’’ specified in Note 1 to Rule 8.10(2) of the Listing

Rules. Other than this deemed interest, none of our Directors, including non-executive Directors and

independent non-executive Directors, is interested in any business apart from our business, which

competes or is likely to compete, either directly or indirectly, with our business.

Public sector services

The Hong Kong market for Government Electronic Trading Services has undergone a structural

change in recent years, by the opening up of what was previously an exclusive licence regime.

With effect from 1 January 2004, the exclusive franchise we previously enjoyed has been

converted into a non-exclusive right to provide the Government Electronic Trading Services. We

currently compete with Global e-Trading Services Limited (a subsidiary of the Hong Kong publicly

listed company, Computer and Technologies Holdings Limited) in the provision of Government

Electronic Trading Services in relation to TDEC and DCP. As at the Latest Practicable Date

Hutchison Whampoa Limited held approximately 10.66% of the issued share capital of Computer

and Technologies Holdings Limited. Hutchison Whampoa Limited is also the parent company of one

of our Shareholders, HIT Enterprises Limited.

Despite the introduction of competition, we continue to command a leading position in the

provision of Government Electronic Trading Services in relation to TDEC and DCP, with a market

share of approximately 97% in 2004 and approximately 94% for the first six months in 2005 for

TDEC with reference to the total number of TDEC received by the Census Department, and a market

share of approximately 99% for the six months ended June 2005 for DCP with reference to the total

number of DCP applications received by the HK Customs.

We believe that we have an established client base, a good understanding of our customers’

needs through long-term co-operative relationships, and robust and stable infrastructure and

operations. Our Directors consider these to be the major factors for our maintenance of a large

market share in the provision of Government Electronic Trading Services following the introduction

of competition.

The Directors believe that it is likely that there will be an increase in competition for its other

GETS Services in the future.

Private sector and international services

We also face competition in our provision of electronic trade-related and B2B services to the

private sector and international community. For example, in the provision of digital certificates to

users, we compete with the Postmaster General and HiTRUST.COM (HK) Incorporated Limited, an

Independent Third Party.

Our Directors believe that we will be able to maintain our competitiveness by leveraging on

our established leading market position in the provision of trade-related electronic services, our

proven track record in the trading community, our established customer base and the range of trade-

related electronic services which we offer.
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COMPETITIVE STRENGTHS

First-mover advantage and established market presence

We enjoyed a first-mover advantage during the term of the exclusive Government Franchise

between 1 January 1997 and 31 December 2003. Such first-mover advantage gave us the opportunity

to capture the largest market share in the provision of Government Electronic Trading Services.

Although the Government has appointed an additional service provider to offer Government

Electronic Trading Services in relation to TDEC and DCP, which commenced in January 2004 and

August 2004 respectively, as at the Latest Practicable Date we have been able to maintain a leading

position in the provision of the relevant services. We had a market share of approximately 97% in

2004 and approximately 94% for the first six months in 2005 for TDEC with reference to the total

number of TDEC received by the Census Department, and a market share of approximately 99% for

the six months ended June 2005 for DCP with reference to the total number of DCP applications

received by the HK Customs.

Proven business model and track record

With more than eight years in operation, we have achieved wide market recognition and

established a track record of profitability. Our Directors believe that such proven business model and

track record is a solid foundation from which we will continue to expand, both in terms of service

offerings and in terms of geographical coverage through international alliances and partnerships.

Wide range of complementary services

We believe that we have proven our ability to deliver a wide range of reliable and efficient

trade-related electronic services to both the public and private sectors in Hong Kong. The

establishment of strong customer relationships has enabled us to gain a better understanding of

customer needs and hence formulate a set of complementary service offerings. Our Directors believe

that such flexibility and dedication towards meeting market demands has provided a basis for

increased levels of customer trust and loyalty, which in turn gives us a competitive edge in

promoting future services to the market.

Sophisticated and well-maintained information technology infrastructure

The architectural design of our information technology infrastructure was developed and

implemented by Hewlett-Packard HK SAR Limited and follows the principles of distributed

solutions current in the market. Our systems comprise an operation site and a disaster-recovery site

in Hong Kong (both of which are managed by a third party data centre management services

provider), providing high resilience for both data and operating environments so that any loss of the

operations data centre or its functions will not prevent us from continuing to provide our services.

Our remote disaster recovery site provides for a full redundancy set up such as to ensure that

production data are instantaneously copied to the disaster recovery site and that no data is lost in the

event of the production site being disabled. A disaster recovery plan is adopted to ensure that

service could be restored for production as soon as possible, and we expect to resume our services in

the disaster recovery site within two to four hours.

Our software application platform also employs open standards and other common Internet

protocols to ensure we have the capability to inter-operate with other system platforms when

necessary.
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Experienced and motivated management team

We have an experienced and motivated management team with diverse backgrounds and

substantial expertise in both the public and private sectors. The in-depth and hands-on knowledge of

our senior management in our business, coupled with many years of experience of working with the

Government, has also resulted in a flexible and responsive management of operations. Our Directors

believe that our Group will be able to benefit from the strong industry experience, industry

connections and market awareness of our management team to enhance the development and

expansion of our business.

BUSINESS

— 84 —



Our shareholding structure immediately after completion of the Share Offer (assuming the Over

allotment Option is not exercised) is set out in the paragraphs headed ‘‘Shareholding and Corporate

Structure’’ in the section headed ‘‘Business’’ of this prospectus.

Our single largest shareholder immediately after completion of the Share Offer will be the

Vendor which will hold approximately 16.80% of our issued share capital (assuming the Over

allotment Option is not exercised). The Vendor will therefore be our only Substantial Shareholder

and connected person. The Shares held by the Vendor are assets of the Government held in the name

of the Vendor. The Government, through the Vendor, is therefore our Shareholder.

The Vendor is a corporation sole incorporated under The Financial Secretary Incorporation

Ordinance (Chapter 1015 of the Laws of Hong Kong). The background to the relationship between

us, the Government and the Vendor is set out in the paragraphs headed ‘‘History and Development’’

in the section headed ‘‘Business’’ of this prospectus.

As at the Latest Practicable Date, we have a number of ongoing contractual arrangements with

the Government and the Vendor, which are described in this section, some of which will constitute

‘‘continuing connected transactions’’ under the Listing Rules. The Directors (including the

independent non-executive Directors) confirm that each of the continuing connected transactions

summarised below is on normal commercial terms (as such term is defined in the Listing Rules), in

the ordinary and usual course of business (as such term is defined in the Listing Rules) of the Group

and is fair and reasonable and in the interests of Shareholders as a whole.

The contractual arrangements between us and the Government and/or the Vendor fall into three

categories: (A) agreements between us and the Government relating to our public sector services (the

‘‘Public Sector Services Agreements’’); (B) other ongoing arrangements between us and the

Government; and (C) certain arrangements with the Vendor and the Government in relation to

DTTNCo and the operation of the DTTN.

(A) The Public Sector Services Agreements

(1) The GETS Agreements

The Group acts as a medium between the Government and private sector companies by

providing GETS Services to our customers for processing certain official trade-related documents.

Details of GETS Services are set out in the section ‘‘Business — Public sector services’’ in this

prospectus. GETS Services are currently provided pursuant to three agreements between the

Company and the Government as described below.

(a) GETS Agreement relating to import and export declarations (TDEC), dutiable

commodities permits (DCP) and electronic submission of manifests in respect of cargoes

carried by air, rail or water (EMAN)

On 29 December 2003, we entered into an agreement with the Government granting us the

non-exclusive right to provide GETS Services in relation to TDEC, DCP and EMAN.

The agreement is for a term of 5 years and will expire on 31 December 2008, unless

terminated earlier in accordance with its terms.
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Pursuant to the terms of this agreement, the Company has provided the Government with

a performance bond in the amount of HK$2,000,000 issued by The Hongkong and Shanghai

Banking Corporation Limited.

(b) GETS Agreement relating to certificates of origin (CO) and production notifications (PN)

On 9 December 2004, we entered into an agreement with the Government granting us the

non-exclusive right to provide GETS Services in relation to CO and PN.

The agreement is for a term of 4 years and will expire on 31 December 2008, unless

terminated earlier in accordance with its terms.

Pursuant to the terms of this agreement, the Company has provided the Government with

a performance bond in the amount of HK$120,000 issued by The Hongkong and Shanghai

Banking Corporation Limited.

(c) GETS Agreement relating to the Textiles Trader Registration Scheme (TTRS)

On 9 December 2004, we entered into an agreement with the Government to extend the

agreement dated 10 October 2002 (as further amended by a supplemental agreement dated 29

December 2003) granting us the non-exclusive right to provide GETS Services in relation to

the TTRS for a further term of one year to expire on 31 December 2005 unless terminated

earlier in accordance with its terms.

Circumstances in which the Government may terminate the GETS Agreements before their

expiry

Early termination of each of the GETS Agreements by the Government is permitted in the

following circumstances:

. if we have a receiver or liquidator appointed or a resolution is passed for our

winding-up (otherwise than for the purpose of amalgamation or reconstruction) or if

a court makes an order to that effect or if we enter into any voluntary arrangement

with our creditors or become insolvent;

. if we commit any fundamental breach of any term of the agreement or in the case of

a breach capable of being remedied shall have failed, within 30 days after the

receipt of a request in writing from the Government so to do, to remedy the breach;

. if we or any of our agents or employees are found to have offered or given any

advantage, gratuity, bonus, discount, bribe or loan of any sort to any agent or

employee of the Government;

. in the event that we fail to provide to the Government a list of names of all persons

who may at any time require admission on our behalf to any premises occupied by

the Government for the purposes of the agreement if so required by the Government,

and the Government determines that such failure is prejudicial to its interests; or
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. (in the case of the GETs Agreement relating to TTRS) if our system fails to achieve

the committed serviceability level set out in the agreement for three consecutive

months (save and except when the same is caused by the default or negligence of the

Government).

In addition, in the case of the GETS Agreements respectively relating to TDEC, DCP and

EMAN, and CO and PN, early termination by the Government of any such agreement is

permitted in the following circumstances:

. if our system fails certain specified system acceptance tests;

. if our system is not made ready for use in accordance with an agreed implementation

plan;

. if our system fails to achieve the service levels set out in the agreement for four

consecutive weeks; or

. we are prevented by force majeure from performance of our obligations under the

agreement for 28 consecutive days or longer.

Collection of monies on behalf of the Government

The GETS Agreement relating to TDEC, DCP and EMAN and the GETS Agreement

relating to CO and PN summarised above both include provisions whereby the Group is

required to collect on behalf of the Government levies and charges payable to the Government

by the Group’s customers in relation to the relevant official trade-related documents in respect

of which the Group provides GETS Services. These agreements provide that in the event of

non-payment by a customer, the Group remains liable to pay the relevant fee to the

Government (and may seek repayment from the customer).

Other provisions of the GETS Agreements

Each of the GETS Agreements also imposes obligations on us to design, set-up, develop,

maintain, and operate a system for performing the GETS Services to which each such

agreement relates. The system and the GETS Services to be performed by us have to satisfy

numerous functional, service level, technical and other requirements contained in each such

agreement.

Each of the GETS Agreements contains an indemnity granted by us in favour of the

Government under which we undertake to indemnify the Government from, inter alia, legal

actions and proceedings, liabilities, losses, demands, costs and expenses incurred by the

Government arising out of, inter alia, any breach of warranties given by us in relevant GETS

Agreement or any neglect, wilful misconduct, fraud or default on our part or on the part of our

directors, employees, agents or sub-contractors in the performance of our duties under that

agreement.

Each of the GETS Agreements may be terminated early by agreement between us and the

Government.
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(2) The DTTN Operating Agreement

On 31 August 2005, DTTNCo entered into an operating agreement with the Government

(namely the DTTN Operating Agreement) pursuant to which DTTNCo agrees to design, set-up,

operate and maintain the DTTN and the Government agrees to use its reasonable endeavours to

promote the awareness of the DTTN. Further details of the DTTN Operating Agreement are set out

below.

Treatment of the Public Sector Services Agreements under Chapter 14A of the Listing Rules —

Exempt Continuing Connected Transactions

The Public Sector Services Agreements will, following the Listing Date, be continuing

connected transactions of the Company. These agreements are (apart from the DTTN Operating

Agreement which is not a licence agreement), in effect, non-exclusive licence agreements whereby

the Government permits the Group to provide services to the trading community. Our Directors

confirm that the Public Sector Services Agreements were entered into after arm’s length negotiation,

and are therefore on normal commercial terms (as such term is defined in the Listing Rules), and

were entered into in the usual and ordinary course of the Company’s business (as such term is

defined in the Listing Rules). In addition, our Directors believe that the Public Sector Services

Agreements give the Company the right to offer certain services to the trading community. That is to

say, they are wholly necessary for the carrying out of the Company’s principal activities.

In relation to each of the Public Sector Services Agreements, the Government paid the Group

no more than nominal consideration of $1 for the Group undertaking to perform its obligations under

the relevant agreement summarised above (in the case of the DTTN Operating Agreement the

consideration provided by the Government is the covenants to use reasonable endeavours to promote

the awareness of the DTTN described below). All revenues generated by the Group under the Public

Sector Services Agreements are received from the Group’s private sector customers (pursuant to

separate contracts between the Group and its customers) rather than from the Government, and no

fees or other charges are payable by the Group to the Government.

As a result, as the Public Sector Services Agreements have each been entered into on normal

commercial terms and each of the percentage ratios (other than the profits ratio) in respect of each

of them will be on an annual basis less than 0.1%, each of the Public Sector Services Agreements

will be a de minimis transaction exempted from all reporting, announcement and independent

shareholders’ approval requirements under Rule 14A.33(3) of the Listing Rules.

(B) Other ongoing contractual arrangements with the Government

(1) The CETS Termination Agreement

On 15 June 2005, the Founding Shareholders, the Vendor, the Government and we entered into

an agreement (‘‘CETS Termination Agreement’’) for the termination of the entire CETS Agreement

except for certain provisions, including a provision providing for the grant of a perpetual,

irrevocable, non-exclusive, non-transferable and royalty-free licence by us in favour of the

Government to copy, adapt, distribute or otherwise use certain implementation instructions (as

therein defined) subject to the terms and conditions as therein set out. Due to these retained

provisions, the CETS Termination Agreement will, after the Listing, be a continuing connected

transaction of the Company. No consideration is payable under the CETS Termination Agreement.
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(2) HKHS Licence

On 23 October 2004, we entered into a licence agreement with the Government as represented

by the Commissioner of the Census Department for the Government under which we were granted a

licence to use the 2005 version of the Hong Kong Harmonized System codes and descriptions

(‘‘HKHS licence’’) for the provision of the GETS Services. The licence agreement is of one year’s

duration and we paid consideration of HK$22,575 for it.

Treatment of the other contractual arrangements with the Government under Chapter 14A of the

Listing Rules — Exempt Continuing Connected Transactions

As (a) each of the percentage ratios (other than the profits ratio) in respect of both the CETS

Termination Agreement and the HKHS licence will, on an annual basis, be less than 0.1% and (b)

both arrangements are on normal commercial terms, both arrangements will be de minimis

transactions exempted from all reporting, announcement and independent shareholders’ approval

requirements under Rule 14A.33(3) of the Listing Rules.

(C) Arrangements relating to DTTNCo

As more particularly described in the section headed ‘‘Future Plans and Prospects’’ in this

prospectus, the DTTN will provide an open platform for information and data exchange between

industry participants over secured electronic channels. We have started the early stages of the

implementation of the DTTN, with the aim of it commencing by the end of 2005.

DTTNCo, which will own and operate the DTTN, was incorporated on 30 April 2004 as a

limited liability company under the laws of Hong Kong. On incorporation the two subscriber shares

of DTTNCo were issued to the Company and the Company’s nominee. On 16 February 2005, a

further 76,500,000 ordinary shares of HK$1 each in DTTNCo were issued to the Company at par.

(1) DTTNCo Acquisition Agreement and DTTNCo Shareholders’ Agreement — Agreements

which are not connected or continuing connected transactions under Chapter 14A of the

Listing Rules

On 29 August 2005, we and the Vendor entered into the DTTNCo Acquisition Agreement

pursuant to which (a) in addition to the 76,500,002 ordinary shares in DTTNCo of HK$1 each which

we already own, we subscribed for a further 31,499,998 ordinary shares at par on 29 August 2005;

and (b) the Vendor agreed to acquire from us 31.5 million ordinary shares in DTTNCo representing

approximately 29.17% of the issued share capital of DTTNCo as enlarged by the allotment of the

additional 31,499,998 ordinary shares referred to in (a) above (‘‘DTTNCo Shares’’), for a

consideration of HK$31.5 million, subject to the fulfilment of a condition subsequent, namely the

grant of approval by the Finance Committee of the Legislative Council for such acquisition pursuant

to the Legislative Council Resolution in relation to the Capital Investment Fund (Chapter 2B of the

Laws of Hong Kong) and that any terms and conditions as may be specified by the Finance

Committee for such acquisition are consistent with the terms and conditions set out in the DTTNCo

Acquisition Agreement and the DTTNCo Shareholders’ Agreement. The consideration of HK$31.5

million represents the aggregate par values of the DTTNCo Shares and is equivalent to the

subscription monies paid by us for these DTTNCo Shares. The Directors consider the consideration

is appropriate given the development stage of DTTN. Completion of the transfer of the DTTNCo

Shares from us to the Vendor took place on 31 August 2005, subject to the fulfilment of the

condition subsequent. The Vendor will pay us the consideration for the DTTNCo Shares in cash

within three months of fulfilment of the condition subsequent. If the condition subsequent is not
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fulfilled prior to 31 August 2006, inter alia, the Vendor will re-transfer the DTTNCo Shares to us,

all directors of DTTNCo appointed by the Vendor will resign, the Vendor will cease to be a party to

the DTTNCo Shareholders’ Agreement, and each of us and the Vendor will have no further claim

against the other (save in relation to any antecedent breach of the DTTNCo Acquisition Agreement).

In the interim period from the date of transfer of the DTTNCo Shares to the Vendor to the date of

fulfilment of the condition subsequent or 31 August 2006 (whichever is earlier), under the DTTNCo

Acquisition Agreement, the Vendor is treated as if it were the outright beneficial owner of the

DTTNCo Shares having the right to, inter alia, appoint six directors to the board of DTTNCo, attend

and vote at general meetings of DTTNCo, and exercise all rights which the Vendor has under the

DTTNCo Shareholders’ Agreement.

As a result of the arrangements described above the current shareholdings in DTTNCo as at the

Latest Practicable Date are as follows:

Shareholder

No. of

shares held

Approximate

% of total

issued share

capital

The Company 76,500,000 70.83%

FSI 31,500,000 29.17%

108,000,000 100%

As a result of the transfer as described above, DTTNCo is a non-wholly owned subsidiary of

the Company for the purpose of the Companies Ordinance and the Listing Rules. Approximately

29.17% of the issued share capital of DTTNCo is held by FSI, a substantial shareholder of the

Company, and hence a connected person. Therefore DTTNCo will also be a connected person of the

Company pursuant to Rule 14A.11(5) of the Listing Rules. Transactions between any member of the

Group and DTTNCo will therefore, following the Listing, be connected transactions of the Company

and, as such, must comply with the provisions of Chapter 14A of the Listing Rules.

Notwithstanding, the DTTNCo Acquisition Agreement and the transactions provided for and

contemplated in the DTTNCo Acquisition Agreement are not subject to the reporting, announcement

and independent Shareholders’ approval requirements applicable to continuing connected transaction

under Chapter 14A of the Listing Rules, as they are all part of a legally binding ‘‘one-off’’

transaction entered into by us prior to the Listing Date.

In addition, on 31 August 2005, the Company, the Vendor and DTTNCo, entered into a

shareholders’ agreement relating to the management and operation of DTTNCo (namely the

DTTNCo Shareholders’ Agreement). The DTTNCo Shareholders’ Agreement provides, amongst other

things, that:

1. we may not dispose of any of our shares in DTTNCo to a third party without the written

approval of the Vendor.

2. DTTNCo may within the 12-month period commencing from the date of the DTTNCo

Shareholders’ Agreement issue new shares to new investors provided that the Vendor’s

interest in DTTNCo shall not be diluted to below 21% of the enlarged issued share

capital;
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3. after such 12-month period, before we exercise our voting rights as shareholder to pass

any resolution of DTTNCo in general meeting approving the issue and allotment of new

shares by DTTNCo to any person, we must first seek the written consent or instruction

from the Vendor;

4. no new shareholder of DTTNCo (other than us and the Vendor) will control more than

10% of DTTNCo’s share capital and we have to, through the exercise of our voting rights

or through the directors nominated by us, ensure that this restriction is not breached;

5. we may not, without the consent of the Vendor, exercise our voting rights as a

shareholder to permit DTTNCo to carry out certain prescribed actions requiring

shareholder approval; and

6. we and the Vendor are respectively entitled to appoint up to three and six of DTTNCo’s

directors. Any new shareholders will be entitled collectively to appoint up to two

directors. The Vendor will therefore have control of the composition of the board of

directors of DTTNCo.

Upon appointment of all six directors to the board of DTTNCo by the Vendor in exercise of its

rights under the DTTNCo Shareholders’ Agreement, we will not be able to control the board of

DTTNCo. Although DTTNCo will continue to be our subsidiary, as defined under Rule 1.01 of the

Listing Rules, the results of DTTNCo will not be consolidated into our consolidated financial

statements. In accordance with Hong Kong Accounting Standard No. 28, ‘‘Investment in

Associates’’, our investment in DTTNCo will be accounted for under the equity method and will

be initially recorded at cost and adjusted thereafter for subsequent changes in our share of the net

assets of DTTNCo.

(2) DTTN Operating Agreement and DTTNCo Management Services Agreement — Exempt

Continuing Connected Transactions under Chapter 14A of the Listing Rules

On 31 August 2005, DTTNCo entered into the DTTN Operating Agreement with the

Government pursuant to which DTTNCo will design, set-up, operate and maintain the DTTN on

the terms and conditions set out therein in consideration of the Government’s covenants to use its

reasonable endeavours to (a) promote awareness of the services to be operated by DTTNCo and of

the DTTN system in the business and trading community; and (b) encourage small and medium

enterprises to utilise such services and the DTTN system (provided that the Government shall not be

obliged to provide any form of financial assistance or inducement to these enterprises for utilising

the services). No consideration is payable by DTTNCo to the Government or vice-versa under the

DTTN Operating Agreement. Pursuant to the DTTN Operating Agreement, the DTTN will initially

be operated on a pilot basis. The pilot run (as defined in the DTTN Operating Agreement) is

intended to commence by the end of December 2005 for a period of 10 months before the DTTN is

fully launched. Subject to possible early termination, the DTTN Operating Agreement will expire at

the end of a 15 years period commencing after the pilot run period but may be renewed for a term of

10 years by agreement between the parties. The Government may also terminate the DTTN,

Operating Agreement at any time in the event of a breach by DTTNCo or by giving three months

notice. The DTTN Operating Agreement permits DTTNCo to set the charges payable by users of the

DTTN, provided that the charge cannot exceed $2.50 per DTTN document (as defined in the

Operating Agreement) in the first five years. Thereafter the charges can only be increased above this

level in consultation with the Government. The DTTN Operating Agreement will, following the

Listing, be a continuing connected transaction of the Company. The DTTN Operating Agreement is a
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Public Sector Services Agreement and for the reasons explained above it will be a de minimis

transaction exempted from all reporting, announcement and independent shareholders’ approval

requirements under Rule 14A.33(3) of the Listing Rules.

On 11 July 2005, we and DTTNCo entered into a management services agreement (the

‘‘DTTNCo Management Services Agreement’’) pursuant to which we agreed to provide certain

management and administrative services to DTTNCo. This agreement provides that certain specified

management and administrative services will be provided by the Company to DTTNCo for a monthly

fee which is a reasonable pre-estimate of the costs of providing these services (calculated on the

basis of the time spent by the employees concerned). These costs are identifiable and allocated

between the Company and DTTNCo on a fair and equitable basis. This fee is also subject to change

as agreed between the parties and depending on the level of services provided. It is anticipated that

the Company’s administrative, human resources, finance and legal staff will split their time between

providing services to the Company and providing services to DTTNCo pursuant to the agreement as

required from time to time. The DTTNCo Management Services Agreement will, following the

Listing, be a continuing connected transaction of the Company but is exempted from all reporting,

announcement and approval requirements under Rule 14A.33(2) of the Listing Rules.
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Government’s intention in relation to FSI’s shareholding in us

The Shares held by the Vendor will be subject to certain lock-up restrictions under the

Underwriting Agreement. A summary of these restrictions is included in the section headed

‘‘Underwriting’’ in this prospectus. Such restrictions will expire on the date which is six months

from the Listing Date. The Vendor has also undertaken to the Company and the Stock Exchange that

it will give certain notifications to the Company in relation to any pledge or charge which it or the

Government may execute over its Shares (a summary of such notification undertaking is included in

the section headed ‘‘Underwriting’’ of this prospectus) (‘‘notification undertaking’’). After the expiry

of such lock-up restrictions, and subject to due compliance with the notification undertaking, where

applicable, the Vendor may dispose of all or any part of its Shares in such manner and within such

time frame as the Vendor considers appropriate. Any future disposal of the Shares of the Vendor is

subject to the Government’s policies and decisions.

Government as regulator and Shareholder

The Shares held by the Vendor are assets of the Government held in the name of the Vendor.

The Government, through the Vendor, is therefore our Shareholder. At the same time, the

Government is also the regulatory authority for the industry in which we operate. In addition, the

Government, as a contracting party, monitors our performance and compliance with the terms and

conditions of the GETS Agreements and is also responsible for the award of any new rights to

operate those Government Electronic Trading Services which we are providing, and in so doing, the

Government ensures that there is fair competition among the service providers.

The Government, being the regulator and our Shareholder at the same time, may influence our

business and/or the businesses of our competitors in a manner that may not be in our best interests

or the best interests of our other Shareholders. There is no guarantee that the Government will act,

at all times, in our best interests despite its being our Shareholder.

Government Contracts

In a competitive market, we do not expect, simply because the Vendor is our Shareholder, that

the Government will afford us any priority or preference in considering whether the current rights

and authorisations granted to us, namely those under the GETS Agreements and the Electronic

Transactions Ordinance, should be renewed upon their respective expiry, whether any such rights

and authorisations should be terminated prematurely, or whether we should be granted any further

rights from the Government.

Following the Listing, the Government will be a connected person of the Company (for so long

as FSI continues to be a Substantial Shareholder of the Company) and therefore all contracts

between any member of the Group and the Government must comply with the requirements under

Chapter 14A of the Listing Rules.
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Nevertheless, because we have always sought to ensure that all our transactions with the

Government are negotiated and concluded at arm’s length and we have carried on our business

independently of the Government, our Directors are satisfied that we are capable of continuing to

carry on our business in this manner after the Listing. In reaching this conclusion, our Directors

have taken into account, amongst other things, the following:

(i) we are able to operate our business separately from FSI and the Government;

(ii) all of the Group’s contractual relationships with third party customers are entered into

independently of FSI and the Government;

(iii) the Group has a full team of management staff independent of FSI and the Government

(one of our Directors, Mr Lau Kam Kuen, David, is a public officer but, as a non-

executive Director, he has no responsibility for or involvement in the day-to-day

management of the Company); and

(iv) we are financially independent of FSI and the Government, as evidenced by the fact that,

save as stated below, as at the Latest Practicable Date there is no outstanding balance due

to or from FSI or the Government or any guarantee provided either by FSI or the

Government for any indebtedness of the Group or by us in favour of FSI or the

Government. Outstanding balances and guarantees between the Government and us

comprise of (a) the levies and charges which the Company collects from its customers on

behalf of the Government and which the Company is obliged to pay over to the

Government in accordance with the terms of each of the GETS Agreements (as described

more fully on pages 85 to 87 of this prospectus); (b) performance bonds granted by the

Company in favour of the Government to provide security for the Company’s contractual

obligations to the Government under the GETS Agreement relating to TDEC, DCP and

EMAN and the GETS Agreement relating to CO and PN; and (c) sums from time to time

payable by us to the Government as a matter of law and on a recurrent basis including

profits tax, Government rates and rents, and other miscellaneous charges and levies. All

the outstanding balances and guarantees set out in points (a) to (c) above are trade in

nature. In addition, the cash consideration for the DTTNCo Shares payable by FSI will

only become due and payable within three months after the fulfillment of the condition

subsequent pursuant to the DTTNCo Acquisition Agreement. Further details of this

arrangement are set out on pages 89 and 90 of this prospectus.

Competing business in which the Government is interested

The Government, as represented by the Postmaster General, operates the business of issuance

of digital certificates which competes directly with the business of our wholly-owned subsidiary,

Digi-Sign.

For reasons elaborated below, the competing business of the Postmaster General has always

been run separately from our own business and that of our Group. We have always operated as a

stand-alone commercial entity. We treat the Postmaster General in the same way as we do with any

other competitor, and have always carried on, and intend to continue to carry on, our business

independently of, and at arms’ length from, the Postmaster General. Further, FSI, and hence the

Government, will upon completion of the Share Offer hold less than 30% of our issued share capital

(and cease to be our Controlling Shareholder).
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The Postmaster General, in the exercise of his powers under section 35 of the Electronic

Transactions Ordinance, provides the services of issuance of digital certificates in the name of

Hongkong Post Certification Authority (‘‘HKPCA’’) (‘‘digital certificates issuance business’’). The

Postmaster General has been operating the digital certificates issuance business since January 2000,

and is managed by a trading fund established pursuant to section 2 of the Trading Funds Ordinance

(Chapter 430 of the Laws of Hong Kong).

HKPCA currently offers seven types of digital certificates to individuals and organisations in

Hong Kong. As at the end of July 2005, HKPCA had issued approximately 1.2 million digital

certificates. Approximately 1.1 million of these certificates are personal e-Certs and another 74,000

are organisational e-Certs. As at the end of September 2005, there are close to 70 types of e-

government services, systems and applications and over 20 types of e-bank/e-commerce services and

applications that require or accept digital certificates issued by HKPCA.

Either the digital certificates issued by HKPCA or those issued by Digi-Sign may be used in

our public sector services, and in some of the e-bank or e-commerce services operated by

corporations and organisations in the private sector. In this regard, the business operated by HKPCA

may therefore compete with the business operated by Digi-Sign.

The Postmaster General operates its digital certificates issuance business in the exercise of its

statutory powers under the Electronic Transactions Ordinance. It is neither appropriate nor lawful for

such business to be merged with our business in the absence of express statutory provision in the

Electronic Transactions Ordinance providing for delegation of such statutory powers to a third party.

Separately, Digi-Sign is a recognised certification authority under the Electronic Transactions

Ordinance in its own right. Each of the Postmaster General and Digi-Sign are separate recognised

certification authorities whose operation and management are not dependent on each other.

For these reasons, the Government has no current intention to inject the digital certificates

issuance business operated by the Postmaster General into the Company now or in the future. In the

event that the digital certificates issuance business provided by the Postmaster General ceases to

exist at any time in the future, the Government has no current intention to inject such digital

certificates issuance business into the Company whether as a going concern or by disposal of

individual assets upon such cessation.

Given that Digi-Sign has faced competition from the Postmaster General for more than 5 years,

our Directors believe that the Company has demonstrated its ability to defend the Group’s interest

from that of the Postmaster General.

In any event, we do not consider that any competition between the Postmaster General and

Digi-Sign will have a major impact on the Company as Digi-Sign’s business forms only a minor part

of the Group’s business, accounting for less than 1% of our turnover for the Track Record Period.
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Services provided by the Postmaster General to Global e-Trading Services Ltd (‘‘Global e-

Trading’’)

The Postmaster General is a service provider to our competitor, Global e-Trading. The

Postmaster General provides trade documents collection services (namely ETAS) and personal digital

certificates to customers of Global e-Trading to facilitate the submission of trade documents from

these customers to Global e-Trading for Global e-Trading’s onward delivery to the Government.

Global e-Trading is an Independent Third Party which is in the business of provision of

Government Electronic Trading Services in relation to TDEC and DCP. It is a subsidiary of

Computer and Technologies Holdings Limited, a company listed on the Main Board, and the

Postmaster General holds no shares in it.

Government’s intention to increase competition in relation to Government Electronic Trading

Services

The Government may open up the market for the provision of Government Electronic Trading

Services further and introduce more competition anytime in the future as and when it sees fit. The

Government’s objective of opening up the Government Electronic Trading Services market is to

introduce into the market competition in price, quality of service, and development of value-added

services for the benefit of the trading community.

To achieve this objective, the Government’s approach in regulating the Government Electronic

Trading Services market consists of several key elements including, without limitation, non-

exclusivity, ownership restrictions, prohibitions against restraint of trade and publication of service

charges.

As a result of a tender exercise in 2002, the Government appointed in March 2003 Global e-

Trading as a service provider for the provision of Government Electronic Trading Services in

relation to TDEC and DCP for a period of five years from 2004 to 2008, in addition to the

Company. Global e-Trading launched its Government Electronic Trading Services in relation to

TDEC in January 2004 and in relation to DCP in August 2004. Global e-Trading has also indicated

an interest to provide EMAN, as well as other services like CO and PN. In line with its policy to

inject competition into the GETS market, the Government intends to have more than one service

provider for the provision of Government Electronic Trading Services and may appoint additional

service providers for CO, PN and EMAN in future following the necessary procedures. As at the

Latest Practicable Date, there is only one service provider, namely the Company, to provide GETS

in relation to CO, PN and EMAN.

The Government Electronic Trading Services in relation to TTRS is subject to further review

by the Trade and Industry Department in the second half of 2005.
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DIRECTORS

Chairman and non-executive Director

Dr. LEE Nai Shee, Harry, SBS, JP, aged 63, was appointed a Director on 19 September 2000.

He is also our Chairman. He was educated in both the United Kingdom and the United States. He

holds a Bachelor’s degree in Electrical Engineering from the Imperial College of Science and

Technology, London, the United Kingdom and a Doctorate from Brown University, the United

States. He joined Textile Alliance Limited in Hong Kong in 1979 as a Director and in 1983, was

appointed Managing Director of TAL Apparel Limited, which currently employs over 20,000

employees. He has over 20 years’ experience in the garment and trading industry. He is actively

involved in a number of trade organisations in Hong Kong. He was the Chairman of the Innovation

& Technology Fund (Textiles Projects) Vetting Committee, Honorary Chairman of the Hong Kong

Garment Manufacturer’s Association, as well as Vice Chairman of Textile Council of Hong Kong

Ltd. He is also the member of the Textiles Advisory Board. He was named in the Queen’s birthday

honours list as an Officer of the British Empire (OBE) in 1996. He was appointed a Justice of Peace

(JP) in 1997. He was awarded the Silver Bauhinia Star (SBS) at the Fourth Anniversary of the

Establishment of the HKSAR in 2001.

Executive Directors

Mr. YUE Kwok Hung, aged 64, was appointed a Director on 1 August 1996. He has also been

our Chief Executive Officer since 1996. Mr. Yue has over 30 years’ experience in the trade and

commerce industry. Prior to joining us, he had worked at executive level both in the Government

and the local trading community. He joined the Government in 1968 in what was then the Commerce

& Industry Department and progressed to become Deputy Commissioner of Trade, Industry and

Customs in 1979. In 1983, he moved to the Trade and Industry Branch of the Government

Secretariat. He left the Government in 1985 to join the private sector as a Senior Executive of

Winner Garments Ltd. He is active in a number of trade associations and advisory bodies including

the Federation of Hong Kong Industries Group, Trade & Industry Advisory Board, Hong Kong

Logistics Development Council, Hong Kong Garment Manufacturers Association and Textile

Council. He is also an independent non-executive director of Dah Sing Financial Holdings

Limited, Dah Sing Life Assurances Company Limited and Winsor Industrial Corporation Limited. He

graduated from the University of Hong Kong with a First Class Bachelor of Arts Honours degree in

1965.

Ms. CHUNG Shun Kwan, aged 49, was appointed a Director on 13 May 2005. She is also our

Chief Operations Officer and is responsible for the management of our activities in the areas of

business development, marketing and sales, customer services, training and service centres and

investor relations and corporate communications. Since joining us in 1992, she has gained 13 years

of experience in the e-commerce industry. Prior to joining us, she worked in the Government

Secretariat of the Hong Kong Government for over 11 years. She graduated from the University of

Hong Kong with a Bachelor of Science degree and a Master of Science degree in Engineering.

Non-executive Directors

Mr. LAU Kam Kuen, David, aged 39, was appointed a Director on 7 March 2005. Mr. David

Lau joined the Hong Kong Government as an Administrative Officer in 1992. He has since served in

various positions within the Government, including as Assistant Commissioner of the London

Economic and Trade Office, Principal Assistant Secretary for the Environment and Food, and

Administrative Assistant to the Secretary for Health, Welfare and Food. He joined the Financial
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Services and Treasury Bureau in March 2005 as Principal Assistant Secretary (Investments). His

responsibilities include financial policy for public corporations, evaluation of the financial aspects of

corporatization, privatization and infrastructure-related project proposals, and the management of the

Government’s Capital Investment Fund and the Loan Fund. He has over 10 years’ experience in

public sector administration and management. Mr. Lau obtained a Bachelor of Science degree and a

Master of Arts degree from King’s College, University of London.

Mr. Hubert CHAK, aged 44, was appointed a Director on 21 October 2002. He is an executive

director of Pacific Century Premium Developments Limited and a member of its executive

committee. He became a director of Pacific Century Premium Developments Limited in May 2004.

He is also currently the company secretary and director of mergers and acquisitions of PCCW

Limited, which he joined in October 1999. He has more than 10 years’ experience in corporate

finance transactions and previously worked for a number of financial institutions, as well as a well-

known firm of certified public accountants in Hong Kong. He is a graduate of the University of

Wales (now known as Cardiff University) in the United Kingdom and holds a Master of Business

Administration degree and a Bachelor of Science degree in Mechanical Engineering.

Mr. YING Tze Man, aged 50, was appointed a Director on 16 September 1996. He is an

executive director of Hongkong International Terminals Limited. He is responsible for the financial

matters of Hutchison Ports’ business units in South China. He is a member of the Hong Kong

Institute of Certified Public Accountants and also a fellow member of the Chartered Association of

Certified Accounts, the United Kingdom. Before joining Hongkong International Terminal Limited,

he was the finance director of Hong Kong-listed Fairwood Holdings Limited. He has 10 years’

experience in the logistics sector and 15 years’ experience in accounting, finance and administration.

Mr. LO Sze Wai, aged 56, was appointed a Director on 13 May 2005. Having joined Cathay

Pacific Airways Limited in 1993, Mr. Lo was the Manager for Cargo Hub Operations before taking

up his current position as Manager for Cargo Services, with responsibility for the system-wide cargo

operations. He is also the Chairman of Carrier Liaison Group, which is a forum primarily consisting

of airlines and ground handling agents at the Hong Kong International Airport and dealing with

matters related to air cargo, mail, courier and express cargo handling. Prior to joining Cathay Pacific

Airways Limited, Mr. Lo was involved in cargo operations at Pan American World Airways and

United Airlines respectively before embarking on freight forwarding operations at Benson Air and

Sea Cargo, NAF Airfreight, Danzas and Infolink in Hong Kong and Canada respectively. Mr. Lo has

over 35 years’ experience in the cargo and freight forwarding industry.

Mr. NG Chik Sum Jackson, age 45, was appointed a Director on 1 August 1999. He is also

the Chief Financial Officer of Modern Terminals Limited and an Independent Non-Executive

Director of Computech Holdings Limited, a GEM listed company. He is a Fellow member of

HKICPA. He has been an accountant for more than 15 years and also has extensive experience in

financial management. He obtained a Master of Business Administration degree from the Hong Kong

University of Science and Technology and Master of Science degree from the Chinese University of

Hong Kong. Mr. Ng previously served as Financial Controller for Lam Soon Group, a listed

company in Hong Kong. Prior to joining Modern Terminals, he served as the Finance Director in

Greater China for Allergan Asia Limited.

Dr. CHEUNG Yiu Sing, aged 54, was appointed a Director on 23 March 2004. He is the

Senior Director-Operations of the Hong Kong General Chamber of Commerce. He joined the

Chamber in 1990 and worked in various areas including international business, industrial affairs,

corporate affairs, membership and human resources. His current job portfolio covers the area of

information technology, administration, finances and LegCo affairs. He was born in Hong Kong and

graduated from the Chinese University of Hong Kong with a Bachelor of Science in mathematics. He
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then studied in France and obtained a Doctorate degree in mathematics from Paris University VII.

He had served as a Board member on the China Studies Course Advisory Committee of the Baptist

University and the Advisory Board for the Department of Social Science of Lingnan University.

Mr. Alistair CURRIE, aged 38, was appointed a Director on 19 June 2004. He has worked for

HSBC for over 13 years, having joined HSBC in London after graduating from Imperial College in

London with a Master of Science degree in Management. He has overall responsibility for the

Bank’s trade services and factoring businesses throughout the Asia Pacific region, encompassing 21

countries and territories. He has 15 years’ experience in the banking industry. Prior to becoming

Head of Trade Services Asia Pacific, Mr. Currie was Chief Operating Officer of Wells Fargo HSBC

Trade Bank N.A. in the United States. He has worked in several locations including Hong Kong, the

United States, the United Kingdom and the United Arab Emirates. He has previously held trade and

commercial banking roles in Hong Kong, the United States and the United Arab Emirates, as well as

business and strategic planning roles in HSBC’s Middle East and Asia Pacific offices.

Independent non-executive Directors

Dr FONG Ching, S.B.S., J.P., aged 58, was appointed a Director on 13 May 2005. He was also

appointed as the Chairman of the Audit Committee and a member of the Nomination Committee.

Dr Fong is a certified public accountant and was formerly a senior partner of an international

accounting firm, PricewaterhouseCoopers. He has over 30-years’ experience in accounting. Currently

he is an independent non-executive director of China Resources Power Holdings Company Limited

(listed on the Main Board), a subsidiary of China Resources (Holdings) Company Limited which in

turn holds an approximately 4.9% of the issued share capital in us, and SUNeVision Holdings Ltd

(listed on the Growth Enterprise Market of the Stock Exchange), and a non-executive director of Li

Ning Company Limited (listed on the Main Board).

Apart from pursuing an active professional career, Dr Fong is active in public and community

services in Hong Kong. He is currently a non-executive director of the Securities and Futures

Commission, a director of Hong Kong Applied Science and Technology Research Institute Company

Limited and a Council Member of the Open University of Hong Kong. He was appointed a Justice of

Peace in 1996 and awarded the Silver Bauhinia star in 2000 by the Government of the Hong Kong

Special Administrative Region of the People’s Republic of China.

Dr. Fong graduated from the University of Kent in the United Kingdom and was conferred

Honorary Doctor of Civil Law in 1997.

Mr HO Lap Kee, aged 45 was appointed a Director on 13 May 2005. Mr Ho is the Executive

Director of the Hong Kong Shippers’ Council. He has over 20 years’ experience in the Shipping and

Maritime industry. As he now shapes the thrust of the Shippers’ Council mandate as the the ‘‘voice’’

of the Hong Kong shippers, he has considerable experience in aspects of trade and transport of

goods. Prior to the Shippers’ Council, he was Deputy Managing Director of Swire Shipping Agencies

and Taikoo Maritime Services Ltd, gaining experience in liner shipping, warehousing, container

haulage, mid-stream operations, China feeders, transport and logistics services. Mr. Ho is a member

of the Port Development Task Force of the Port Development Council, and the Transport & Shipping

Committee of the Hong Kong General Chamber of Commerce. He is heavily involved in various

working groups of the LOGSCOUNCIL. In December 2002, he was appointed as the Chairman of

Logistic Committee of the Chartered Institute of Transport and Logistics of Hong Kong. He was a

member of the Port Operations Committee and the Dangerous Goods Standing Committee for several

years.
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Mr. WONG Tin Yau, Kelvin, aged 45, was appointed a Director on 13 May 2005. He is a

Deputy Managing Director of COSCO Pacific Limited and the Chairman of the Corporate

Governance Committee of the board of directors of COSCO Pacific Limited. Mr. Wong is an

associate member of the Chartered Institute of Bankers, Deputy Chairman and fellow member of the

Hong Kong Institute of Directors, a member of the Hong Kong Securities Institute, a member of the

Chartered Institute of Marketing, a member of the National Investor Relations Institute in the United

States and a council member of the Hong Kong Chinese Orchestra Limited. He obtained his Master

of Business Administration degree from Andrews University in Michigan, the United States in 1992.

He has more than 20 years’ working experience in the banking and securities industries. Before he

joined COSCO Pacific Limited in July 1996, he was a senior manager in the corporate finance

division of Chuang’s China Investments Holdings Limited and the group general manager of

Termbray Industries Holdings Limited. Mr. Wong is also an independent non-executive director and

Chairman of the Audit Committee of the board of directors of China Metal International Holdings

Inc. (listed on the Main Board). He is also an independent non-executive director of CIG Yangtze

Ports PLC. He is responsible for the overall management and investor relations of COSCO Pacific

Limited.

SENIOR MANAGEMENT

Mr. LI Fuk Kuen, aged 55, is our Chief Financial Officer and qualified accountant, and is

responsible for all our financial management activities including financial accounting and reporting,

treasury, budgeting, financial planning and control. He has over 30 years’ experience in finance and

accounting. Prior to joining us in 1997, he held the post of Senior Manager in the Finance Division

of Hong Kong Telecommunications Limited. He holds a Master’s degree in Business Administration

and a Master of Science degree in Logistics. He is a member of the Chartered Institute of

Management Accountants in the United Kingdom and is also a member of the Hong Kong Institute

of Certified Public Accountants.

Mr. YUEN Kam Ming, Alfred, aged 43, our Chief Technology Officer, is in charge of all our

technical service activities. He has more than 15 years’ experience in the industry of information

technology, and has been with us since 1993. Mr. Yuen graduated from the Simon Fraser University

of Vancouver, B.C., Canada, with an honours degree in Computing Science in 1986. He then spent

his early stage of career development in The Hongkong and Shanghai Banking Corporation.

Mr. CHENG Chun Chung, Andrew, aged 36, is our Senior Vice President (Business

Development). He joined Digi-Sign, our subsidiary, in 2002. He has over 10 years’ experience in IT

related business. He was involved as a technical specialist in a consultancy proposal on the setting

up of a Public Key Infrastructure (PKI) by the Hong Kong Government. He holds a Master of

Commerce in Information Systems from the University of New South Wales, a Master of

Engineering from the University of Sydney, a Bachelor of Engineering with Honors in Electrical

Engineering from the University of Sydney and a Bachelor of Science from the University of

Sydney. Prior to joining us, he was a manager of Professional Services in Baltimore Technologies

Limited.

Mr. NG, Paul, aged 45, is our Senior Vice President for Customer Service. He has worked in

the areas of customer service and management since 1982. Prior to joining us in 1996, he held

various positions at American Express International Inc.. During his term as a Manager of Customer

Service, he was responsible for the overall servicing of card-members and service establishments.

Mr. Ng holds a Diploma of Management Study.
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Ms CHAN Wan Wah, Teresa, aged 50, is our Senior Vice President of Marketing and Sales of

Tradelink Electronic Commerce Limited. She has 15 years’ experience in the IT and e-commerce

industry. She worked for a computer company, Wang Pacific Limited for 13 years. She holds a

Bachelor of Business Administration in Travel Industry Management from University of Hawaii at

Manoa. Prior to joining us in 1996, she was the Marketing and Sales Manager of CargoNet

Transportation Community Network Ltd.

Mr. LIU Kin Ming, aged 39, has been the Company Secretary since 13 March 2001. He is a

solicitor admitted in Hong Kong on 12 July 1997 and in England and Wales on 1 July 1998. Mr.

LIU holds a Bachelor of Science with Honours from the University of Hong Kong, a Master of

Philosophy from the Chinese University of Hong Kong, a Master of Laws (Chinese and Comparative

Law) with Credit from the City University of Hong Kong and a Post Graduate Certificate of Laws

from the University of Hong Kong.

AUDIT COMMITTEE

We established an audit committee on 24 June 2003 with written terms of reference in

compliance with the code provisions and recommended best practices in the Code on Corporate

Governance Practices as set forth in Appendix 14 to the Listing Rules. The primary duties of the

audit committee are to review and supervise the financial reporting process and internal control

procedures of us.

Our audit committee has three members comprising a non-executive Director, namely Mr.

Hubert CHAK and two independent non-executive Directors, namely Dr. FONG Ching and Mr.

WONG Tin Yau, Kelvin. Dr. FONG Ching is the chairman of the audit committee.

REMUNERATION COMMITTEE

We established a remuneration committee on 8 April 2005 with written terms of reference in

compliance with the code provisions in the Code on Corporate Governance Practices as set forth in

Appendix 14 to the Listing Rules. The primary duties of the remuneration committee are to develop

policy on Directors’ remuneration and fix the remuneration packages of individual Directors and

senior management.

Our remuneration committee has three members comprising a non-executive Director, namely

Dr. LEE Nai Shee, Harry, and two independent non-executive Directors, namely Mr. HO Lap Kee

and Mr. WONG Tin Yau, Kelvin. Mr. WONG Tin Yau, Kelvin is the chairman of the remuneration

committee.

NOMINATION COMMITTEE

We established a nomination committee on 8 April 2005 with written terms of reference in

compliance with the recommended best practices in the Code on Corporate Governance Practices as

set forth in Appendix 14 to the Listing Rules. The primary duties of the nomination committee are to

review and make recommendations to the Board on all Directors’ appointment, evaluate the

performance of the Directors and assess the independence of independent non-executive Directors.

The nomination committee has three members comprising a non-executive Director, namely,

Dr. LEE Nai Shee, Harry, and two independent non-executive Directors, namely Mr. HO Lap Kee

and Dr. FONG Ching. Mr. HO Lap Kee is the chairman of the nomination committee.
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STAFF

As at the Latest Practicable Date, we employed 335 full time employees. The following is a

breakdown of the employees by function:

Number of

employees

Management 8

Business development 20

Sales and marketing 27

Customer services 122

Customer training and service centres 3

Finance, accounting and general administration 31

Technology and infrastructure 124

Total 335

Our relationship with our staff

Our Directors believe that our staff members are one of our most valuable assets and have

contributed to our success. We provide on-the-job training for our staff members to enhance their

relevant knowledge and skills. To date, we have not experienced any significant turnover of staff or

any disruption to our business operations due to labour disputes.

Share Option Scheme

We have conditionally adopted the Share Option Scheme under which we may grant options to

subscribe for up to 77,763,250 Shares (which will represent 10% of the Shares in issue on the

Listing Date). The principal terms of the Share Option Scheme are summarised in the paragraphs

headed ‘‘Terms of Share Option Scheme’’ in Appendix VI to this prospectus.

Pre-IPO Share Option Scheme

We have adopted the Pre-IPO Share Option Scheme pursuant to which we have granted options

to certain persons, conditional on the granting by the Listing Committee of the listing of, and

permission to deal in, the Shares, to subscribe for Shares. Further details of the Pre-IPO Share

Option Scheme are set forth in the paragraphs headed ‘‘Terms of the Pre-IPO Share Option Scheme’’

in Appendix VI to this prospectus.

Benefits

In addition to the Share Option Scheme and the Pre-IPO Share Option Scheme, we also provide

mandatory provident fund schemes (‘‘MPF schemes’’) for our staff.

Under the MPF schemes, both ourselves and our staff have to contribute an amount equal to

5% of the relevant income of such staff to the MPF schemes, subject to a minimum level and a

maximum level of the monthly relevant income of HK$4,000 and HK$20,000 respectively. An

employee earning less than HK$4,000 per month is not required to contribute but may elect to do so.

However, we are still required to contribute 5% of the staff’s monthly relevant income even if it is

below HK$4,000.
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Contributions from us and our staff are 100% vested in the staff as soon as they are paid to the

MPF schemes but all benefits derived from the mandatory contributions must be preserved until the

staff reaches the retirement age of 65 (subject to exceptions such as early retirement between the

ages of 60 to 64, death, total incapacity and permanent departure from Hong Kong). Our

contributions to the MPF schemes can be used to offset any long service payments or severance

payments payable and are deductible against profits tax.

COMPLIANCE ADVISER

The Company has appointed DBS Asia, which is also the Sponsor, as its compliance adviser

pursuant to Rule 3A.19 of the Listing Rules to provide advisory services to the Company pursuant to

the requirements thereunder.

The term of the appointment shall commence on the Listing Date and end on the date on which

the Company complies with Rule 13.46 of the Listing Rules in respect of its financial results for the

first full financial year commencing after the Listing.
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BUSINESS STRATEGIES

Our goal is to create long-term shareholders’ value and to maintain our position as a leading

provider of trade-related electronic services to both the Hong Kong and international business

communities. Our overall business strategy is to maintain a constant stream of revenue from our

existing core business in the provision of GETS Services, while expanding into, and maximising our

return in, other commercial services for the business community in general.

With Hong Kong as a key international trading hub, we aim to enhance the productivity and

competitiveness of Hong Kong’s trading community by making available a range of value-added

electronic services. Our Directors expect the penetration rates of electronic commercial transactions

conducted by the business community to increase as: (i) the popularity in the use of Internet and

electronic data interchange services increases; and (ii) new technological advances further reduce the

cost of IT systems.

Mainland China has been one of the world’s fastest growing economies in the past decade and

is Hong Kong’s largest trading partner. Our Directors believe that with rapidly growing international

trade volume in Mainland China and its government’s initiative to streamline and use the Internet to

carry out various government operations, Mainland China could become an attractive market for us

in the future.

In the international arena, our Directors believe that most of our customers are primarily

engaged in international trade. Therefore, the ability to extend their access to overseas buyers and

suppliers is an important part of our strategy. Our Directors believe that we could gain benefits

through co-operation with regional industry players. Being a member of the Pan Asian E-Commerce

Alliance, we are in a position to leverage on our relationship with other members of the alliance to

strengthen our market presence and reputation.

To capture such growth opportunities and enhance our competitiveness, we plan to develop and

implement certain new initiatives, further details of which are set forth in this section headed

‘‘Future plans and prospects’’.

FUTURE PLANS AND PROSPECTS

In order to maintain its status as an international finance centre and a South East Asian

logistics hub, Hong Kong will need to find ways of improving its competitive edge against its

regional competitors. Our Directors therefore expect that the Hong Kong trade industry will undergo

a gradual and continual phase of evolution for increased efficiency and productivity, and as part of

such evolution time-consuming and paper-bound administrative procedures will need to be

streamlined. We will continue our mission to enhance the productivity and competitiveness of

Hong Kong’s trading commerce services. To achieve this, we will continue to act as an agent

between the public and private sectors, as well as within the private sector, by providing and

promoting a diversified and complementary range of trade-related electronic services, which are

intended not only to reduce processing time and administrative costs but also to promote the use of

more environmentally friendly paper-less transactions.
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The current environment for the adoption of electronic commerce represents a vast

improvement compared to the early days when we first launched our first electronic services in

1997. The significant factors include:

— the advance in internet technology development (broadband in particular) and usage

— the increase in computing power and the drop in associated costs, combined with other

technical developments such as radio frequency identification

— the competitive trading environment and the generally recognised need to cut operating

costs

— the increased use of public key infrastructure (PKI) to provide security (not just to

provide privacy of information protection, but also to guarantee authenticity of data) in e-

commerce

With these in mind, plans to develop the following services are underway:

. Digital Trade and Transportation Network (DTTN)

The DTTN, as conceived in a consultancy study commissioned by the Government and

endorsed by the LOGSCOUNCIL, will offer a common e-platform to facilitate information flow

along the supply chain and promote trade and logistics service integration, both in the region

and globally. On the recommendation of the LOGSCOUNCIL, the Government entered into

discussion with us on the development and operation of the DTTN services through a separate

corporate entity, hence the incorporation of the DTTNCo. It is our expectation that DTTN will

provide a stable and reliable technology platform for the promotion, development and delivery

of innovative value-added services. In turn, we believe that this will act as a catalyst to

promote electronic business adoption especially by small and medium-sized enterprises (SMEs).

In the consultancy study, it is envisaged that the implementation of the DTTN will reinforce

Hong Kong’s status as the preferred international and regional logistics hub and a supply-chain

base. The Government entered into discussion with us to define the service parameters, service

levels, pricing model and implementation programme of the DTTN, which have now been

agreed and are reflected in the DTTN Operating Agreement with the DTTNCo.

It is our intention that the DTTN will offer an infrastructure for shared use to allow

businesses to communicate electronically to support trade and logistics transactions through the

provision of electronic-document delivery services. It will also provide a convenient window to

trade and transportation service providers, and the opportunity to optimise logistics processes

through support for the major processes and e-documents required for international trade. It is

also our intention that the DTTN will serve as an open platform for common use by both Hong

Kong and international users.

Our Directors believe that this common platform for the electronic exchange of

information and documents among companies (covering more than 60 commonly used

commercial documents) will complement our public sector services. Marketing of the DTTN

services has commenced and the initial response has been encouraging, particularly from the

logistics industry. It is anticipated that DTTN will serve both as a domestic channel of

communication within the Hong Kong business community as well as a gateway to the regional

and international markets.
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Other key features of DTTN include:

1. connecting users to their trading partners through a low-cost single e-channel;

2. providing reliable and secure document transformation and delivery of legally

recognised electronic documents;

3. sending users immediate alerts and notifications via email or mobile phones; and

4. storing date online for two years and offline for seven years.

The development phase of DTTNCo is expected to complete for pilot run towards the end

of 2005. We do not expect DTTNCo would have direct competition with other members of the

Group.

During the Track Record Period, DTTNCo was a wholly-owned subsidiary of the

Company. Pursuant to the DTTNCo Acquisition Agreement, completion of the DTTN

Restructuring took place on 31 August 2005, when we transferred to the Vendor 31,500,000

shares in DTTNCo. This represents approximately 29.17% of the issued share capital of

DTTNCo as at the Latest Practicable Date, and the Company continues to hold approximately

70.83% of the issued share capital of DTTNCo. DTTNCo is, accordingly, our non-wholly

owned subsidiary. The DTTN Restructuring is subject to the fulfilment of a condition

subsequent described in the section headed ‘‘Connected transactions and arrangements relating

to DTTNCo’’. As at the Latest Practicable Date, the condition subsequent has not been

fulfilled. Pursuant to the terms of the DTTNCo Acquisition Agreement, the condition

subsequent must be fulfilled prior to 31 August 2006. DTTNCo is considering inviting other

parties to subscribe for new shares in DTTNCo. Under the DTTNCo Shareholders’ Agreement,

our shareholding and the Vendor’s shareholding in DTTNCo may be diluted as a result of

subsequent allotments of new shares by DTTNCo to new investors (if any), provided that the

Vendor’s shareholding may not be diluted to below 21% save with the prior written consent of

the Vendor. Details of the DTTN Restructuring, including those of the DTTNCo Acquisition

Agreement and the DTTNCo Shareholders’ Agreement, are set forth under the section

‘‘Connected transactions and arrangements relating to DTTNCo’’. The DTTNCo Restructuring

was a commercial agreement between the Group and FSI.

Upon appointment of all six directors to the board of DTTNCo by the Vendor in exercise

of its rights under the DTTNCo Shareholders’ Agreement, we will not be able to control the

board of DTTNCo. Although DTTNCo will continue to be our subsidiary, as defined under

Rule 1.01 of the Listing Rules, the results of DTTNCo will not be consolidated into our

consolidated financial statements. In accordance with Hong Kong Accounting Standard 28,

‘‘Investment in associates’’, our investment in DTTNCo will be accounted for under the equity

method and will be initially recorded at cost and adjusted thereafter for subsequent changes in

our share of the net assets of DTTNCo. Details of the DTTN Restructuring are set forth under

the section ‘‘Connected transactions and arrangements relating to DTTNCo’’ in this prospectus.

To date, we have invested HK$76.5 million in DTTNCo. However, we expect all further

development of DTTN services to be financed by the internal resources of DTTNCo.

Since DTTNCo and other members of the Group have separate operations, the Directors

believe that DTTNCo becoming an associated company for accounting purposes would have no

significant impact on the Group’s operations.
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. Electronic OPA

Under the OPA (Outward Processing Arrangement), eligible manufacturers registered with

the Trade and Industry Department can subcontract outside Hong Kong certain non-origin

conferring processes of certain goods without affecting the eligibility of such goods to attain

Hong Kong origin status on conditions (inter alia) that the goods concerned must have

undergone the principal manufacturing process(es) in Hong Kong which is/are sufficient to

qualify them as of Hong Kong origin.

Since 1 January 2005, Mainland China has imposed export duty on certain textiles

products. However, the Mainland China government has exempted Hong Kong textiles and

clothing products imported to Mainland China under the OPA from such export duty. The

Government has been in discussion with potential service providers for the provision of

electronic services to enable eligible traders to apply for OPA certificates for the purpose of

export duty exemption by the Mainland authorities. Tradelink has been actively involved in the

development of an appropriate system and will be ready to launch the electronic services if and

when a non-exclusive service agreement is concluded with the Government.

Subject to the successful conclusion of the discussions between the Government and the

Mainland authorities and the conclusion of the proposed agreement (if any) between us and the

Government, we intend to provide an online electronic OPA service whereby, through our web

interface, a manufacturer with a valid factory registration would be able to prepare, sign and

submit an electronic application to the Trade and Industry Department for the issuance of an

OPA certificate. Upon acceptance of the application, the Government would then send an

acceptance message to the applicant via our online system through which the manufacturer

could also print the accepted OPA certificate. Upon export, the OPA certificate for the goods

concerned could then be presented to the Mainland Customs for export duty exemption

purposes (collectively ‘‘OPA Services’’).

However, it is difficult to assess whether this export duty will continue to be imposed by

Mainland China, whether there will always be such an exemption from the export duty and

whether the scope of exemption (if any) will remain unchanged. The level of future demand for

electronic OPA is therefore uncertain.

It is expected that under the proposed agreement (if any) between us and the Government

in respect of electronic OPA, if the services to be provided by us cease to be required by

Mainland China and/or the Government as a result of the abolition of the said export duty and/

or the exemption from it, the proposed agreement (if any) may be terminated by notice. It is

also expected that we may terminate the proposed agreement (if any) without cause by giving

three months’ advance notice.

. Electronic submission of advance information and manifests for cargoes carried by

the road mode of transport across the land boundary

The Government has been studying the feasibility of introducing electronic submission of

advance information and manifests both in respect of cargoes carried by the road mode of

transport across the land boundary. If the Government does invite tenders for these two

services, it is our intention to bid for them.

Should we be successful in either bid (or both), we will finance the development of such

services by internal resources.
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We are also constantly seeking other investment opportunities to increase our revenue stream

and profits. We will also consider other strategic investments, so long as such investments would

facilitate our long-term business objectives.

USE OF PROCEEDS FROM THE NEW ISSUE

We intend to utilise the net proceeds from the New Issue to finance our future development

plans, strengthen our capital base and improve our financial position. The net proceeds from the

New Issue (after deduction of underwriting fees and estimated expenses payable by us in relation to

the Share Offer, and assuming an Offer Price of HK$1.19 per Share, being the mid-point of the

stated range of the Offer Price of HK$1.09 and HK$1.29 per Share), are estimated to be

approximately HK$53.8 million. We currently intend to use such net proceeds as follows:

. approximately HK$40.0 million for the identification and development of new electronic

services such as the electronic submission of advance information and manifests in respect

of cargoes carried by the road mode of transport across the land boundary, and new

services relating to application of RFID (radio frequency identification) technology in

logistics. The Directors do not intend to use this part of the proceeds for the development

of DTTN; and

. the remaining balance as our general working capital.

Assuming an Offer Price of HK$1.19 per Share, being the mid-point of the stated Offer Price

range, the net proceeds to be applied as general working capital would amount to approximately

25.7% of our net proceeds from the New Issue.

To the extent that the net proceeds from the New Issue are not immediately required for the

above purposes or if we are unable to carry out any part of our future development plans as

intended, we may place such funds in short-term deposits with banks and/or financial institutions for

so long as it is in our best interests to do so.

In the event that the final Offer Price is fixed at HK$1.09 per Share, being the lowest point of

the Offer Price range, the net proceeds are estimated to be approximately HK$48 million. In such

circumstances, the Directors intend to reduce the application of the proceeds for general working

capital by approximately HK$6 million.

In the event that the final Offer Price is fixed at HK$1.29 per Share, being the highest point of

the Offer Price range, the net proceeds are estimated to be approximately HK$59 million. In such

circumstances, the Directors intend to increase the application of the proceeds for general working

capital by approximately HK$5 million.

The proceeds received by the Vendor from the Offer for Sale will be credited to the Capital

Investment Fund of the Government in accordance with the Resolution passed by the Legislative

Council (Chapter 2B of the Laws of Hong Kong) pursuant to section 29 of the Public Finance

Ordinance, Chapter 2 of the Laws of Hong Kong on 14 March 1990 for the setting up of such fund.

We will not receive any part of the proceeds derived by the Vendor from the Offer for Sale.
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SUBSTANTIAL SHAREHOLDERS

So far as our Directors are aware, the following person will, immediately following completion

of the Share Offer (assuming that the Over-allotment Option is not exercised and taking no account

of any Shares that may be issued pursuant to the exercise of any options which have been granted

under the Pre-IPO Share Option Scheme and which may be granted under the Share Option Scheme),

be directly or indirectly interested in 10% or more of the nominal value of our Shares carrying the

right to vote in all circumstances at general meetings of our Company:

Name

Number

of Shares

Approximate

percentage of

shareholding

(%)

The Financial Secretary Incorporated (Note) 130,665,000 16.80%

Note: The Financial Secretary Incorporated is a corporation sole incorporated in Hong Kong under the Financial

Secretary Incorporation Ordinance (Chapter 1015 of the Laws of Hong Kong). The Shares held by The Financial

Secretary Incorporated are assets of the Government held in the name of The Financial Secretary Incorporated.

Pursuant to the DTTNCo Acquisition Agreement, completion of the DTTN Restructuring took

place on 31 August 2005, we transferred to the Vendor 31,500,000 shares in DTTNCo. This

represents approximately 29.17% of the issued share capital of DTTNCo as at the Latest Practicable

Date, and the Company continues to hold approximately 70.83% of the issued share capital of

DTTNCo. The DTTN Restructuring is subject to the fulfilment of a condition subsequent described

in the section headed ‘‘Connected transactions and arrangements relating to DTTNCo’’. As at the

Latest Practicable Date, the condition subsequent has not been fulfilled. Until the date of fulfilment

of the condition subsequent or 31 August 2006 (whichever is earlier), under the DTTNCo

Acquisition Agreement, the Vendor will be treated as if it were the outright beneficial owner of the

DTTNCo Shares having the right to, inter alia, appoint six directors to the board of DTTNCo, attend

and vote at general meetings of DTTNCo, and exercise all rights which the Vendor has under the

DTTNCo Shareholders’ Agreement.

Save as disclosed above, our Directors are not aware of any other person who will,

immediately following completion of the Share Offer, be directly or indirectly interested in 10% or

more of our Shares then in issue or have a direct or indirect equity interest in any member of our

Group representing 10% or more of the equity in issue immediately following completion of the

Share Offer.

UNDERTAKINGS GIVEN BY OUR SUBSTANTIAL SHAREHOLDER AND CERTAIN OF

OUR FOUNDING SHAREHOLDERS

Our Substantial Shareholder and Founding Shareholders have given certain undertakings to our

Company and the Sponsor (on behalf of the Underwriters) as described in the paragraphs headed

‘‘Undertakings’’ in the section headed ‘‘Underwriting’’ in this prospectus.
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The following is a description of the authorised and issued share capital of the Company in

issue and to be issued as fully paid pursuant to the Share Offer after the completion of the Share

Offer:

Shares of HK$0.20 each

Authorised share capital HK$

1,250,000,000 Shares 250,000,000

Issued share capital

719,312,500 Shares in issue before completion of the Share Offer 143,862,500

58,320,000 Shares to be issued pursuant to the Share Offer 11,664,000

Total issued share capital

777,632,500 Shares 155,526,500

Notes:

1. Assumptions

This table takes no account of any Shares which may be allotted and issued by the Company pursuant to the exercise of

any options granted under the Pre-IPO Share Option Scheme or which may be granted under the Share Option Scheme, the

Over-allotment Option or under the general mandates for the allotment and issue or repurchase of Shares granted to our

Directors as described in notes 3 to 5 below.

2. Ranking

The Shares to be issued will rank pari passu in all respects with all Shares in issue, and will qualify for all dividends

and other distributions declared, made or paid on the Shares.

3. Share Option Schemes

We have adopted the Pre-IPO Share Option Scheme. A summary of the main terms of this scheme and details of the

options that have been granted under it are set out in the paragraphs headed ‘‘Terms of the Pre-IPO Share Option Scheme’’

and ‘‘Options granted under the Pre-IPO Share Option Scheme’’ in the section headed ‘‘Pre-IPO Share Option Scheme and

Share Option Scheme’’ in Appendix VI to this prospectus. We have also conditionally adopted the Share Option Scheme. A

summary of the main terms of the Share Option Scheme is set out in the paragraphs headed ‘‘Terms of The Share Option

Scheme’’ in the section headed ‘‘Pre-IPO Share Option Scheme and Share Option Scheme’’ in Appendix VI to this prospectus.

4. General mandate to issue new Shares

The Directors have been unconditionally granted a general mandate to allot, issue and deal with Shares.

Further information on this general mandate is set out in the paragraphs headed ‘‘Resolutions of our Shareholders’’ in

the section headed ‘‘Further information about our Company’’ in Appendix VI to this prospectus.

5. General mandate to repurchase Shares

The Directors have been unconditionally granted a general mandate to exercise all the powers of the Company to

repurchase Shares.

Further information of this general mandate is set out in the paragraphs headed ‘‘Resolutions of our Shareholders’’ in

the section headed ‘‘Further information about our Company’’ in Appendix VI to this prospectus.
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INDEBTEDNESS

Borrowings

As at the close of business on 31 August 2005, being the latest practicable date for the purpose

of this indebtedness statement prior to the printing of this prospectus, we did not have any

outstanding borrowings or loans.

Finance lease and operating lease commitment

As at the close of business on 31 August 2005, we did not have any finance lease

commitments.

As at the close of business on 31 August 2005, we had operating lease commitments of

approximately HK$1.0 million.

Securities and guarantees

As at the close of business on 31 August 2005, we had the following outstanding:

. we provided a bank guarantee amounting to approximately HK$1.2 million in respect of a

revolving credit facility granted to KAZ Hong Kong; and

. we have obtained two performance bonds from The Hongkong and Shanghai Banking

Corporation Limited for an aggregate amount of approximately HK$2.1 million as

guarantee to the Government for our due performance of the GETS Agreements.

Capital commitment

As at the close of business on 31 August 2005, we had an outstanding capital commitment in

respect of the purchase of computer equipment of approximately HK$4.9 million.

Contingent liabilities

As at the close of business on 31 August 2005, we had contingent liabilities same as those

stated in note 27 to the Accountants’ Report of the Company as set out in Appendix I to this

prospectus.

Disclaimers

Save for the operating lease commitments, guarantees, capital commitment and contingent

liabilities disclosed herein, and apart from intra-group liabilities, we did not have any outstanding

loan capital issued and outstanding or agreed to be issued, bank overdrafts, charges or debentures,

mortgages, loans or other similar indebtedness or any finance lease commitments, hire purchase

commitments, liabilities under acceptances (other than normal trade bills) or acceptance creditors or

any guarantees or other material contingent liabilities outstanding as at the close of business on 31

August 2005.

Our Directors have confirmed that there have been no material changes in the indebtedness or

contingent liabilities of the Group since 31 August 2005.
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LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

Overview

Our principal sources of liquidity and capital resources have been, and are expected to continue

to be, cash flow from operations, the issuance of new shares and debt financing. Our principal uses

of cash have been, and are expected to continue to be, operational costs, investment in our

associated companies and purchase of fixed assets.

Net current assets

As at 31 August 2005, we had net current assets of approximately HK$166.8 million. Our

current assets comprised trade receivables of approximately HK$20.4 million, other receivables and

prepayments of approximately HK$54.5 million and cash and cash equivalents of approximately

HK$323.3 million. Our current liabilities comprised trade and other payables of approximately

HK$218.3 million and provision for termination costs and long service payments of approximately

HK$3.1 million and provision for taxation of approximately HK$10.0 million.

Cash flows

The following table sets forth a condensed summary of our audited statements of consolidated

cash flows during the Track Record Period:

For the year ended 31 December

For the four months

ended 30 April

2002 2003 2004 2004 2005

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

(unaudited)

Net cash inflow from

operating activities 150,369 143,683 125,710 42,943 41,246

Net cash inflow/(outflow)

from investing activities 4,810 (71,577) (102,835) (32,435) (66,900)

Net cash outflow from

financing activities (164) (165) (70) (55) —

Net increase/(decrease) in

cash and cash equivalents 155,015 71,941 22,805 10,453 (25,654)

Net cash flow from operating activities

Net cash inflow from operating activities for the four months ended 30 April 2005 amounted to

approximately HK$41.2 million, representing a decrease of approximately HK$1.7 million as

compared to the amount for the corresponding period of the previous year. The decrease was mainly

attributable to the net effect of the decrease in our turnover, and the increase in payable to creditors.

The increase in payable to creditors was mainly because of the purchase of fixed assets.

Net cash inflow from operating activities amounted to approximately HK$125.7 million for the

year ended 31 December 2004, representing a decrease of approximately HK$18.0 million from a net

cash inflow of approximately HK$143.7 million for the year ended 31 December 2003. The change

was mainly due to the decrease in our turnover and the increase in taxation paid for the year ended

31 December 2004 as compared to the year ended 31 December 2003.

FINANCIAL INFORMATION

— 112 —



Net cash inflow from operating activities amounted to approximately HK$143.7 million for the

year ended 31 December 2003, representing a decrease of approximately HK$6.7 million from a net

cash inflow of approximately HK$150.4 million for the year ended 31 December 2002. The

difference was mainly attributable to the net effect of the increase in our turnover, the settlements of

accounts payable, creditors and trade and other receivables, and the increase in taxation paid for the

year ended 31 December 2003.

Net cash flow from investing activities

Net cash outflow from investing activities for the four months ended 30 April 2005 amounted

to approximately HK$66.9 million, representing an increase of approximately HK$34.5 million as

compared to the amount for the corresponding period of the previous year. The increase was mainly

attributable to purchase of office premises for approximately HK$39 million in January 2005.

Net cash outflow from investing activities amounted to approximately HK$102.8 million for the

year ended 31 December 2004, representing an increase of approximately HK$31.2 million from a

net cash outflow of approximately HK$71.6 million for the year ended 31 December 2003. The

change was mainly due to the investment in OnePort of HK$30.0 million and the increase in

dividend payments of approximately HK$15.2 million during the year ended 31 December 2004.

Net cash outflow from investing activities amounted to approximately HK$71.6 million for the

year ended 31 December 2003, as compared to a net cash inflow of approximately HK$4.8 million

for the year ended 31 December 2002. The difference was mainly attributable to the proceeds from

the sale of bonds of approximately HK$57.3 million during the year ended 31 December 2002 and

the increase in dividend payment of approximately HK$28.8 million during the year ended 31

December 2003.

Net cash flow from financing activities

We did not have any cash flow from financing activities within the four months ended 30 April

2005. Net cash outflow from financing activities amounted to approximately HK$70,000 for the year

ended 31 December 2004, representing a decrease of approximately HK$95,000 from a net cash

outflow of approximately HK$165,000 for the year ended 31 December 2003. The decrease was

mainly due to the decrease in payments relating to finance leases.

Net cash outflow from financing activities amounted to approximately HK$165,000 for the year

ended 31 December 2003, representing an increase of approximately HK$1,000 from a net cash

outflow of approximately HK$164,000 for the year ended 31 December 2002.

Funding and banking facilities

We generally finance our operations with internally-generated cash flow and banking facilities.

Following completion of the Share Offer, our Directors expect to fund our capital and operating

requirements through internally-generated cash flow, the net proceeds from the New Issue and the

cash on hand.

As at the close of business on 31 August 2005, we had a banking facility amounting to

approximately HK$110.0 million. The facility is secured on a negative pledge over all of our assets.

As at the Latest Practicable Date, we had not utilised the above banking facility.
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DISCLOSURE UNDER CHAPTER 13 OF THE LISTING RULES

Our Directors confirm that, as at the Latest Practicable Date, we were not aware of any

circumstances which would give rise to a disclosure requirement under Rule 13.13 to Rule 13.19 of

the Listing Rules.

SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated financial data set forth below is extracted from, and should be read

in conjunction with, our consolidated financial information during the Track Record Period set forth

in the accountants’ report, the text of which is set forth in Appendix I to this prospectus.

The consolidated profit and loss accounts data set forth below present the results of operations

of the companies now comprising our Group. The consolidated balance sheet data set forth below

presents the financial position of the companies now comprising our Group.

Profit and loss accounts data

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2004 2005

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

(unaudited)

Turnover (Note 1) 302,748 308,481 279,706 86,792 75,773

Interest income 6,716 4,010 5,093 169 3,479

Other net income/(loss) 4,995 34 (4,266) (1) —

Staff costs (97,713) (87,229) (82,989) (25,800) (23,107)

Depreciation (39,795) (40,836) (25,501) (7,943) (4,766)

Impairment of investment securities — (7,500) (40,000) — —

Other operating expenses (50,738) (51,171) (48,431) (16,286) (16,155)

Profit from operations 126,213 125,789 83,612 36,931 35,224

Reversal of provision for termination costs

and long service payments 11,422 — — — —

Finance costs (41) (21) (3) (3) —

Loss on sale of assets and liabilities of a

subsidiary — — (55) — —

Share of net losses of associates (1,082) (4,269) — — —

Profit before taxation 136,512 121,499 83,554 36,928 35,224

Taxation (22,347) (23,801) (20,586) (6,509) (5,621)

Profit attributable to the equity holders

of the parent 114,165 97,698 62,968 30,419 29,603

Dividends 30,211 77,686 49,776 — —
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Note:

(1) Turnover represents the value of services provided and goods supplied to customers.

Selected balance sheet data

As at 31 December

As at

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Fixed assets 76,875 49,059 27,350 71,287

Trade receivables 17,048 21,159 20,242 18,213

Cash and cash equivalents 322,726 394,667 417,472 391,818

Trade and other payables (Note 1) 213,695 213,708 218,575 229,102

Net assets 219,963 264,432 258,922 277,016

Note:

(1) As set out in Note 18 to the Accountants’ Report set forth in Appendix I to this prospectus, trade and other payables

include trade creditors, customer deposits received, accounts payable within one year, and accrued charges and other

payables. The trade creditors include primarily transaction fees collected on behalf of the Government to be paid over

on the next working day. Accrued charges and other payables include mainly annual subscription fees paid by

registered customers that are billed in January each year. The annual fee revenue is recognised on a monthly basis in

the following years and is treated as deferred revenue or receipt in advance in each period end. As such, as revenue is

recognised, the balance decreases gradually each month from beginning of a financial period to the end of it. This led

to a higher balance of trade and other payables as at 30 April 2005 as compared to 31 December 2004.

Selected financial ratios and operating statistics

For the year

ended 31 December

For the four months

ended 30 April

2002 2003 2004 2004 2005

(unaudited)

Net profit margin (Note 1) 37.7% 31.7% 22.5% 35.0% 39.1%

Effective tax rate (Note 2) 16.4% 19.6% 24.6% 17.6% 16.0%

Current ratio (Note 3) 1.64 1.89 2.00 1.89 1.81

Quick ratio (Note 4) 1.64 1.89 2.00 1.89 1.81

Debtors’ turnover days (Note 5) 5 6 5 6 5

Notes:

(1) The calculation of net profit margin is based on profit attributable to the equity holders of the parent divided by

turnover.

(2) The calculation of effective tax rate is based on taxation divided by profit before taxation.

(3) The calculation of current ratio is based on current assets divided by current liabilities.

(4) The calculation of quick ratio is based on current assets minus inventory divided by current liabilities.
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(5) The calculation of debtors’ turnover days is based on the closing balance for trade receivables divided by the amount of

turnover and Government charges collected on behalf of the Government by us and multiplied by 365 days. For each of

the three years ended 31 December 2004 and the four months ended 30 April 2004 and 30 April 2005, the amounts of

Government charges collected by us amounted to approximately HK$899.8 million, HK$1,005.7 million, HK$1,144.6

million, HK$346.3 million and HK$337.4 million respectively.

Net profit margin

Net profit margin decreased from approximately 37.7% in 2002 to approximately 31.7% in

2003. The decrease was mainly due to impairment loss of approximately HK$7.5 million relating to

Systech On-line in 2003 and a reversal of provision for termination costs and long service payments

of approximately HK$11.4 million in 2002.

Termination costs and long service payments were provided in the franchise period for staff

redundancy payments and the then expected transfer of assets to the Government if franchised

operations ceased at 31 December 2003. However, a new non-exclusive agreement was reached with

the Government in July 2002 which enabled the Company’s on-going business to continue. No

termination costs were then expected to be realised and the amount was therefore reversed in 2002.

Net profit margin decreased from approximately 31.7% in 2003 to approximately 22.5% in

2004. The decrease was mainly due to the impairment of investment securities of approximately

HK$40.0 million during the year ended 31 December 2004.

Net profit margin for the four months ended 30 April 2005 increased to approximately 39.1%,

as no impairment of investment securities was recognised during the period as compared to 2004. As

compared to the four months ended 30 April 2004, the higher net profit margin for the four months

ended 30 April 2005 was mainly due to the higher interest income earned during the period.

Effective tax rate

The effective tax rate was approximately 19.6% for the year ended 31 December 2003 and

approximately 16.4% for the year ended 31 December 2002. The increase in effective tax rate in

2003 was mainly due to the impairment loss of approximately HK$7.5 million and share of loss of

associates of approximately HK$4.3 million which were not tax deductible.

The effective tax rate was approximately 24.6% for the year ended 31 December 2004. The

increase in effective tax rate in 2004 was mainly attributable to the impairment loss of

approximately HK$40 million recognised which was not tax deductible.

For the four months ended 30 April 2005, the effective tax rate was approximately 16.0%. The

decrease as compared to 2005 in effective tax rate was attributable to the non-taxable interest

income recognised during the period 2005. On the other hand, more tax-exempted interest income in

the four months ended 30 April 2005 led to lower effective tax rate as compared to the four months

ended 30 April 2004.

Current ratio

The increase in current ratio in 2003 compared to that in 2002 was mainly due to the increase

in cash balance by approximately HK$72 million. The current ratio for the two years ended 31

December 2004 and the four months ended 30 April 2005 remained stable. The decrease in current
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ratio of the four months ended 30 April 2005, as compared to that of the four months ended 30 April

2004 was mainly due to cash outflow made for the purchase of our new office premises in March

2005.

Quick ratio

The increase in quick ratio in 2003 compared to that in 2002 was mainly due to the increase in

cash balance by approximately HK$72 million. The quick ratio for the two years ended 31 December

2004 and the four months ended 30 April 2005 remained stable. The decrease in quick ratio for the

four months ended 30 April 2005, as compared to that for the four months ended 30 April 2004 was

mainly due to cash outflow made for the purchase of our new office premises in March 2005.

Debtors’ turnover days

The debtors’ turnover days remained stable throughout the Track Record Period. We normally

grant credit periods of between one day and one month.

High cash level and relatively low non-cash assets

Cash and cash equivalent represented approximately 92.6% of our total current assets as at 30

April 2005. We maintain a significant amount of cash and cash equivalent mainly because we have

received deposits from our customers. As at 30 April 2005, customer deposits held by us amounted

to approximately HK$167 million. The remaining balance of cash and cash equivalents at the end of

the financial years during the Track Record Period included undistributed profit, tax payable, staff

bonuses and other operating expenses which were due for payments in the following year.

In addition, the electronic platform for our services developed in 1996 was fully depreciated at

the end of 2003. Apart from regular upgrades and replacements, no significant expenditure has been

required since then to keep the system in good condition for providing efficient service. This also

explains our relatively high cash or near cash assets.

MANAGEMENT DISCUSSION AND ANALYSIS OF THE RESULTS OF OUR OPERATIONS

The following discussion of the results of our operations should be read in conjunction with

our consolidated financial information during the Track Record Period set forth in the Accountants’

Report, the text of which is set forth in Appendix I to this prospectus.

Overview

We are a leading provider of trade-related electronic services in Hong Kong to both Hong

Kong and international business communities. We were the first company appointed by the

Government to provide Government Electronic Trading Services in relation to certain official trade-

related documents in Hong Kong. We continue to command a leading position in the provision of

Government Electronic Trading Services in relation to TDEC and DCP with a market share of

approximately 97% in 2004 and approximately 94% for the first six months in 2005 (for TDEC) with

reference to the total number of TDEC received by the Census Department, and a market share of

approximately 99% for the six months ended June 2005 (for DCP) with reference to the total number

of DCP applications received by the HK Customs. As at the Latest Practicable Date, we were the

sole provider of Government Electronic Trading Services in relation to CO, EMAN, PN, and TTRS
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(see however paragraphs headed ‘‘Competition’’ in the section headed ‘‘Business’’ and paragraphs

headed ‘‘Government’s intention to increase competition in relation to Government Electronic

Trading Services’’ in the section headed ‘‘Relationship with the Government’’).

We aim to enhance the productivity and competitiveness of Hong Kong’s trading community by

making available a range of value-added electronic commerce services, ranging from a number of

official trade-related documents to a wide spectrum of documentation which the business community

uses every day. Our trade-related electronic services can be broadly categorised into two application

groups: (i) public sector services; and (ii) private sector and international services. Some of these

services (such as trader documentation services, electronic shipping order services and automated

manifest services) are offered directly by us whilst some (such as Jingmao Link) are offered by our

joint venture companies.

For each of the three years ended 31 December 2004 and the four months ended 30 April 2005,

turnover generated from our public sector services represented approximately 94.0%, 94.2%, 95.1%

and 95.3% respectively of our total turnover, whilst turnover generated from our private sector and

international services represented approximately 6.0%, 5.8%, 4.9% and 4.7% of our total turnover,

respectively.

Factors affecting the results of our operations

During the Track Record Period, our results were mainly affected by the following:

1. Before 1 January 2005, we offered the Government Electronic Trading Services in relation

to RTEL. However, with the abolition of the quota system in early 2005, these services

are no longer required. The scope of our public sector services was thereby reduced. The

demand for our Government Electronic Trading Services in relation to TTRS also

decrease due to the abolition.

2. Following the expiry of the exclusive Government Franchise on 31 December 2003,

instead of being the sole provider, we became one of the two providers of Government

Electronic Trading Services in relation to TDEC and DCP in Hong Kong. Although we

maintain a leading market position, our revenue derived from these services was reduced

after the entry of the competitor.

As discussed in the section headed ‘‘Future Plans and Prospects’’ in this prospectus, we will

launch the DTTN and may launch the OPA services. The results of these services are expected to

impact on our results in the future.

Our turnover and our ability to continue to generate profits are substantially affected by a

number of factors, including the following principal factors:

— the level of demand for electronic transactions;

— the successful introduction of our new services;

— our ability to manage and control operating costs;

— changes in the operating conditions in Hong Kong; and

— changes in Government policies leading to our exposure to further competition.

FINANCIAL INFORMATION

— 118 —



Description of certain profit and loss account items

Turnover

We mainly generate turnover through basic annual subscription fees and transaction-based

charges.

Our services can be subscribed by our customers by way of registered subscriptions or by way

of over-the-counter transactions at our service centres. Generally, all of our customers are required

to register as our online subscribers and pay annual subscription fees before they are eligible to use

the services on our electronic platforms. When our customers subscribe for our electronic services,

they are required to pay further transaction-based charges. Certain services, such as digital signature

authentication, are provided free of charge only to our registered subscribers, as a measure to induce

registered subscriptions and retain customers.

Breakdown of turnover

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Transaction and handling fees

Import and export declarations (TDEC) 213,102 219,872 205,043 62,159 64,201

Production notifications (PN) 3,546 3,535 3,661 348 1,070

Certificates of origin (CO) 3,336 3,390 3,320 715 964

Dutiable commodities permits (DCP) 556 1,005 1,119 381 350

Electronic cargo manifests (EMAN) — 307 1,904 783 436

Handling fees collected by the service

centre operated by us 6,272 5,485 4,471 1,141 1,453

Others(1) 43,828 41,826 33,524 2,883 9,589

Sub-total 270,640 275,420 253,042 68,410 78,063

Annual subscription and registration fees 25,274 24,482 19,799 6,404 6,572

Training income 924 567 329 44 119

Sales of software and related installation 458 246 182 21 71

Others(2) 5,452 7,766 6,354 894 1,967

302,748 308,481 279,706 75,773 86,792

(1) The amount mainly represented income derived from electronic processing of restrained textile export licences and

supporting charges received from the franchised services centres.

(2) The amount represented various ad-hoc services fees and fees for placing advertisements in our publications.
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Other operating expenses

Our other operating expenses consist of maintenance costs of our computer equipment, office

rental, promotion and marketing expenses, telecommunication costs, facility management fees and

general office expenses.

Our Directors believe that such operating expenses will increase as our operations continue to

grow.

Taxation

Our profits arising in or derived from Hong Kong are subject to Hong Kong profits tax.

Provision for Hong Kong profits tax has been calculated at the applicable rate of 16% for the year

ended 31 December 2002 and 17.5% for the two years ended 31 December 2004 on the estimated

assessable profits of the companies of our Group.

Expenses for share options

The Group recognised expenses for share options of nil, HK$10,000, HK$25,000 for each of

the years ended 31 December 2002, 2003 and 2004 respectively and HK$7,000 and HK$13,000 for

each of the four months ended 30 April 2004 and 2005 respectively.

Critical accounting policies and practices

Accounting estimates are an integral part of the financial statements prepared by our

management and are based upon management’s then-current judgements. A summary of the principal

accounting policies used in the preparation of our financial statements is set forth in sub-section D

of our audited consolidated financial statements which are included in the Accountants’ Report set

forth in Appendix I to this prospectus. Critical accounting policies are those that are both important

for the portrayal of our financial condition and results of operations and require our management’s

most difficult, subjective or complex judgement, often as a result of the need to make estimates

about the effect of matters that are inherently uncertain and may change in subsequent periods.

Certain estimates are particularly sensitive because of their significance to the financial statements

and because of the possibility that future events affecting the estimate may differ significantly from

our management’s current judgements. Our management believes the following critical accounting

policies involve the most significant judgements and estimates used in the preparation of our

financial statements.

Turnover recognition

We recognise turnover when it is probable that the economic benefits will flow to us and the

revenue and costs, if applicable, can be measured reliably. In particular:

(i) transaction fees, handling fees, registration fees and training income are recognised when

services have been provided to customers;

(ii) annual subscription fees are recognised on time-apportioned basis by reference to the

period of the subscription;
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(iii) revenue from sale of goods is recognised when goods are delivered at the customers’

premises which is taken to be the point in time when the customer has accepted the goods

and the related risks and rewards of ownership, and is calculated after deduction of any

trade discounts; and

(iv) interest income is accrued on a time-apportioned basis by reference to the principal

outstanding and at the rate applicable.

Depreciation

Our depreciation is calculated to write off the cost of our fixed assets over their anticipated

useful lives on a straight-line basis, based on the following:

Land remaining period up to 30 June 2047

Buildings estimated useful life of 20 years

Leasehold improvements lower of 3 years or the remaining term of the lease

Computer and office equipment 3 to 7 years

Motor vehicles 3 years

Furniture and fixtures 5 years

Impairment of assets

Our management exercises its judgement in relation to the impairment of assets. Our

management reviews internal and external sources of information at each balance sheet date to

identify indications that assets, including fixed assets, investments in associates, intangible assets,

investment in securities and positive goodwill, may be impaired or an impairment loss previously

recognised no longer exists or may have decreased. If any such indication exists, our management

would need to estimate the asset’s recoverable amount. The recoverable amount of an asset is the

greater of its net selling price and value in use. In assessing value in use, the estimated future cash

flows are discounted to their present value using a pre-tax discount rate that reflects current market

assessments of time value of money and the risks specific to the asset. Where an asset does not

generate cash inflows largely independent of those from other assets, the recoverable amount is

determined for the smallest group of assets that generates cash inflows independently. An

impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable

amount.

Comparison between the results for the four months ended 30 April 2005 and the four months

ended 30 April 2004

Turnover

For the four months ended 30 April 2005, turnover amounted to approximately HK$75.8

million, representing a decrease of approximately 12.7% as compared to turnover of approximately

HK$86.8 million for the four months ended 30 April 2004. The decrease was principally due to the

cessation of the Government Electronic Trading Services in relation to RTEL previously provided by

us, as a result of the abolition of the textiles quota system with effect from 1 January 2005. The

abolition of the textiles quota system also led to the termination of carrier notification services and

the decrease in revenue derived from the GETS Services in relation to CO and PN.
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Interest income

For the four months ended 30 April 2005, interest income amounted to approximately HK$3.5

million, representing an increase of approximately 17 times as compared to interest income of

approximately HK$0.2 million for the four months ended 30 April 2004. Interest income was mainly

derived from the Company’s investment in bank deposits.

Staff costs

For the four months ended 30 April 2005, staff costs amounted to approximately HK$23.1

million, representing a decrease of approximately 10.5% as compared to staff costs of approximately

HK$25.8 million for the four months ended 30 April 2004. The decrease was mainly due to

additional temporary staff employed to upgrade customer software during 2004.

Depreciation

For the four months ended 30 April 2005, depreciation amounted to approximately HK$4.8

million, representing a decrease of approximately 39.2% as compared to depreciation of

approximately HK$7.9 million for the four months ended 30 April 2004. As a result of a

comprehensive review of the Company’s computer equipment and software systems, certain obsolete

computer equipment was disposed of in 2004. As the book value of our computer equipment

decreased, the depreciation charge was significantly reduced for the four months ended 30 April

2005.

Other operating expenses

For the four months ended 30 April 2005, other operating expenses amounted to approximately

HK$16.2 million, which remained stable as compared to other operating expenses of approximately

HK$16.3 million for the four months ended 30 April 2004.

Taxation

For the four months ended 30 April 2005, taxation amounted to approximately HK$5.6 million,

representing a decrease of approximately 13.8% as compared to taxation of approximately HK$6.5

million for the four months ended 30 April 2004. The decrease was principally due to our lower

estimated assessable profits for the four months ended 30 April 2004. Our effective tax rate,

expressed as the taxation charge as a percentage of profit before tax, was approximately 16.0% for

the four months ended 30 April 2005 and approximately 17.6% for the four months ended 30 April

2004. The decrease in effective tax rate was attributable to non-taxable interest income recognised in

2005.

Profit attributable to the equity holders of the parent

Our profit attributable to the equity holders of the parent amounted to approximately HK$29.6

million for the four months ended 30 April 2005, representing a decrease of approximately 2.7% as

compared to profit attributable to the equity holders of the parent of approximately HK$30.4 million

for the four months ended 30 April 2004. The decrease was mainly due to a decrease in our

turnover. Our net profit margin for the four months ended 30 April 2005 increased to 39.1% as

compared to 35.0% for the corresponding period in 2004.
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Comparison between the results for the year ended 31 December 2004 and the year ended 31

December 2003

Turnover

For the year ended 31 December 2004, turnover amounted to approximately HK$279.7 million,

representing a decrease of approximately 9.3% as compared to turnover of approximately HK$308.5

million for the year ended 31 December 2003. The decrease was mainly attributable to the decrease

in turnover derived from the GETS Services in relation to TDEC. The latter decrease was principally

due to the expiry of the exclusive Government Franchise on 31 December 2003 whereby we were

exposed to competition from another Government appointed service provider of Government

Electronics Trading Services in relation to TDEC.

Interest income

For the year ended 31 December 2004, interest income amounted to approximately HK$5.1

million, representing an increase of approximately 27.5% as compared to interest income of

approximately HK$4.0 million for the year ended 31 December 2003. Interest income was mainly

derived from the Company’s bank deposits.

Other net loss

For the year ended 31 December 2004, we had a comprehensive review of the Company’s

computer equipment and software expires. This review led to a disposal of obsolete computer

equipment at a loss amounting to approximately HK$4.3 million.

Staff costs

For the year ended 31 December 2004, staff costs amounted to approximately HK$83.0 million,

representing a decrease of approximately 4.8% as compared to staff costs of approximately HK$87.2

million for the year ended 31 December 2003. Our average number of staff decreased from 310 as at

31 December 2003 to 307 as at 31 December 2004.

Depreciation

For the year ended 31 December 2004, depreciation amounted to approximately HK$25.5

million, representing a decrease of approximately 37.5% as compared to depreciation of

approximately HK$40.8 million for the year ended 31 December 2003. The original costs of

certain computer equipment were fully depreciated upon expiry of the Exclusive Franchise on 31

December 2003. Therefore, the depreciation charge was significantly reduced for the year ended 31

December 2004.

Impairment of investment securities

For the year ended 31 December 2004, impairment of investment securities amounted to

approximately HK$40.0 million, representing an increase of approximately 433.3% as compared to

impairment of investment securities of approximately HK$7.5 million for the year ended 31

December 2003. The impairment loss of approximately HK$40.0 million for the year ended 31

December 2004 related to our investment in OnePort while the impairment loss of approximately

HK$7.5 million for the year ended 31 December 2003 related to our investment in Systech On-line.
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OnePort was established in 2002. It provides electronic services to replace traditional paper-

form port terminal transactions between carriers and shippers. The Board had reviewed the business

plan of OnePort and decided to invest in this company.

We have, in aggregate, invested HK$50 million in OnePort and hold an interest of

approximately 9.29% in this company. The initial investment of HK$20 million in OnePort was

paid in 2003. Pursuant to the memorandum of understanding in respect of the investment in OnePort,

after OnePort achieved a certain transaction volume, the second installment of HK$30 million was

paid in 2004.

OnePort has been loss-making since its establishment. As a result of our review of the business

operations, financial projections and financial statements of OnePort, we recognised an impairment

loss of HK$40 million in 2004.

Impairment relating to Systech On-line was made in 2003 after taking into account its trading

performance and future prospects in the competitive software development industry. Systech On-line

is a software house specialising in IT consulting and project management, system architecture and

application development, e-commerce total solution and software application. Having decided that

we should outsource certain system development to software houses, we invested in Systech On-line

in February 2002.

Other operating expenses

For the year ended 31 December 2004, other operating expenses amounted to approximately

HK$48.4 million, representing a decrease of approximately 5.5% as compared to other operating

expenses of approximately HK$51.2 million for the year ended 31 December 2003. The decrease was

mainly because we had recognised a provision for impairment of loan of HK$1.9 million to KAZ

Hong Kong in 2003. Based on our assessment on the financial position of KAZ Hong Kong, we

considered the loan might not be recoverable.

We and the other shareholder of KAZ Hong Kong had provided shareholders’ loans to KAZ

Hong Kong in proportion to our respective shareholdings. The purpose of the loans was to provide

KAZ Hong Kong with working capital. The granting of an interest-free loan of HK$1.9 million to

KAZ Hong Kong was duly approved by our Board in March 2002.

Loss on disposal of interests in a subsidiary

On 31 October 2004, we sold the assets and liabilities and business of Guangzhou Tradelink

(Panyu) Software Development Limited for HK$60,000 and recorded a loss on disposal of

approximately HK$55,000. The disposal was made as we considered it cost effective to reduce our

IT team in Mainland China and to outsource the software programming and testing to service

providers in Mainland China. Accordingly, the assets and liabilities and business of the subsidiary

were sold to Top Global Technology Limited (an Independent Third Party) in Mainland China at a

negotiated consideration of HK$60,000 having considered the cost savings after the disposal and the

net book value of the assets disposed of. The assets of the subsidiary were mainly used personal

computers and office equipment.
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Taxation

For the year ended 31 December 2004, taxation amounted to approximately HK$20.6 million,

representing a decrease of approximately 13.4% as compared to taxation of approximately HK$23.8

million for the year ended 31 December 2003. The decrease was principally due to our lower profit

for the year ended 31 December 2004. Our effective tax rate, expressed as a taxation charge as a

percentage of profit before tax, was approximately 24.6% for the year ended 31 December 2004 and

approximately 19.6% for the year ended 31 December 2003. The increase in effective tax rate in

2004 was mainly attributable to the impairment loss of HK$40 million recognised which was not tax

deductible.

Profit attributable to the equity holders of the parent

As a result of the foregoing, in particular the impairment loss of HK$40 million in relation to

OnePort recognised in 2004, our profit attributable to the equity holders of the parent amounted to

approximately HK$63.0 million for the year ended 31 December 2004, representing a decrease of

approximately 35.5% as compared to profit attributable to the equity holders of the parent of

approximately HK$97.7 million for the year ended 31 December 2003. The decrease was mainly due

to the impairment of investment securities of approximately HK$40.0 million during the year ended

31 December 2004. Our net profit margin decreased to approximately 22.5% in 2004 from

approximately 31.7% in 2003.

Comparison between the results for the year ended 31 December 2003 and the year ended 31

December 2002

Turnover

For the year ended 31 December 2003, turnover amounted to approximately HK$308.5 million,

representing an increase of approximately 1.9% as compared to turnover of approximately HK$302.7

million for the year ended 31 December 2002. We were able to maintain our turnover level for the

year ended 31 December 2003 as we were still operating under the exclusive Government Franchise.

Interest income

For the year ended 31 December 2003, interest income amounted to approximately HK$4.0

million, representing a decrease of approximately 40.3% as compared to interest income of

approximately HK$6.7 million for the year ended 31 December 2002. In December 2002, we sold

US Government Treasury Bonds of approximately US$7 million (approximately HK$54.6 million)

and recognised interest income of approximately HK$2.8 million for the year ended 31 December

2002.

Staff costs

For the year ended 31 December 2003, staff costs amounted to approximately HK$87.2 million,

representing a decrease of approximately 10.7% as compared to staff costs of approximately

HK$97.7 million for the year ended 31 December 2002. Average number of staff decreased from 388

as at 31 December 2002 to 310 as at 31 December 2003. In 2002, we employed additional staff for

the development of our GETS Services in relation to EMAN and TTRS which were both launched in

2003.
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Depreciation

For the year ended 31 December 2003, depreciation amounted to approximately HK$40.8

million, representing an increase of approximately 2.5% as compared to depreciation of

approximately HK$39.8 million for the year ended 31 December 2002. The increase was

principally due to the purchases of fixed assets during 2002.

Impairment of investment securities

For the year ended 31 December 2003, impairment of investment securities amounted to

approximately HK$7.5 million, which was related to our investment in Systech On-line. There was

no impairment of investment securities during the year ended 31 December 2002.

Other operating expenses

For the year ended 31 December 2003, other operating expenses amounted to approximately

HK$51.2 million, representing a decrease of approximately 1.0% as compared to other operating

expenses of approximately HK$50.7 million for the year ended 31 December 2002.

Taxation

For the year ended 31 December 2003, taxation amounted to approximately HK$23.8 million,

representing an increase of approximately 6.7% as compared to taxation of approximately HK$22.3

million for the year ended 31 December 2002. Our effective tax rate, expressed as a taxation charge

as a percentage of profit before tax, was approximately 19.6% for the year ended 31 December 2003

and approximately 16.4% for the year ended 31 December 2002. The increase in effective tax rate in

2003 was mainly due to the impairment loss of HK$7.5 million and share of loss of associates of

approximately HK$4.3 million which were not tax deductible.

Profit attributable to the equity holders of the parent

As a result of the foregoing, in particular the effect of the reversal of provision for termination

costs and long service payments amounted to approximately HK$11.4 million in 2002, our profit

attributable to the equity holders of the parent amounted to approximately HK$97.7 million for the

year ended 31 December 2003, representing a decrease of approximately 14.4% as compared to

profit attributable to the equity holders of the parent of approximately HK$114.2 million for the year

ended 31 December 2002. Our net profit margin decreased to approximately 31.7% in 2003 from

approximately 37.7% in 2002.

PROPERTY INTERESTS

Property valuation

CB Richard Ellis, an independent property valuer, has valued our property interests as at 31

July 2005 and is of the opinion that the value of our property interests is an aggregate amount of

HK$43,000,000 as at 31 July 2005. The full text of the letter, summary of values and valuation

certificates with regard to such property interests are set forth in Appendix IV to this prospectus.
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A reconciliation of the property interests of the Group and the valuation of such property

interests as required under Rule 5.07 of the Listing Rules is set out below.

HK$’000

Market value of properties attributable to the Group as at 31 July 2005 as set

out in Appendix II to this prospectus 43,000

Less: Net book value of leasehold land as at 30 April 2005 (6,006)

Less: Net book value of building as at 30 April 2005 (33,111)

Revaluation surplus 3,883

Properties owned by our Group

As at 31 July 2005, we owned two floors at 11th Floor and 12th Floor, Regent Centre, Tower

B, No. 63, Wo Yi Hop Road, and No. 70 Ta Chuen Ping Street, Kwai Chung, New Territories. We

moved to these new office premises from our current offices at Kowloon Bay in September 2005.

Properties leased by our Group

As at 31 July 2005, we leased a total of four properties in Hong Kong, details as follows:

(1) Unit Nos. 1, 3, 5, 7–9, 11, 13–20, 82, 84, 86, 88, 89, 91, 93, 95, 97 and 99, 5/F, Hong

Kong International Trade and Exhibition Centre, No. 1 Trademart Drive, Kowloon Bay,

Kowloon;

(2) Unit Nos. 14 and 15, 4/F, Sino Industrial Plaza, No. 9 Kai Cheung Road, Kowloon Bay,

Kowloon;

(3) Unit Nos. 3 and 4, 19/F, No. 9 Chong Yip Street, Kowloon Bay, Kowloon;

(4) Room 2136, 21/F, One Grand Tower, No. 639 Nathan Road, Kowloon.

PROFIT FORECAST

The forecast of the consolidated profit tax for the year ending 31 December 2005 prepared by

our Directors is based on our audited financial statements for the four months ended 30 April 2005

and our unaudited management accounts for the four months ended 31 August 2005 and a forecast of

our results for the remaining four months ending 31 December 2005. The forecast has been prepared

on the basis of the accounting policies consistent in all material aspects with those currently adopted

by us as summarised in the Accountants’ Report, the text of which is set forth in Appendix I to the

prospectus and is based on the following principal assumptions:

(i) there will be no material changes in the existing laws or regulations, government policies

or political, legal (including changes in legislation or regulations or rules), fiscal or

economic conditions in Hong Kong or any of the countries in which we carry on business

or to which we export our products or from which we import or source our raw materials;
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(ii) there will be no material changes in the inflation, interest rates or exchange rates from

those prevailing as at the date of the prospectus; and

(iii) there will be no material change in the bases or rates of taxation or duties in Hong Kong

or any of the countries in which we operate or in which the Group Companies are

incorporated or registered.

Our Directors forecast that, in the absence of unforeseen circumstances and on the bases and

assumptions set forth above, our consolidated profit after taxation for the year ending 31 December

2005 will amount to not less than HK$85 million. Our Directors are not aware of any extraordinary

items which will arise during the year ending 31 December 2005.

On the basis of the above profit forecast and on the assumption that our Company had been

listed since 1 January 2005 and a total of 777,632,500 Shares were in issue as at 1 January 2005, the

forecast earnings per Share on a pro forma fully diluted basis will be HK10.93 cents, representing a

pro forma fully diluted price/earnings multiple of approximately 10.0 times and 11.8 times if the

Offer Price is HK$1.09 and HK$1.29, respectively.

On the basis of the above profit forecast and on the weighted average number of 729,698,253

Shares expected to be issued during the year ending 31 December 2005, the forecast earnings per

Share on a weighted average basis will be HK11.65 cents, representing a weighted average price/

earnings multiple of approximately 9.4 times and 11.1 times if the Offer Price is HK$1.09 and

HK$1.29, respectively.

For the year ending 31 December 2005, the expense for share options is expected to be

approximately HK$39,000.

The text of the letters from our auditors and reporting accountants, KPMG, and from the

Sponsor about the profit forecast are set forth in Appendix III to this prospectus.

DIVIDEND POLICY AND PAST DIVIDENDS

In each of the three years ended 31 December 2004 and the four months ended 30 April 2005,

we declared and paid dividends of approximately HK$30.2 million, HK$77.7 million, HK$49.8

million and nil, respectively. Prior to the Listing but after the Track Record Period, we further

declared and paid an interim dividend of HK$63.3 million for the eight months ended 31 August

2005 and a special dividend of HK$31.1 million. Save as disclosed herein, no other dividend was

declared by any member of our Group since the commencement of the Track Record Period. The

dividend distribution record during the Track Record Period should not be used as a reference or

basis to determine the level of dividends that may be declared or paid by us in the future.

Following the Listing, our Shareholders will be entitled to receive dividends declared by us.

We intend to pay dividends by way of interim and final dividends. Our Directors may declare and

recommend a final dividend in respect of the remaining period of 2005 from 1 September to 31

December 2005 at their discretion. Our Directors currently intend to declare and recommend

dividends amounting in total to not less than 80% of our distributable profit in respect of the

remaining period 2005 from 1 September to 31 December 2005 and in respect of the whole year

ending 31 December 2006 respectively; and generally not less than 60% of our distributable profit

thereafter. The payment and amount of any dividends will be at the discretion of our Directors and
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will depend upon our earnings, financial conditions, cash requirements and availability, and other

factors. There is no assurance as to whether the dividend distribution will occur as intended, the

amount of dividend payment or the timing of such payment.

WORKING CAPITAL

Our Directors are of the opinion that, taking into consideration the financial resources available

to us including internally generated funds and the estimated net proceeds from the New Issue, we

have sufficient working capital for our present requirements, that is for at least the 12 months

following the date of this prospectus.

DISTRIBUTABLE RESERVES

As at 30 April 2005, being the date to which our latest audited financial statements were made

up, there were retained earnings of approximately HK$63.1 million available for distribution to

shareholders of our Group.

UNAUDITED PRO FORMA ADJUSTED NET TANGIBLE ASSETS

The following statement of unaudited pro forma adjusted net tangible assets of the Group is

based on our audited consolidated net assets as at 30 April 2005, as shown in the Accountants’

Report, the text of which is set forth in Appendix I to this prospectus and adjusted as follows:

Audited

consolidated net

assets of our

Group as at

30 April 2005

Estimated net

proceeds from

the New Issue

Unaudited pro

forma adjusted

net tangible

assets

Unaudited pro

forma adjusted

net tangible

assets per

Share

(HK$’000) (HK$’000)
(Note 1)

(HK$’000)
(Note 2) (Notes 2, 3)

Based on an Offer Price of HK$1.09 per
Share 277,016 48,000 325,016 42 cents

Based on an Offer Price of HK$1.29 per
Share 277,016 59,000 336,016 43 cents

Notes:

1. Estimated net proceeds from the New Issue is based on the Offer Price of HK$1.09 and HK$1.29 per Share

respectively, after deducting the underwriting fees and other related expenses payable by the Company.

2. On 10 October 2005, we declared an interim dividend of approximately HK$63.3 million for the eight months

ended 31 August 2005 and a special dividend of approximately HK$31.1 million. Such dividends have not been

adjusted in the unaudited pro forma adjusted net tangible assets and unaudited pro forma adjusted not tangible

assets per Share.

3. The calculation of the unaudited pro forma adjusted net asset value per Share is based on 777,632,500 Shares

expected to be in issue immediately following the Share Offer but takes no account of any Shares which may fall

to be issued pursuant to the exercise of options which have been granted under the Pre-IPO Share Option Scheme

or which may be granted under the Share Option Scheme or of any Shares which may be issued or repurchased

by the Company pursuant to the general mandates referred to in the paragraphs headed ‘‘Resolutions of our

Shareholders’’ in the section headed ‘‘Further information about our Company’’ in Appendix VI to this

prospectus.

4. The revaluation surplus amounting to approximately HK$3.9 million of the Group’s property as at 31 July 2005

will not be incorporated in the financial statements of the Group for the year ending 31 December 2005. It is the

Group’s accounting policy to state its property at cost less accumulated depreciation and any impairment loss in
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accordance with Hong Kong Accounting Standards 16 and 17, rather than at revalued amounts. Had the

revaluation surplus been incorporated in the Group’s financial statements, the increase in the depreciation charge

for the year ending 31 December 2005 would amount to approximately HK$203,000.

NO MATERIAL ADVERSE CHANGE

Our Directors confirm that there has been no material adverse change in the financial or

trading position or prospects of our Group since 30 April 2005, the date on which our latest audited

consolidated financial statements were made up.
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INTERNATIONAL UNDERWRITERS

DBS Asia

Daiwa Securities SMBC Hong Kong Limited

BCOM Securities Company Limited

CIMB-GK Securities (HK) Limited

Sun Hung Kai International Limited

HONG KONG UNDERWRITERS

DBS Asia

Daiwa Securities SMBC Hong Kong Limited

BCOM Securities Company Limited

CIMB-GK Securities (HK) Limited

Sun Hung Kai International Limited

UNDERWRITING ARRANGEMENTS AND EXPENSES

Underwriting Agreement

Pursuant to the Underwriting Agreement, we, together with the Vendor, are offering the Offer

Shares at the Offer Price for subscription and purchase (as the case may be) subject to the terms and

conditions set forth in this prospectus and, in the case of the Hong Kong Public Offer, the

application forms.

In addition, the Vendor has granted the Over-allotment Option to DBS Asia exercisable by

DBS Asia on behalf of the International Underwriters from time to time during the period beginning

on the Listing Date and ending on the 30th day after the last day for lodging applications under the

Hong Kong Public Offer, to require the Vendor to sell up to 34,992,000 additional Shares,

representing 15% of the Shares initially available under the Share Offer, on the same terms as those

applicable to the International Placing to cover over-allocations in the International Placing and/or

the obligations of DBS Asia to return the Shares borrowed under the Stock Borrowing Agreement.

Subject to, among other things, the Listing Committee of the Stock Exchange granting the

listing of, and permission to deal in, our Shares in issue and to be issued as mentioned in this

prospectus on or before 17 November 2005, (i) the International Underwriters have severally (and

not jointly or jointly and severally) agreed, subject to the terms and conditions of the Underwriting

Agreement, to procure placees to subscribe for or purchase (as the case may be), or failing which

themselves to subscribe for or purchase (as the case may be), the International Placing Shares; and

(ii) the Hong Kong Underwriters have severally (and not jointly or jointly and severally) agreed,

subject to the terms and conditions of the Underwriting Agreement, to subscribe for or purchase (as

the case may be), or to procure subscribers for or purchasers of (as the case may be), on the terms

and conditions of this prospectus and the application forms, their respective applicable proportions

of the Hong Kong Offer Shares which are not taken up under the Hong Kong Public Offer.
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Grounds for termination

The respective obligations of the Underwriters to subscribe for or purchase or procure

subscribers or purchasers for the Offer Shares are subject to termination after consultation with us

and the Vendor to the extent possible. DBS Asia (on behalf of the Underwriters) shall be entitled to

terminate the Underwriting Agreement by giving written notice to us and the Vendor upon the

occurrence of any of the following events at any time prior to 8 : 00 a.m. (Hong Kong time) on the

Listing Date (which is expected to be on 28 October 2005):

(a) there comes to the notice of any of DBS Asia and the other Underwriters that:

(i) any statement contained in this prospectus or the application forms relating thereto

or the documents for the Share Offer was when such document was issued, or has

since become, untrue, incorrect or misleading in any material respect in the context

of the Share Offer; or

(ii) any of the representations, warranties and undertakings contained in the

Underwriting Agreement is untrue or inaccurate in any respect which is material

in the context of the Share Offer; or

(iii) any material obligation or undertaking expressed to be assumed by or imposed on

the Company or FSI under the Underwriting Agreement has not been complied with

or observed by any of them in any respect; or

(iv) matters have occurred or have been discovered after the execution of the

Underwriting Agreement which were not disclosed in this prospectus in an

appropriate manner and if this prospectus were to be issued immediately after

occurrence or discovery of such matters, such non-disclosure would have constituted

a material omission from this prospectus; or

(b) there shall develop, occur, exist or come into effect on or after the date of the

Underwriting Agreement:

(i) any new law or regulation or any change in existing laws or regulations of any

nature whatsoever of Hong Kong or of any relevant jurisdiction in which the Offer

Shares are sold or any change in the interpretation or application thereof by any

court or other competent authority of Hong Kong or of any relevant jurisdiction in

which the Offer Shares are sold; or

(ii) any change in local, national, or international financial, political, military, industrial,

fiscal or economic conditions or prospects; or

(iii) any change in the conditions of the local, national or international securities or

commodities markets (or in conditions affecting a sector only of such market); or

(iv) the imposition of any moratorium, suspension or material restriction on trading in

securities generally on the Stock Exchange occurring due to exceptional financial

circumstances or otherwise; or
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(v) a change or development involving a change in taxation or exchange control (or the

implementation of exchange control) in Hong Kong or other relevant jurisdictions in

which the Group operates; or

(vi) any event, or series of events, beyond the reasonable control of the Underwriters,

including, without limitation, acts of government, strikes, lock-outs, fire, explosion,

flooding, civil commotion, acts of war, acts of God, acts of terrorism, accident,

interruption or delay in transportation, economic sanctions, public disorder, riot and

epidemic; or

(vii) any litigation or claim brought by any third party against any member of the Group

which will or is reasonable likely to result in the Group incurring liability that is

material to the Group as a whole; or

(viii) the imposition of economic sanctions relating to the business of the Group, in

whatever form, directly or indirectly, by, or for the US or by the EU (or any member

thereof) on Hong Kong; or

(ix) a petition is presented for the winding-up or liquidation of any member of the Group

or any member of the Group makes any composition or arrangement with its

creditors or enters into a scheme of arrangement or any resolution is passed for the

winding-up of any member of the Group or a provisional liquidator, receiver or

manager is appointed over all or part of the assets or undertaking of any member of

the Group or anything analogous thereto occurs in respect of any member of the

Group,

and which, in each case (namely any of the events mentioned in (a) or (b) above), remains

subsisting on the date of the written notice of DBS Asia to terminate the Underwriting

Agreement and in the reasonable judgment of DBS Asia (for itself and on behalf of the

other Underwriters):

(aa) is or will or is likely to be materially adverse to the business or financial condition

or prospects of the Group (taken as a whole); or

(bb) has or will have or is likely to materially and adversely prejudice the successful

completion of the International Placing and/or the Hong Kong Public Offer; or

(cc) makes it impractical for DBS Asia to proceed with the International Placing and/or

the Hong Kong Public Offer or the delivery of the Offer Shares on the terms and in

the manner contemplated by the documents for the Hong Kong Public Offer and the

International Placing (where applicable).

Commission and expenses

The Underwriters will receive an underwriting commission of 2.5% of the aggregate Offer

Price payable for the Offer Shares, out of which they will pay any sub-underwriting commission, and

the Sponsor will also receive a financial advisory fee and other fees. Such fees, together with the

underwriting commission, listing fees, legal and other professional fees, printing and other fees and

expenses relating to the Share Offer, are estimated to be approximately HK$15.6 million in

aggregate (assuming an Offer Price of HK$1.19 per Share, being the mid-point of the stated price

range of the Offer Price of between HK$1.09 and HK$1.29 per Share). The Vendor will pay for the
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underwriting commissions, trading fee, transaction levy and investor compensation levy relating to

the Sale Shares which are payable by the seller’s side as agreed in the Underwriting Agreement and

which are estimated to be approximately HK$5.2 million in aggregate (assuming the Over-allotment

Option is not exercised and assuming the above Offer Price), and we will pay for the underwriting

commission, trading fee, transaction levy and investor compensation levy relating to the New Shares

and all other listing expenses and fees which are estimated to be approximately HK$10 million in

aggregate (assuming the above Offer Price). The Vendor will also pay stamp duty in respect of the

sale and transfer of the Sale Shares.

Undertakings

The Company has undertaken to the Underwriters that it will not, except pursuant to the Share

Offer, the grant of options pursuant to the Share Option Scheme, the exercise of the options to be

granted under the Share Option Scheme and save as mentioned in this prospectus or with the prior

written consent of DBS Asia (on behalf of the Underwriters) and in compliance with the Listing

Rules and other applicable legal or regulatory requirements, offer, allot or issue, or agree to allot or

issue, grant or agree to grant any option, right or warrant over, either directly or indirectly,

conditionally or unconditionally, any Shares or any securities convertible into or exchangeable for

equity securities of the Company (whether or not of a class already listed) or enter into any swap or

other arrangement that transfers to another, in whole or in part, any of the economic consequences

of subscription or ownership of Shares or such securities, whether any of the foregoing transactions

is to be settled by delivery of Shares or such securities, in cash or otherwise or announce any

intention to do so within six months from the Listing Date.

The Vendor has undertaken to the Underwriters that it will not, in a period commencing on the

date by reference to which disclosure of its shareholding in the Company is made in this prospectus

and ending on a date which is six months from the Listing Date, except pursuant to the Share Offer,

the exercise of the Over-allotment Option or the Stock Borrowing Agreement, (1) dispose of; (2) or

enter into any agreements to dispose of; (3) or create any options, rights, interests or encumbrances

over; (4) or otherwise offer, or agree to grant any option, right or warrant over, either directly or

indirectly, conditionally or unconditionally; (5) or create any securities convertible into or

exchangeable for, or enter into any swap or other arrangement that transfers to another, in whole

or in part, any of the economic consequences of ownership, whether any of the foregoing

transactions is to be settled by delivery of Shares or such securities, in cash or otherwise; (6) or

announce any intention to do so, in respect of any of the Shares beneficially owned by it. The

Vendor has also undertaken to the Underwriters that it will comply with all restrictions and

requirements under the Listing Rules (as may be amended from time to time) to the extent they are

applicable to the Vendor on the disposal by it or by the registered holder of any Shares or other

securities of the Company in respect of which it is, or is shown by this prospectus to be, the

beneficial owner.

The Vendor has also undertaken to the Company and the Stock Exchange that, within the

period commencing on the date by reference to which disclosure of the Vendor’s shareholding is

made in this prospectus and ending on the date which is 12 months from the Listing Date, it will: (i)

if it or the Government pledges or charges any Shares beneficially owned by it in favour of an

authorised institution pursuant to Note (2) to Rule 10.07(2) of the Listing Rules, immediately inform

the Company of such pledge or charge together with the number of Shares so pledged or charged;

and (ii) if it receives indications, either verbal or written, from the pledgee or chargee that any of

the pledged or charged Shares will be disposed of, immediately inform the Company of such

indications.
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Each of the other Founding Shareholders, other than China Resources (Holdings) Company

Limited, has undertaken to the Company that it will not dispose of any of the Shares held by it

within six months of the Listing Date. These undertakings are in similar terms to the undertaking

given by the Vendor to the Underwriters and the Company as summarised above.

SPONSOR’S AND UNDERWRITERS’ INTERESTS IN THE COMPANY

The Sponsor received a financial advisory fee and other fees from the Company. The

Underwriters will receive an underwriting commission of 2.5% of the aggregate Offer Price payable

for the Offer Shares. Particulars of the commission and expenses are set forth under ‘‘Commission

and expenses’’ above. The Sponsor will also be appointed by the Company as its compliance adviser

pursuant to Rule 3A.19 of the Listing Rules, for which the Sponsor will receive an advisory fee.

Save as disclosed above, none of the Sponsor and the Underwriters (a) is interested legally or

beneficially in any shares of any members of our Group or has any right or option (whether legally

enforceable or not) to subscribe for or purchase or nominate persons to subscribe for or purchase

securities in any members of our Group or (b) has any interest in the Share Offer.

Our Directors will ensure that a minimum of 25% of our total issued share capital will be in

public hands after completion of the Share Offer, in accordance with Rule 8.08 of the Listing Rules.

UNDERWRITING

— 135 —



THE SHARE OFFER

The Share Offer comprises the Hong Kong Public Offer and the International Placing.

Assuming the Over-allotment Option is not exercised, the total number of Offer Shares under the

Hong Kong Public Offer and the International Placing is 233,280,000 Shares. 5,832,000 New Shares

offered by us, and 17,496,000 Sale Shares offered by the Vendor, together representing 10% of the

total number of Shares initially available under the Share Offer, will initially be offered for

subscription or purchase (as the case may be) under the Hong Kong Public Offer. 52,488,000 New

Shares offered by us and 157,464,000 Sale Shares offered by the Vendor, together representing 90%

of the total number of Shares initially available under the Share Offer, will be offered for

subscription or purchase (as the case may be) under the International Placing.

Investors may apply for Shares under the Hong Kong Public Offer or indicate an interest for

Shares under the International Placing, but may not do both. The Hong Kong Public Offer is open to

members of the public in Hong Kong as well as to institutional and professional investors. The

International Placing will involve selective marketing by the Placing Underwriters of Shares to

professional and institutional investors and other private investors in Hong Kong and elsewhere.

Professional and institutional investors and other private investors generally include brokers, dealers,

companies (including fund managers) whose ordinary business involves dealing in shares and other

securities and corporate entities which regularly invest in shares and other securities.

Assuming the Over-allotment Option is not exercised, the Offer Shares will represent

approximately 30% of our enlarged issued share capital immediately after completion of the Share

Offer. If the Over-allotment Option is exercised in full, the Offer Shares comprised in the Share

Offer will represent approximately 34.5% of our enlarged issued share capital immediately after the

completion of the Share Offer and the Over-allotment Option.

The Hong Kong Public Offer is fully underwritten by the Hong Kong Underwriters and the

International Placing is fully underwritten by the International Underwriters, in each case, on a

several basis, and each being subject to the conditions set out in the section headed ‘‘Underwriting’’

in this prospectus.

OFFER PRICE AND PRICE PAYABLE ON APPLICATION

The Offer Price will not be more than HK$1.29 per Share and is expected to be not less than

HK$1.09 per Share. Based on the maximum Offer Price of HK$1.29 per Share, plus brokerage of

1%, a SFC transaction levy of 0.005%, an investor compensation levy of 0.002% and a Stock

Exchange trading fee of 0.005%, one board lot of 2,000 Offer Shares will amount to a total of

HK$2,606.11, payable by an investor for the Offer Shares (whether they be the Hong Kong Offer

Shares or the International Placing Shares). Stamp duty payable on the sale and purchase of the Sale

Shares in the Share Offer (in both the Hong Kong Public Offer and the International Placing) shall

be borne by the Vendor.

The Offer Price is expected to be determined by ourselves, the Vendor and DBS Asia (on

behalf of the Underwriters) on or about 21 October 2005, or such later date as may be agreed by

ourselves, the Vendor and DBS Asia (on behalf of the Underwriters) but in any event no later than

6 : 00 p.m. on 26 October 2005.

If, based on the level of interest expressed by prospective professional and institutional

investors during the book-building process, DBS Asia (on behalf of the Underwriters, and with the

consent of us and the Vendor) thinks it appropriate (for instance, if the level of interest is below the
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indicative Offer Price range), the indicative Offer Price range may be reduced below that stated in

this prospectus at any time prior to the morning of the latest day for lodging applications under the

Hong Kong Public Offer. In such case, we will, as soon as practicable following the decision to

make such reduction, and in any event not later than the morning of the last day for lodging

applications under the Hong Kong Public Offer, cause there to be published in the South China

Morning Post (in English) and the Hong Kong Economic Times (in Chinese) notice of the reduction

of the indicative Offer Price range. Such notice will also include any financial information which

may change as a result of any such reduction. If applications for Hong Kong Offer Shares have been

submitted prior to the day which is the last day for lodging applications under the Hong Kong Public

Offer, then even if the Offer Price is so reduced, such applications cannot be subsequently

withdrawn. If the final Offer Price is less than the indicative maximum Offer Price, arrangements

will be made to refund any excess amount to investors, without interest.

CONDITIONS OF THE SHARE OFFER

Acceptance of all applications for the Offer Shares is conditional upon:

(a) Listing

the Listing Committee of the Stock Exchange granting the listing of, and permission to

deal in, the Shares in issue and to be issued as mentioned in this prospectus, including any

options which have been granted under the Pre-IPO Share Option Scheme and which may be

granted under the Share Option Scheme; and

(b) Underwriting Agreement

the obligations of the Underwriters under the Underwriting Agreement becoming

unconditional, including, if relevant, as a result of the waiver of any conditions by DBS

Asia (on behalf of the Underwriters), and the Underwriting Agreement not being terminated in

accordance with its terms or otherwise; and

(c) Determination of the Offer Price

an agreement between us, the Vendor and DBS Asia (on behalf of the Underwriters) on

the Offer Price having been reached on or before the Price Determination Date,

in each case, on or before the dates and times specified in the Underwriting Agreement, unless and

to the extent such conditions are validly waived on or before such dates and times, and in any event

not later than 17 November 2005, being the date which is 30 days after the date of this prospectus.

In the event that the Share Offer does not become unconditional, the Share Offer will lapse and

a press announcement will be made by us as soon as possible. Details of the Underwriting

Agreement and its conditions and grounds for termination are set out in the section headed

‘‘Underwriting’’ in this prospectus.

If any of these conditions are not fulfilled, or where applicable, waived by DBS Asia (on

behalf of the Underwriters), on or before 17 November 2005 (or in the case of the condition

mentioned in (c) above, if it is not fulfilled by 6 : 00 p.m. on 26 October 2005), all application

monies will be returned, to the applicants as soon as possible WITHOUT INTEREST. The terms on

which such monies will be returned are set out under the paragraphs headed ‘‘Refund of your
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application monies’’ on the application forms. In the meantime, application monies will be held in

one or more separate bank accounts with the receiving banker or other licensed bank or banks in

Hong Kong licensed under the Banking Ordinance (Chapter 155 of the Laws of Hong Kong).

PREFERENCE TO FULL-TIME EMPLOYEES

Up to 2,332,000 Hong Kong Offer Shares, to comprise exclusively of New Shares, representing

approximately 10% of the Shares initially being offered under the Hong Kong Public Offer, are

available for subscription on a preferential basis by our full-time employees and those of our

subsidiaries, excluding our Directors and those of our subsidiaries, our chief executive and those of

our subsidiaries, existing beneficial owners of the Shares and their respective associates. In the event

of excess valid applications on PINK application forms, the 2,332,000 Shares initially available to

applicants on PINK application forms will be allocated to such applicants on a pro-rata basis in

proportion (as nearly as possible without involving portions of a board lot) to the number of Shares

available to PINK application form applicants, or balloted if there are insufficient Shares, available

to PINK application form applicants, to be pro-rated. The preference will be given to employees

applying for larger numbers of the Shares. If balloting is conducted, some employees may be

allocated more Shares than others who have applied for the same number of Shares. The allocation

in any event will be on such basis as is considered fair and reasonable in the opinion of our

Directors and will not be based on the seniority or length of service of the employees who have

applied for the Shares.

Any application on a PINK application form for more than the total number of Hong Kong

Offer Shares available under the PINK application forms, being 2,332,000 Hong Kong Offer Shares,

will be rejected.

OFFER MECHANISM — BASIS OF ALLOCATION OF THE OFFER SHARES

The Hong Kong Public Offer

For allocation purposes only, the total number of Hong Kong Offer Shares initially available

for subscription and purchase (as the case may be) under the Hong Kong Public Offer (taking into

account any adjustment of Offer Shares between the International Placing and the Hong Kong Public

Offer referred to below), other than those Hong Kong Offer Shares which have been validly applied

and paid for by our full-time employees using PINK application forms, will be divided equally into

two pools: pool A and pool B. Subject to the employees’ full subscription of 2,332,000 Hong Kong

Offer Shares using PINK application forms, pool A will consist of not less than 10,498,000 Hong

Kong Offer Shares and will be allocated on an equitable basis to successful applicants who have

applied for Hong Kong Offer Shares with a total subscription amount (excluding SFC transaction

levy, investor compensation levy imposed by SFC, Stock Exchange trading fee and brokerage

payable thereon) of HK$5 million or less; pool B will consist of not less than 10,498,000 Hong

Kong Offer Shares and will be allocated on an equitable basis to successful applicants who have

applied for Hong Kong Offer Shares with a total subscription amount (excluding SFC transaction

levy, investor compensation levy imposed by SFC, Stock Exchange trading fee and brokerage

payable thereon) of more than HK$5 million and up to the total value of pool B. Applicants should

be aware that applications within the same pool, and as well as between different pools, are likely to

receive different allocation ratios. Where one of the pools is under-subscribed and the other pool is

over-subscribed, the surplus Hong Kong Offer Shares from the under-subscribed pool will be

transferred to the other pool to satisfy excess demand in the over-subscribed pool and be allocated

accordingly. Applicants can only apply to receive an allocation of Hong Kong Offer Shares in either

pool A or pool B but not from both pools. No applications will be accepted from investors applying
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for more than the total number of Hong Kong Offer Shares originally allocated to each pool.

Multiple applications or suspected multiple applications within either pool or between pools will be

rejected.

Each applicant under the Hong Kong Public Offer will be required to give an undertaking and

confirmation in the application form submitted by it that it and any person(s) for whose benefit it is

making the application will not receive any International Placing Shares under the International

Placing, has not indicated and will not indicate an interest for any International Placing Shares under

the International Placing, and its application is liable to be rejected if the said undertaking and/or

confirmation is breached and/or untrue, as the case may be. We, the Vendor, and DBS Asia have full

discretion to reject or accept any application, or to accept only part of any application.

Allocation of the Hong Kong Offer Shares, including any Offer Shares which may be

reallocated from the International Placing, under the Hong Kong Public Offer will be based solely

on the level of valid applications received under the Hong Kong Public Offer. If there is over-

subscription under the Hong Kong Public Offer, the basis of allocation may vary depending on the

number of Hong Kong Offer Shares validly applied for by each applicant. The allocation of the

Hong Kong Offer Shares may involve balloting, which would mean that some applicants may be

allotted more Hong Kong Offer Shares in such circumstances than others who have applied for the

same number of the Hong Kong Offer Shares, and those applicants who are not successful in the

ballot may not receive any Hong Kong Offer Shares.

The International Placing

Allocation of the International Placing Shares will be based on a number of factors, including

the level and timing of demand and whether or not it is expected that the potential investors are

likely to buy further Shares, or hold or sell their Shares, after the Listing. Such allocation is

intended to result in a distribution of the International Placing Shares which would lead to the

establishment of a solid professional and institutional shareholder base to the benefit of the

Company and our Shareholders as a whole. Investors who have been allocated any International

Placing Shares under the International Placing will not be allocated any Hong Kong Offer Shares

under the Hong Kong Public Offer. Similarly, investors who have been allocated any Hong Kong

Offer Shares under the Hong Kong Public Offer will not be allocated any International Placing

Shares under the International Placing. In addition, our Directors and DBS Asia will, after taking

into account the applications under the Hong Kong Public Offer, use their best endeavours to

observe the minimum public float and minimum spread requirements under the Listing Rules when

making allocations of the International Placing Shares to investors who are anticipated to have a

sizeable demand for such Shares.

Over-subscription

The allocation of the Offer Shares between the Hong Kong Public Offer and the International

Placing is subject to adjustment. If the number of Shares validly applied for under the Hong Kong

Public Offer represents 15 times or more but less than 50 times the number of Shares initially

available for subscription or purchase (as the case may be) under the Hong Kong Public Offer, then

Shares will be reallocated to the Hong Kong Public Offer from the International Placing, so that the

total number of Shares available under the Hong Kong Public Offer will increase to not less than

69,984,000 Shares (representing not less than 30% of the total number of the Offer Shares available

under the Share Offer, assuming the Over-allotment Option is not exercised). If the number of

Shares validly applied for under the Hong Kong Public Offer represents 50 times or more but less

than 100 times the number of Shares initially available for subscription or purchase (as the case may
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be) under the Hong Kong Public Offer, then the number of Shares to be reallocated to the Hong

Kong Public Offer from the International Placing will be increased so that the total number of

Shares available under the Hong Kong Public Offer will increase to not less than 93,312,000 Shares

(representing not less than 40% of the total number of Offer Shares available under the Share Offer,

assuming the Over-allotment Option is not exercised at all). If the number of Shares validly applied

for under the Hong Kong Public Offer represents 100 times or more the number of Shares initially

available for subscription or purchase (as the case may be) under the Hong Kong Public Offer, then

the number of Shares to be reallocated to the Hong Kong Public Offer from the International Placing

will be increased so that the total number of Shares available under the Hong Kong Public Offer will

increase to not less than 116,640,000 Shares (representing not less than 50% of the total number of

the Offer Shares available under the Share Offer, assuming the Over-allotment Option is not

exercised). In each such case, the additional Shares reallocated to the Hong Kong Public Offer will

be allocated equally between pool A and pool B and the number of Shares allocated to the

International Placing will be correspondingly reduced. The International Placing Shares to be

reallocated from the International Placing to the Hong Kong Public Offer may comprise New Shares

offered by us and/or Sale Shares offered by the Vendor.

Under-subscription

If the Hong Kong Public Offer is not fully taken up, DBS Asia, on behalf of the Hong Kong

Underwriters, has the authority to reallocate all or any untaken Hong Kong Offer Shares originally

included in the Hong Kong Public Offer to the International Placing, in such number as it deems

appropriate provided that there is sufficient demand under the International Placing to take up such

reallocated Shares. The Hong Kong Offer Shares to be reallocated from the Hong Kong Public Offer

to the International Placing may comprise New Shares to be offered by us and/or the Sale Shares to

be offered by the Vendor. If the International Placing is not fully taken up, DBS Asia, on behalf of

the International Underwriters, has the authority to reallocate all or any untaken International

Placing Shares originally included in the International Placing to the Hong Kong Public Offer, in

such number as it deems appropriate provided that there is sufficient demand under the Hong Kong

Public Offer to take up such reallocated Shares. The International Placing Shares to be reallocated

from the International Placing to the Hong Kong Public Offer may comprise New Shares to be

offered by us and/or the Sale Shares to be offered by the Vendor. Details of any reallocation of

Shares between the Hong Kong Public Offer and the International Placing will be disclosed in the

results announcement, which is expected to be made on or about 27 October 2005.

OVER-ALLOTMENT AND STABILISATION

Over-allotment Option

Under the Underwriting Agreement, the Vendor has granted to DBS Asia the right but not the

obligation to exercise the Over-allotment Option, exercisable by DBS Asia on behalf of the

International Underwriters from time to time during the period beginning on the Listing Date and

ending on the 30th day after the last day for the lodging of applications under the Hong Kong Public

Offer. Under the Over-allotment Option, DBS Asia will have the right to require the Vendor to offer

for sale up to 34,992,000 additional Sale Shares, representing 15% of the number of Shares initially

available under the Share Offer, solely for the purpose of covering over-allocations in the

International Placing, if any, and/or the obligations of DBS Asia to return the Shares borrowed under

the Stock Borrowing Agreement (if any). These Shares will be sold at the Offer Price. In connection

with the Share Offer, DBS Asia may, at its option, also cover any over-allocations by, among other

means, the purchase of Shares in the secondary market, or by a combination of purchases in the

secondary market and exercise of the Over-allotment Option. Any such secondary market purchases
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will be made at prices not higher than the issue price of the Offer Shares and in compliance with all

applicable laws, rules and regulations. The maximum number of Shares that may be over-allocated

in the International Placing shall not exceed the number of Shares that may be offered for sale under

the Over-allotment Option.

If the Over-allotment Option is exercised in full, the Offer Shares comprised in the Share Offer

will represent approximately 34.5% of the enlarged issued share capital of us immediately after

completion of the Share Offer and the exercise of the Over-allotment Option. In the event that the

Over-allotment Option is exercised, an announcement will be made in English in the South China

Morning Post and in Chinese in the Hong Kong Economic Times.

Stabilisation action

In connection with the Share Offer, DBS Asia, or any person acting for it, may over-allocate or

effect transactions with a view to supporting the market price of the Shares at a level higher than

that which might otherwise prevail for a limited period after the Listing Date. Such transactions, if

commenced, may be discontinued at any time. DBS Asia will, for its own account, act as stabilising

manager for the purpose of the Share Offer in accordance with the Securities and Futures (Price

Stabilising) Rules made under the SFO and, should stabilising transactions be effected in connection

with the Share Offer, this will be at the absolute discretion of DBS Asia and will be effected in

accordance with the laws, rules and regulations in place in Hong Kong on stabilisation.

Following any over-allocation of Shares in connection with the International Placing, DBS Asia

or any person acting for it may cover such over-allocation by (among other methods) making

purchases in the secondary market or exercising the Over-allotment Option. Any such purchases will

be made in compliance with all applicable rules and regulatory requirements including the Securities

and Futures (Price Stabilising) Rules made under the SFO. The number of Shares which can be over-

allocated will not exceed the number of Shares which may be issued upon exercise of the Over-

allotment Option, being 34,992,000 additional Sale Shares representing 15% of the Shares initially

available under the Share Offer.

In order to facilitate settlement of over-allocations in connection with the International Placing,

a Stock Borrowing Agreement has been entered into between the Vendor and DBS Asia. Under the

Stock Borrowing Agreement, the Vendor has agreed with DBS Asia that, if requested by DBS Asia,

the Vendor will, subject to the terms of the Stock Borrowing Agreement, make available to DBS

Asia up to 34,992,000 Shares held by it, by way of stock lending, in order to cover over-allocations

in connection with the International Placing.

For the purposes of these stock borrowing arrangements, DBS Asia has applied on behalf of the

Vendor to the Stock Exchange for a waiver from strict compliance with Rule 10.07(1)(a) of the

Listing Rules which otherwise restricts the disposal of Shares by controlling shareholders following

a new listing. The waiver is granted subject to the condition that:

(a) the stock borrowing arrangements with the Vendor under the Stock Borrowing Agreement

entered into with DBS Asia may only be effected by DBS Asia for the settlement of over-

allocations in connection with the International Placing;

(b) the maximum number of Shares borrowed from the Vendor will be limited to the

maximum number of Shares which may be issued upon the full exercise of the Over-

allotment Option;
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(c) the same number of Shares borrowed from the Vendor must be returned to it or its

nominees (as the case may be) no later than three business days following the earlier of

(i) the last day for exercising the Over-allotment Option; or (ii) the date on which the

Over-allotment Option is exercised in full; and

(d) the Vendor will not receive any payment or benefit in respect of such stock borrowing

arrangements and the stock borrowing arrangements entered into will be conducted in

accordance with all applicable laws and regulatory requirements.

The possible stabilising action which may be taken by DBS Asia in connection with the Share

Offer may involve (among other things) (i) over-allocation of Shares, (ii) purchases of Shares, (iii)

establishing, hedging and liquidating positions in Shares, (iv) exercising the Over-allotment Option

in whole or in part and/or (v) offering or attempting to do any of the foregoing.

Specifically, prospective applicants for and investors in Offer Shares should note that:

. DBS Asia may, in connection with any stabilising action, maintain a long position in the

shares;

. there is no certainty regarding the extent to which and the time period for which DBS

Asia will maintain such a position;

. liquidation of any such long position by DBS Asia may have an adverse impact on the

market price of the Shares;

. no stabilising action can be taken to support the price of the Shares for longer than the

stabilising period which will begin on the Listing Date following the announcement of the

Offer Price and is expected to expire on the 30th day after the date being the latest date

for lodging applications under the Hong Kong Public Offer. After this date, when no

further action may be taken to support the price of the Shares, demand for the Shares, and

therefore the price of the Shares, could fall;

. the price of any security in the Company (including the Shares) cannot be assured to stay

at or above its Offer Price by the taking of any stabilising action; and

. stabilising bids may be made or transactions effected in the course of the stabilising

action at any price at or below the Offer Price, which means that stabilising bids may be

made or transactions effected at a price below the price paid by applicants for, or

investors in, the Shares.
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1. WHICH APPLICATION FORM TO USE

Use a WHITE application form if you want the Hong Kong Offer Shares to be issued in your

own name.

Use a YELLOW application form if you want the Hong Kong Offer Shares to be issued in the

name of HKSCC Nominees Limited and deposited directly into CCASS for credit to your investor

participant stock account or your designated CCASS Participant’s stock account maintained in

CCASS.

Use a PINK application form if you are a full-time employee of us or any of our subsidiaries

and want your application to be given preferential consideration. Up to 2,332,000 Hong Kong Offer

Shares, comprising exclusively New Shares, representing approximately 10% of the Shares initially

available under the Hong Kong Public Offer, are available to our full-time employees in Hong Kong

on this basis.

Instead of using a YELLOW application form, you may electronically instruct HKSCC to

cause HKSCC Nominees to apply for Hong Kong Offer Shares on your behalf via CCASS. Any

Hong Kong Offer Share allocated to you will be registered in the name of HKSCC Nominees and

deposited directly into CCASS for credit to your CCASS Investor Participant stock account or your

designated CCASS Participant’s stock account.

Note: The Hong Kong Offer Shares are not available to our Directors or chief executive or the directors or chief

executive of any of our subsidiaries, existing beneficial owners of the Shares, or associates of any of them.

2. WHERE TO OBTAIN THE APPLICATION FORMS AND THE PROSPECTUS FOR THE

HONG KONG OFFER SHARES

You can obtain a WHITE application form and a prospectus from:

Any participant of the Stock Exchange

or

DBS Asia Capital Limited

22nd Floor, The Center

99 Queen’s Road Central

Hong Kong

Daiwa Securities SMBC Hong Kong Limited

Level 26, One Pacific Place

88 Queensway

Hong Kong

BCOM Securities Company Limited

3rd Floor, Far East Consortium Building

121 Des Voeux Road Central

Hong Kong

CIMB-GK Securities (HK) Limited

25th Floor, Central Tower

28 Queen’s Road Central

Hong Kong
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Sun Hung Kai International Limited

Level 12, One Pacific Place

88 Queensway

Hong Kong

or any of the following branches of Standard Chartered Bank (Hong Kong) Limited:

District Branch Address

Hong Kong

Island

Des Voeux Road Branch 4–4A, Des Voeux Road Central, Central

88 Des Voeux Road Branch 88 Des Voeux Road Central, Central

Central Branch Shop no. 16, G/F and Lower G/F, New World

Tower, 16–18 Queen’s Road Central

Hennessy Road Branch 399 Hennessy Road, Wanchai

Leighton Centre Branch Shop 12–16, UG/F, Leighton Centre,

77 Leighton Road, Causeway Bay

Quarry Bay Branch G/F, Westlands Gardens, 1027 King’s Road,

Quarry Bay

Kowloon Mongkok Branch Shop B, G/F, 1/F & 2/F, 617–623 Nathan

Road, Mongkok

Tsimshatsui Branch G/F, 10 Granville Road, Tsimshatsui

Cheung Sha Wan Branch 828 Cheung Sha Wan Road, Cheung Sha Wan

Kwun Tong Branch 88–90 Fu Yan Street, Kwun Tong

New Territories Tsuen Wan Branch Shop C, G/F & 1/F, Jade Plaza,

No. 298 Sha Tsui Road, Tsuen Wan

You can collect a YELLOW application form and a prospectus from:

The Depository Counter of HKSCC

2nd Floor, Vicwood Plaza

199 Des Voeux Road Central

Hong Kong

or

The Customer Service Center of HKSCC

Upper Ground Floor

V-Heun Building 128–140 Queen’s Road Central

Hong Kong

or

your broker may have the application forms available.

You can obtain a PINK application form and a prospectus from:

Our Company Secretary
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3. HOW TO COMPLETE THE APPLICATION FORM

There are detailed instructions on each application form. You should read these instructions

carefully. If you do not follow the instructions, your application may be rejected and returned by

ordinary post together with the accompanying cheque(s) or banker’s cashier orders) to you (or the

first-named applicant in the case of joint applicant(s)) at your own risk at the address stated in the

application form.

If your application is made through a duly authorised attorney, the Sponsor, in consultation

with us and the Vendor, may accept your application at its discretion, and subject to any conditions

it thinks fit, including evidence of the authority of your attorney.

In order for the YELLOW application forms to be valid:

(a) if the application is made through a designated CCASS Participant, other than a CCASS

Investor Participant:

(i) the designated CCASS Participant or its authorised signatories must sign in the

appropriate box; and

(ii) the designated CCASS Participant must endorse the form with its company chop

(bearing its company name) and insert its participant I.D. in the appropriate box;

(b) if the application is made by an individual CCASS Investor Participant:

(i) the application form must contain the CCASS Investor Participant’s name and Hong

Kong identity card number; and

(ii) the CCASS Investor Participant should insert its participant I.D. and sign in the

appropriate box in the application form;

(c) if the application is made by a joint individual CCASS Investor Participant:

(i) the application form must contain all joint CCASS Investor Participants’ names and

the Hong Kong identity card number of at least one of the joint CCASS Investor

Participants; and

(ii) the participant I.D. should be inserted and the authorised signatory(ies) of the

CCASS Investor Participant’s stock account should sign in the appropriate box in the

application form;

(d) if the application is made by a corporate CCASS Investor Participant:

(i) the application form must contain the CCASS Investor Participant’s company name

and Hong Kong Business Registration number; and

(ii) the participant I.D. and company chop, bearing the applicant’s company name,

endorsed by its authorised signatures should be inserted in the appropriate box in the

application form;
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(e) signature(s), number of signatories and form of chop, where appropriate, should match

with the records kept by Hongkong Clearing. Incorrect or incomplete details of the

CCASS Participant or the omission or inadequacy of authorised signatory(ies) (if

applicable), CCASS Participant I.D. or other similar matters may render the application

invalid.

Nominees who wish to submit separate applications in their names on behalf of different

owners are requested to designate on each application form in the box marked ‘‘For nominees’’

account numbers or other identification codes for each beneficial owner or, in the case of joint

beneficial owners, for each such joint beneficial owner.

Each WHITE, YELLOW or PINK application form must be accompanied by either one

separate cheque drawn on the applicant’s Hong Kong dollar bank account in Hong Kong and bearing

the account name (either pre-printed by the bank or certified by an authorised signatory of such bank

on the reverse of the cheque) which must correspond with the name of the applicant (or, in the case

of joint applicants, the name of the first applicant) on the relevant application form, or one separate

banker’s cashier order on the reverse of which the bank has certified by an authorised signatory the

name of the applicant, which must correspond with the name of the applicant (or, in the case of joint

applicants, the name of the first applicant) on the relevant application form. All such cheques or

banker’s cashier orders must be made payable as set out in the application form and crossed

‘‘Account Payee Only’’.

4. HOW MANY APPLICATIONS MAY YOU MAKE

There are only two situations where you may make more than one application for the Hong

Kong Offer Shares:

If you are a nominee, you may lodge more than one application in your own name on behalf of

different beneficial owners. In the box on the application form marked ‘‘For nominees’’ you must

include:

. an account number; or

. some other identification code

for each beneficial owner (or, in the case of joint beneficial owners, for each such joint beneficial

owner). If you do not include this information, the application will be treated as being for your

benefit.

If you are a full-time employee, other than a director or the chief executive of the Company or

of any of our subsidiaries or existing beneficial owner of Shares, or an associate of any of them, and

apply on a PINK application form, you may also apply for the Hong Kong Offer Shares on a

WHITE or YELLOW application form, or by giving Electronic Application Instructions to

HKSCC (if you are a CCASS Investor Participant or act through a CCASS Broker Participant or

CCASS Custodian Participant).
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Otherwise, multiple applications are not allowed.

It will be a term and condition of all applications that by completing and delivering an

application form or by giving Electronic Application Instructions to HKSCC, you:

. (if the application is made for your own benefit) warrant that this is the only application

which will be made for your benefit on a WHITE or YELLOW application form or by

giving Electronic Application Instructions to HKSCC; or

. (if you are an agent for another person) warrant that reasonable enquiries have been made

of that other person that this is the only application which will be made for the benefit of

that other person on a WHITE or YELLOW application form or by giving Electronic

Application Instructions to HKSCC, and that you are duly authorised to sign the

application form or give Electronic Application Instructions to HKSCC as that other

person’s agent.

Save as referred to above, all of your applications for Hong Kong Offer Shares will be rejected

as multiple applications if you, or you and your joint applicants together or any of your joint

applicants:

. make more than one application on a WHITE or YELLOW application form or by giving

Electronic Application Instructions to HKSCC; or

. make more than one application on a PINK application form; or

. apply on one WHITE or YELLOW application form or by giving Electronic Application

Instructions to HKSCC for more than 100% of the Hong Kong Offer Shares being

initially available in either pool A or pool B to the public as referred to in the section

headed ‘‘Offer mechanism — basis of allocation of the Offer Shares’’ in this prospectus;

or

. apply on one PINK application form for more than 100% of the Hong Kong Offer Shares

being offered to eligible full-time employees on a preferential basis; or

. have indicated an interest for or have been or will be placed with International Placing

Shares; or

. have been allocated Offer Shares (other than the Hong Kong Offer Shares).

All of your applications for Hong Kong Offer Shares will also be rejected as multiple

applications if more than one application for Hong Kong Offer Shares is made for your benefit

(including the part of an application made by HKSCC Nominees acting on Electronic Application

Instructions Submitted by you). If an application is made by an unlisted company and

. the only business of that company is dealing in securities; and

. you exercise statutory control over that company,

then the application will be treated as being for your benefit.
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Unlisted company means a company with no equity securities listed on the Stock Exchange.

Statutory control means you:

. control the composition of the board of directors of that company; or

. control more than half of the voting power of that company; or

. hold more than half of the issued share capital of that company, not counting any part of

it which carries no right to participate beyond a specified amount in a distribution of

either profits or capital.

5. EFFECT OF MAKING ANY APPLICATION

By making any application, whether on a White, Yellow, or Pink application form or by giving

Electronic Application Instructions to HKSCC, you (and if you are joint applicants, each of you

jointly and severally) for yourself or as agent or nominee and on behalf of each person for whom

you act as agent or nominee:

. confirm and agree that you have read the terms and conditions and application procedures

set forth in this prospectus and agree to be bound by them;

. confirm that you have received a copy of this prospectus and have only relied on the

information and representations contained in this prospectus in making your application,

and not on any other information or representation concerning us or the Vendor and you

agree that we, the Underwriters and any other parties involved in the Hong Kong Public

Offer are liable only for the information and representations contained in this prospectus

(and, in the case of the Vendor, for the information and representations contained in this

prospectus and identified in the paragraphs headed ‘‘Responsibility’’ in Appendix VI);

. understand that these declarations and representations will be relied upon by the Vendor,

us and DBS Asia in deciding whether or not to allocate any Hong Kong Offer Shares in

response to your application;

. (if the application is made for your benefit) warrant that the application is the only

application which will be made for your benefit on a WHITE or YELLOW application

form or by giving electronic application instructions to Hongkong Clearing;

. (if the application is made by an agent on your behalf) warrant that you have validly and

irrevocably conferred on your agent all necessary power and authority to make the

application;

. (if you are an agent for another person) warrant that the application is the only

application which will be made for the benefit of that other person on a WHITE or

YELLOW application form or by giving electronic application instructions to

Hongkong Clearing, and that you are duly authorised to sign the application form as

that other person’s agent;

. undertake and confirm that you (if the application is made for your benefit) or the

person(s) for whose benefit you have made the application have not applied for or taken

up or indicated an interest in or received or been placed or allocated (including
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conditionally and/or provisionally) and will not apply for or take up or indicate any

interest in any Shares in the International Placing, nor otherwise participate in the

International Placing;

. warrant the truth and accuracy of the information contained in your application;

. agree to disclose to the Vendor, us, DBS Asia and their respective agents any information

about you which they require or the person(s) for whose benefit you have made the

application;

. acknowledge and agree that the stamp duty which you are liable to pay in respect of the

Hong Kong Offer Shares allocated to you (to the extent they comprise Sale Shares) shall

be met by the Vendor;

. instruct and authorise the Vendor, us and/or DBS Asia and/or the Hong Kong Share

Registrar (and/or their respective agents or nominees) (a) to do on your behalf all things

necessary to register any Hong Kong Offer Shares allocated to you in your name(s) or

HKSCC Nominees (as the case may be), and otherwise to give effect to the arrangements

described in the prospectus and the application forms; and (b) to execute any transfer

forms, contract notes or other documents in respect of any Hong Kong Offer Shares

allocated to you in your name(s) or HKSCC Nominees (to the extent they comprise Sale

Shares) on your behalf and to do on your behalf all other things necessary to effect

stamping on such transfer forms and contract notes;

. undertake to sign all documents and to do all things necessary to enable you or HKSCC

Nominees, as the case may be, to be registered as the holder of the Hong Kong Offer

Shares allocated to you, and as required by the Articles of Association;

. irrevocably waive your right to be transmitted the stamped contract note from any person

who acted as your agent in connection with your purchase of Hong Kong Offer Shares (to

the extent they comprise Sale Shares) pursuant to Section 19(1)(c) of the Stamp Duty

Ordinance (Chapter 117 of the Laws of Hong Kong);

. agree that your application, any acceptance of it and the resulting contract will be

governed by and construed in accordance with the laws of Hong Kong;

. agree (without prejudice to any other rights which you may have) that, once your

application has been accepted, you may not rescind it because of an innocent

misrepresentation;

. agree that once your application is accepted, it cannot be revoked by you, and that

acceptance of that application will be evidenced by the press announcements on results of

the Hong Kong Public Offer published by us;

. undertake and agree to accept the Hong Kong Offer Shares applied for, or any lesser

number allocated to you under the application;

. agree and acknowledge that unless you apply on the Pink application form, the Hong

Kong Offer Shares which may be allocated to you may comprise New Shares or Sale

Shares or a combination of both (in whatever proportions);
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. authorise the Company to place your name(s) or HKSCC Nominees, as the case may be,

on the register of members of the Company as the holder(s) of any Hong Kong Offer

Shares allocated to you, and us, the Vendor and/or our and/or the Vendor’s agents to send

any share certificate(s) and/or any refund cheque (where applicable) to you or (in case of

joint applicants) the first-named applicant in the application form by ordinary post at your

own risk to the address stated on your application form (except that if you have applied

for 1,000,000 Hong Kong Offer Shares or more and have indicated on your application

form that you will collect your Share certificate(s) and/or refund cheque, if any, in

person, you can collect your Share certificate(s) and/or refund cheque, if any, in person

between 9 : 00 am and 1 : 00 pm on or about 27 October 2005 from the Hong Kong Share

Registrar);

. if the laws of any place outside Hong Kong are applicable to your application, you agree

and warrant that you have complied with all such laws and none of us, the Vendor, DBS

Asia, the Hong Kong Underwriters and any of our or their respective officers, public

officers or advisers will infringe any laws outside Hong Kong as a result of the

acceptance of your offer to purchase or subscribe (as the case may be), or as a result of

the exercise of our or their respective rights or performance of our or their respective

obligations in this prospectus or in the application submitted by you.

6. HOW MUCH ARE THE HONG KONG OFFER SHARES

You must pay the maximum Offer Price of HK$1.29 per Share plus brokerage of 1%, a SFC

transaction levy of 0.005%, an investor compensation levy imposed by SFC at 0.002% and a Stock

Exchange trading fee of 0.005% in full when you apply for the Hong Kong Offer Shares. This means

that for every board lot of 2,000 Shares, you will pay HK$2,606.11. Each of the application forms

has a table showing the exact amount payable for certain multiples of Hong Kong Offer Shares.

Your payment must be by one cheque or one banker’s cashier order and must comply with the terms

of the application forms.

If your application is successful, brokerage is paid to participants of the Stock Exchange, the

transaction levy and investor compensation levy are paid to the SFC and the trading fee is paid to

the Stock Exchange.

If the Offer Price as finally determined is less than HK$1.29 for each Offer Share, appropriate

refund payments (including the brokerage, the transaction levy and the investor compensation levy

imposed by the SFC, and the Stock Exchange trading fee attributable to the surplus application

money) will be made to applicants, WITHOUT INTEREST. Particulars of the procedures for refund

are set forth below under ‘‘Despatch and Collection of Share Certificates and/or, Refund Cheques

and Deposit of Share Certificates into CCASS’’.

DBS Asia, on behalf of the Underwriters, may reduce the indicative Offer Price range below

that stated in this prospectus in the manner described in the paragraphs headed ‘‘Offer Price and

Price Payable on Application’’ in the section headed ‘‘Structure of the Share Offer’’.

If we and/or the Vendor are unable to reach agreement with DBS Asia (on behalf of the

Underwriters) on the final Offer Price by the Price Determination Date, the Share Offer will not

proceed and will lapse.
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We expect to publish an announcement of the final Offer Price, together with the level of

interest in the International Placing, the application results and basis of allotment of the Hong Kong

Public Offer Shares, on or about 27 October 2005.

7. FULL-TIME EMPLOYEES — TIME FOR APPLYING FOR HONG KONG OFFER

SHARES

Completed PINK application forms, with payment attached, must be returned to our company

secretary, Mr. LIU Kin Ming, at 11th & 12th Floors, Tower B, Regent Centre, 63 Wo Yi Hop Road,

Kwai Chung, Hong Kong by 4 : 00 p.m. on Thursday, 20 October 2005.

8. MEMBERS OF THE PUBLIC — TIME FOR APPLYING FOR HONG KONG OFFER

SHARES

(a) WHITE or YELLOW application forms

Completed WHITE or YELLOW application forms, with payment attached, must be

lodged by 12 : 00 noon on Friday, 21 October 2005 or, if the application lists are not open on

that day, then by 12 : 00 noon on the next business day when the lists are open.

Your completed WHITE or YELLOW application form, with payment attached, should

be deposited in the special collection boxes provided at any of the branches of Standard

Chartered Bank (Hong Kong) Limited at the following times:

Tuesday, 18 October 2005 — 9 : 00 a.m. to 4 : 00 p.m.

Wednesday, 19 October 2005 — 9 : 00 a.m. to 4 : 00 p.m.

Thursday, 20 October 2005 — 9 : 00 a.m. to 4 : 00 p.m.

Friday, 21 October 2005 — 9 : 00 a.m. to 12 : 00 noon

(b) Electronic application instructions to HKSCC

CCASS Participants (apart from CCASS Investor Participants) should input electronic

application instructions at the following times:

Tuesday, 18 October 2005 — 9 : 00 a.m. to 8 : 30 p.m.*

Wednesday, 19 October 2005 — 9 : 00 a.m. to 8 : 30 p.m.*

Thursday, 20 October 2005 — 9 : 00 a.m. to 8 : 30 p.m.*

Friday, 21 October 2005 — 9 : 00 a.m.* to 12 : 00 noon

* These times are subject to change as HKSCC may determine from time to time with

prior notification to CCASS Broker/Custodian Participants.

CCASS Investor Participants can input electronic application instructions from 9 : 00

a.m. on Tuesday, 18 October 2005 until 12 : 00 noon on Friday, 21 October 2005 (24 hours

daily, except the last application day).

The latest time for inputting your electronic application instructions via CCASS (if you

are a CCASS Participant) is 12 : 00 noon on Friday, 21 October 2005 or if the application lists

are not open on that day, by the time and date stated in the sub-paragraphs headed ‘‘Effect of

bad weather conditions on the opening of the application lists’’ below.
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(c) Application lists

The application lists will be open from 11 : 45 a.m. to 12 : 00 noon on Friday, 21 October

2005. Applications for the Hong Kong Offer Shares will not be processed, and no allotment of

any such Hong Kong Offer Shares will be made, until the closing of the application lists.

9. EFFECT OF BAD WEATHER ON THE OPENING OF THE APPLICATION LISTS

The application lists will not open if there is:

. a tropical cyclone warning signal number 8 or above; or

. a ‘‘black’’ rainstorm warning

in force in Hong Kong at any time between 9 : 00 a.m. and 12 : 00 noon on Friday, 21 October 2005.

Instead the application lists will open between 11 : 45 a.m. and 12 : 00 noon on the next business day

which does not have either of those warning signals in force in Hong Kong at any time between

9 : 00 a.m. and 12 : 00 noon.

Business day means a day that is not a Saturday, Sunday or public holiday in Hong Kong.

If the application lists do not open and close on Friday, 21 October 2005, the dates mentioned

in the section headed ‘‘Expected timetable’’ in this prospectus and the related application forms and

other dates mentioned in this prospectus may be affected. A press announcement will be made in

such event in the South China Morning Post (in English) and in the Hong Kong Economic Times (in

Chinese).

10. CIRCUMSTANCES IN WHICH YOU WILL NOT BE ALLOCATED HONG KONG

OFFER SHARES

Full details of the circumstances in which you will not be allocated Hong Kong Offer Shares

are set out in the notes attached to the application forms, and you should read them carefully. You

should note in particular the following two situations in which Hong Kong Offer Shares will not be

allocated to you:

. If your application is revoked:

By completing an application form or submitting an electronic application instruction,

you agree that you cannot revoke your application before 28 October 2005, unless a

person responsible for this prospectus under section 40 of the Companies Ordinance gives

a public notice under that section which excludes or limits the responsibility of that

person for this prospectus. This agreement will take effect as a collateral contract with us

(in the case of New Shares) and the Vendor (in the case of Sale Shares) and will become

binding when you lodge your application form or give electronic application

instructions to Hongkong Clearing. This collateral contract will be in consideration of

us and the Vendor agreeing that we will not offer any Hong Kong Offer Shares to any

person before 28 October 2005, except by means of one of the procedures referred to in

this prospectus.
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If any supplement to this prospectus is issued, applicants who have already submitted an

application may or may not (depending on the information contained in the supplement)

be notified that they can withdraw their applications. If applicants have not been so

notified, or if applicants have been notified but have not withdrawn their applications in

accordance with the procedure to be notified, all applications that have been submitted

will remain valid and may be accepted. Subject to the above, an application once made is

irrevocable and applicants shall be deemed to have applied on the basis of this prospectus

as supplemented.

If your application has been accepted, it cannot be revoked. For this purpose, acceptance

of applications which are not rejected will be constituted by notification in English in the

South China Morning Post and in Chinese in the Hong Kong Economic Times of the basis

of allocation, and where such basis of allocation is subject to certain conditions or

provides for allocation by ballot, such acceptance will be subject to the satisfaction of

such conditions or the results of the ballot, respectively.

. If the allocation of the Hong Kong Offer Shares is void:

Your allocation of the Hong Kong Offer Shares will be void if:

— the obligations of the Underwriters under the Underwriting Agreement does not

become unconditional, or the Underwriting Agreement is terminated in accordance

with its terms or otherwise

— the Listing Committee of the Stock Exchange does not grant permission to list the

Shares either:

. within 3 weeks from the date of the closing of the application lists; or

. within a longer period of up to 17 November 2005 if the Listing Committee

notifies the Company of that longer period within three weeks of the closing of

the application lists.

. If you do not receive allocation:

You will not receive any allocation if:

. you make multiple applications;

. you have been allotted any International Placing Shares; or

. your payment is not made correctly.

. If HKSCC Nominee’s application is not accepted:

HKSCC Nominee’s application will not be accepted if:

. the Underwriting Agreement does not become unconditional; or

. the Underwriting Agreement is terminated in accordance with its terms.
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11. HOW TO APPLY BY GIVING ELECTRONIC APPLICATION INSTRUCTIONS TO

HKSCC

(a) CCASS Participants may give electronic application instructions via CCASS to HKSCC

to apply for Hong Kong Offer Shares and to arrange payment of the money due on

application and payment of refunds. This will be in accordance with their participant

agreements with HKSCC and the General Rules of CCASS and the CCASS Operational

Procedures.

(b) If you are a CCASS Investor Participant, you may give electronic application

instructions through the CCASS Phone System by calling 2979 7888 or CCASS

Internet System at https://ip.ccass.com (using the procedures contained in ‘‘An Operating

Guide for Investor Participants’’ in effect from time to time). HKSCC can also input

electronic application instructions for you if you come to:

Customer Service Centre of HKSCC

at Upper Ground Floor,

V-Heun Building,

128–140 Queen’s Road Central,

Hong Kong

and complete an input request form.

Prospectuses are available for collection from the above address.

(c) If you are not a CCASS Investor Participant, you may instruct your broker or custodian

who is a CCASS Broker Participant or a CCASS Custodian Participant to give electronic

application instructions via CCASS terminals to apply for Hong Kong Offer Shares.

(d) You are deemed to have authorised HKSCC and/or HKSCC Nominees to transfer the

details of your application whether submitted by you or through your CCASS Broker

Participant or CCASS Custodian Participant to the Vendor, us and the Hong Kong Share

Registrar.

(e) you may give electronic application instructions in respect of a minimum of 2,000 Hong

Kong Offer Shares. Each electronic application instruction in respect of more than 2,000

Hong Kong Offer Shares must be in one of the multiples set out in the table in the

application form.

(f) Where a WHITE application form is signed by HKSCC Nominees on behalf of persons

who have given electronic application instructions to apply for the Hong Kong Offer

Shares:

(i) HKSCC Nominees is only acting as nominee for those persons and shall not be

liable for any breach of the terms and conditions of the WHITE application form or

this prospectus; and

HOW TO APPLY FOR HONG KONG OFFER SHARES

— 154 —



(ii) HKSCC Nominees does the following things on behalf of each of the persons:

. agrees that the Hong Kong Offer Shares to be allotted shall be issued in the

name of HKSCC Nominees and deposited directly into CCASS for credit to

that person’s CCASS Investor Participant stock account or the stock account of

the CCASS Participant who has inputted electronic application instructions

on that person’s behalf;

. undertakes and agrees to accept the Hong Kong Offer Shares in respect of

which that person has given electronic application instructions or any lesser

number;

. undertakes and confirms that person has not applied for or taken up any

International Placing Shares under the International Placing nor otherwise

participated in the International Placing;

. (if the electronic application instructions are given for that person’s own

benefit) declares that only one set of electronic application instructions has

been given for that person’s benefit;

. (if that person is an agent for another person) declares that it has given only

one set of electronic application instructions for the benefit of that other

person, and that it is duly authorised to give those instructions as that other

person’s agent;

. understands that the above declaration will be relied upon by us and the

Vendor in deciding whether or not to make any allotment of Hong Kong Offer

Shares in respect of the electronic application instructions given by that

person and that person may be prosecuted if that person makes a false

declarations;

. authorises us to place the name of HKSCC Nominees on the register of

members of us as the holder of the Hong Kong Offer Shares allotted in respect

of that person’s electronic application instructions and to send share

certificates and/or refund monies in accordance with arrangements separately

agreed between us and HKSCC;

. confirms that that person has read the terms and conditions and application

procedures set forth in this prospectus and agrees to be bound by them;

. confirms that that person has only relied on the information and representations

in this prospectus in giving that person’s electronic application instructions

or instructing that person’s broker or custodian to give electronic application

instructions on that person’s behalf;

. agrees that we, the Underwriters and any other parties involved in the Hong

Kong Public Offer are liable only for the information and representations

contained in this prospectus (and in the case of the Vendor, for the information

and representations contained in this prospectus and identified in the

paragraphs headed ‘‘Responsibility’’ in Appendix VI);
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. agrees (without prejudice to any other rights which that person may have) that

once the application of HKSCC Nominees has been accepted, the application

cannot be rescinded for innocent misrepresentations;

. agrees to disclose that person’s personal data to us and its agents and any

information which they require about that person;

. agrees that that person cannot revoke electronic application instructions

before 28 October 2005. This agreement will take effect as a collateral contract

with us (in the case of New Shares) or with the Vendor (in the case of the Sale

Shares) and will become binding when that person gives the instructions and

such collateral contract will be in consideration of we and the Vendor agreeing

that we will not offer any Offer Shares to any person before 28 October 2005

except by means of one of the procedures referred to in this prospectus.

However, that person may revoke the instructions before 28 October 2005, if a

person responsible for this prospectus under section 40 of the Companies

Ordinance gives a public notice under that section which excludes or limits the

responsibility of that person for this prospectus;

. agrees that once the application of HKSCC Nominees is accepted, neither that

application nor that person’s electronic application instructions can be

revoked and that acceptance of that application will be evidenced by the

press announcement on results of the Hong Kong Public Offer published by us;

. agrees to the arrangement, undertakings and warranties specified in the

participant agreement between that person and HKSCC, read with the

General Rules of CCASS and the CCASS Operational Procedures, in respect

of the giving of electronic application instructions relating to the Hong Kong

Offer Shares.

. agrees and undertakes to do all such other things, warrants, acknowledges,

confirms and understands all such other matters, and gives all such other

instructions and authorisations, and makes all such waivers, as mentioned in

the sub-paragraphs headed ‘‘Effect of making any application’’.

(g) If you are suspected of having made multiple applications or if more than one application

is made for your benefit, the number of Hong Kong Offer Shares applied for by HKSCC

Nominees will be automatically reduced by the number of Hong Kong Offer Shares in

respect of which you have given such instructions and/or in respect of which such

instructions have been given for your benefit. Any electronic instructions to make an

application for Hong Kong Offer Shares given by you or for your benefit to HKSCC shall

be deemed to be an actual application.

(h) For the purpose of allocating Hong Kong Offer Shares, HKSCC Nominees shall not be

treated as an applicant. Instead, each CCASS Participant who gives electronic

application instructions or each person for whose benefit each such instruction is

given shall be treated as an applicant.
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For the avoidance of doubt, the Company and all other parties involved in the preparation

of this prospectus acknowledge that each CCASS Participant who gives, or causes to give,

electronic application instructions is a person who may be entitled to compensation

under section 40 of the Companies Ordinance.

(i) Information set forth under ‘‘Personal Data’’ in the application forms applies to any

personal data held by the Sponsor, us, the Vendor and the Hong Kong Share Registrar

about you in the same way as it applies to personal data about applicants other than

HKSCC Nominees.

Effect of giving electronic application instructions to HKSCC

By giving electronic application instructions to HKSCC or instructing your broker or

custodian who is a CCASS Broker Participant or a CCASS Custodian Participant to give such

instructions to HKSCC, you (and if you are joint applicants, you each jointly and severally) are

deemed to do the following things. Neither HKSCC nor HKSCC Nominees will be liable to the

Company or any other person in respect of the things mentioned below:

. instruct and authorize HKSCC to cause HKSCC Nominees (acting as nominee for the

CCASS Participants) to apply for Hong Kong Offer Shares on your behalf;

. instruct and authorize HKSCC to arrange payment of the Offer Price, brokerage,

investor compensation levy, transaction levy and trading fee by debiting your designated

bank account and, in the case of wholly or partly unsuccessful applications, refund of the

application money by crediting your designated bank account;

. instruct and authorize HKSCC to cause HKSCC Nominees to do on your behalf all the

things which it is stated to do on your behalf in the WHITE application form and in

paragraph 11(f) above.

Warning

Application for Hong Kong Offer Shares by giving electronic application instructions to

HKSCC is only a facility provided to CCASS Participants. We, the Vendor, the Government,

the Sponsor and any parties involved in the Share Offer take no responsibility for the

application and provide no assurance that any CCASS Participant will be allocated any Hong

Kong Offer Shares.

To ensure that CCASS Investor Participants can give their electronic application

instructions to HKSCC through the CCASS Phone System or CCASS Internet System,

CCASS Investor Participants are advised not to wait until the last minute to input

instructions. If CCASS Investor Participants have problems in connecting to the CCASS

Phone System or CCASS Internet System to submit electronic application instructions, they

should either:

(a) submit the WHITE or YELLOW application form (as appropriate); or

(b) go to HKSCC’s Customer Service Centre to complete an application instruction

input request form before 12 : 00 noon on Friday, 21 October 2005 or such later

time as described under the sub-paragraphs headed ‘‘Effect of bad weather

conditions on the opening of the application lists’’ above.
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12. PUBLICATION OF RESULTS

We expects to release an announcement on the level of interest in the International Placing,

results of applications and basis of allocation of Shares under the Hong Kong Public Offer, and the

number of Shares, if any, reallocated between the International Placing and the Hong Kong Public

Offer on or about Thursday, 27 October 2005 in English in the South China Morning Post and in

Chinese in the Hong Kong Economic Times.

13. DESPATCH AND COLLECTION OF SHARE CERTIFICATES AND/OR REFUND

CHEQUES AND DEPOSIT OF SHARE CERTIFICATES INTO CCASS

We will not issue temporary documents of title. No receipt will be issued for application

monies received.

References in the paragraphs below headed ‘‘White application forms’’, ‘‘Yellow Application

Forms’’, ‘‘Pink Application Forms’’ and ‘‘Electronic Application Instructions to HKSCC’’ to ‘‘refund

cheques’’ mean refunds cheque in respect of the application monies, or the appropriate portion

thereof, together with the related brokerage, SFC transaction levy, investor compensation levy, and

Stock Exchange trading fee, attributable to the refunded application monies (if any), without interest.

Refund cheques in respect of the entire application monies or the appropriate portion thereof

will be payable if your application is rejected, not accepted, or accepted in part only, or if the

conditions of the Hong Kong Public Offer described under the paragraphs headed ‘‘Conditions of the

Share Offer’’ in the section headed ‘‘Structure of the Share Offer’’ in this prospectus are not fulfilled

in accordance with their terms, or your application is revoked or any allotment pursuant thereto has

become void or the Offer Price as finally determined is less than the indicative maximum Offer

Price of HK$1.29.

Pursuant to a new measure to improve security as agreed and adopted by The Hong Kong

Association of Banks, the Hong Kong Monetary Authority, the Federation of Share Registrars and

the SFC with effect from 9 August 2004, refund cheques will be printed with part of your Hong

Kong identity card number or passport number. For joint applicants, the identity information of the

first-named applicant will be printed. When a refund cheque is presented to a bank, the bank will

cross-check both the name and the printed part of the Hong Kong identity card or passport number

of the payee shown on the cheque against the bank’s own record on the information of the account

holder. If there is a discrepancy, the bank might request other proof of identity or take other steps

for verification. If the bank is unable to be satisfied with the identity of the payee, the bank might

reject the deposit of the refund cheque concerned. You are therefore advised to ensure that your

identification numbers are accurately filled in on your application form to avoid delay in cashing

your refund cheques. A cheque deposit might be rejected if you fail to fill in correct identity

information. When in doubt, you should enquire with the Hong Kong Share Registrar.
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WHITE application forms:

If you have applied for 1,000,000 Hong Kong Offer Shares or more and have indicated on

your application form that you will collect your Share certificate(s) and/or refund cheque, if

any, in person, you may collect the item(s) in person from:

Computershare Hong Kong Investor Services Limited

Rooms 1712–16, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

between 9 : 00 a.m. and 1 : 00 p.m. on the date notified by us in the newspapers as the date of

despatch of share certificates and/or refund cheques. This is expected to be on or about

Thursday, 27 October 2005.

If you are an individual who opts for personal collection, you must not authorise any

other person to make collection on your behalf. If you are a corporate applicant which opts for

personal collection, you must attend by your authorised representative bearing a letter of

authorisation from your corporation stamped with your corporation’s chop. Both individuals

and authorised representatives, if applicable, must produce, at the time of collection, evidence

of identity acceptable to Computershare Hong Kong Investor Services Limited.

If you do not collect your Share certificate(s) and/or refund cheque, if any, in person

within the time specified for collection, the item(s) will be sent to the address on your

application form shortly after 1 : 00 p.m. on the date of despatch by ordinary post and at your

own risk.

If you have applied for 1,000,000 Hong Kong Offer Shares or more and have not

indicated on your application form that you will collect your Share certificate(s) and/or refund

cheque, if any, in person, or if you have applied for less than 1,000,000 Hong Kong Offer

Shares, then your Share certificate(s) and/or refund cheque, if any, will be sent to the address

on your application form on the date of despatch by ordinary post and at your own risk.

YELLOW application forms:

Your Share certificate(s) will be issued in the name of HKSCC Nominees Limited and

deposited into CCASS for credit to your CCASS Investor Participant stock account or the stock

account of your designated CCASS Participant, as instructed by you, expected to be at the

close of business on Thursday, 27 October 2005, or under contingent situations, on any other

date as shall be determined by Hongkong Clearing or HKSCC Nominees Limited.

If you are applying through a designated CCASS Participant, other than a CCASS

Investor Participant:

. for Hong Kong Offer Shares credited to the stock account of your designated

CCASS Participant, other than a CCASS Investor Participant, you can check the

number of Hong Kong Offer Shares allotted to you with that CCASS Participant on

Thursday, 27 October 2005.
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If you are applying as a CCASS Investor Participant:

. we expect to publish the results of CCASS Investor Participants’ applications

together with the results of the Hong Kong Public Offer in the newspapers on

Thursday, 27 October 2005. You should check against the announcement published

by us and report any discrepancies to Hongkong Clearing before 5 : 00 p.m. on

Thursday, 27 October 2005 or such other date as shall be determined by Hongkong

Clearing or HKSCC Nominees Limited. Immediately after the credit of the Hong

Kong Offer Shares to your stock account, you can check your new account balance

via the CCASS Phone System and CCASS Internet System (under the procedures

contained in Hongkong Clearing’s ‘‘An Operating Guide for Investor Participants’’ in

effect from time to time). Hongkong Clearing will also make available to you an

activity statement showing the number of the Hong Kong Offer Shares credited to

your stock account.

If you have applied for 1,000,000 Hong Kong Offer Shares or more and have indicated on

your application form that you will collect your refund cheque in person, please follow the

instructions set out in the paragraphs headed ‘‘WHITE application forms’’ above.

If you have applied for less than 1,000,000 Hong Kong Offer Shares, or if you have

applied for 1,000,000 Hong Kong Offer Shares or more and have not indicated on your

application form that you will collect your refund cheque, then your refund cheque, if any, will

be sent to the address on your application form on the date of despatch, by ordinary post and at

your own risk.

PINK application form:

The Share certificate(s) and/or refund cheque, if any, will be sent to the address on your

application form shortly after the date of despatch, by ordinary post and at your own risk.

Electronic Application Instructions to HKSCC

. If your application is wholly or partly successful, your share certificates will be

issued in the name of HKSCC Nominees and deposited into CCASS for the credit of

your CCASS Investor Participant stock account or the stock account of the CCASS

Participant which you have instructed to give electronic application instructions on

your behalf, which is expected to be at the close of business on 27 October 2005 or

under contingent situation, on any other date HKSCC or HKSCC Nominees chooses.

. The Company will publish the application results of CCASS Participants (and

where the CCASS Participant is a broker or custodian, the Company shall include

information relating to the beneficial owner, if supplied), your Hong Kong Identity

Card/passport number or other identification code (Hong Kong Business Registration

number for corporations) and the basis of allotment of the Hong Kong Public Offer,

in the newspapers on or about 27 October 2005. You should check the announcement

published by the Company and report any discrepancies to HKSCC before 5 : 00 p.m.

on 27 October 2005 or any other date HKSCC or HKSCC Nominees chooses.
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. If you are instructing your broker or custodian to give electronic application

instructions on your behalf, you can also check the number of Hong Kong Offer

Shares allocated to you and the amount of refund (if any) payable to you with that

broker or custodian.

. If you applying as a CCASS Investor Participant, you can also check the number

of Hong Kong Offer Shares allotted to you and the amount of refund (if any)

payable to you via the CCASS Phone System and CCASS Internet System on 27

October 2005. Immediately after the credit of the public offer shares to your stock

account and the credit of the refund monies to your bank account, HKSCC will make

available to you an activity statement showing the number of public offer shares

credited to your stock account and the amount of refund money credited to your

designated bank account (if any).

If you have given Electronic Application Instructions to HKSCC, your refunds (if any)

(comprising the application monies, or the appropriate portion thereof, together with the related

brokerage, SFC transaction levy, investor compensation levy, and Stock Exchange trading fee,

attributable to the refund application monies (if any), without interest) will be credited to your

designated bank account or the designated bank account of the designated CCASS Broker/

Custodian Participant through which you are applying Offer Shares on or before 27 October

2005.

Notwithstanding the foregoing, refund cheques may only be despatched or available for

collection (as the case may be) after the date of despatch in the event if they are payable

because certain of the conditions of the Hong Kong Public Offer described under the

paragraphs headed ‘‘Conditions of the Share Offer’’ in the section headed ‘‘Structure of the

Share Offer’’ in this prospectus are not fulfilled, or where applicable, waived by DBS Asia (on

behalf of the Underwriters), on or before 17 November 2005.

14. COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in our Shares on the Main Board are expected to commence on Friday, 28 October

2005.

Our Shares will be traded in board lots of 2,000 Shares each.

15. SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

If the Stock Exchange grants the listing of, and permission to deal in, our Shares issued and to

be issued as mentioned in this prospectus and we comply with the stock admission requirements of

HKSCC, our Shares will be accepted as eligible securities by HKSCC for deposit, clearance and

settlement in CCASS with effect from the date of commencement of dealings in our Shares on the

Main Board or on such other date determined by HKSCC. Settlement of transactions between

participants of the Stock Exchange is required to take place in CCASS on the second business day

after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS

Operational Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS.
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The following is the text of a report, prepared for the purpose of incorporation in this

prospectus, received from the independent reporting accountants, KPMG, Certified Public

Accountants, Hong Kong. As described in the section headed ‘‘Documents delivered to the

Registrar of the Companies and available for inspection — Documents available for inspection’’ in

Appendix VII to this prospectus, a copy of the Accountants’ Report is available for inspection.

8th Floor

Prince’s Building

10 Chater Road

Central

Hong Kong

The Directors

Tradelink Electronic Commerce Limited

DBS Asia Capital Limited

18 October 2005

Dear Sirs

We set out below our report on the financial information relating to Tradelink Electronic

Commerce Limited (the ‘‘Company’’) and its subsidiaries (hereinafter collectively referred to as the

‘‘Group’’) including the consolidated income statements, consolidated statements of changes in

equity and consolidated cash flow statements of the Group for each of the three years ended 31

December 2002, 2003 and 2004, and the four months ended 30 April 2005 (the ‘‘relevant periods’’)

and the consolidated balance sheets of the Group as at 31 December 2002, 2003 and 2004, and 30

April 2005 (the ‘‘Financial Information’’) for inclusion in the prospectus of the Company dated 18

October 2005 (the ‘‘Prospectus’’) in connection with the initial listing of the shares of the Company

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

The Company was incorporated in Hong Kong on 23 September 1988 under the Hong Kong

Companies Ordinance. Subsequent to the incorporation, the Company had acquired and subscribed

for shares in the following subsidiaries:

(a) On 3 November 1988, the Company acquired 50,000 ordinary shares of HK$1 each in

Trade Facilitation Services Limited for HK$100 in cash;

(b) On 18 October 2000, the Company subscribed for 10,000 ordinary shares of HK$1 each in

Digi-Sign Certification Services Limited on its incorporation, at par in cash;

(c) On 11 January 2001, the Company subscribed for HK$500,000 of the registered share

capital of Guangzhou Tradelink (Panyu) Software Development Limited on its

incorporation, in cash. On 20 September 2004, the Company entered into an agreement

to sell all of its interest in this subsidiary’s assets and liabilities and business and the

approval from the local authority to de-register the subsidiary was obtained on 20 April

2005. On 31 October 2004, the Group sold the assets, liabilities and business of the

subsidiary and recorded a loss on disposal of approximately HK$55,000; and

(d) On 30 April 2004, the Company subscribed for 2 ordinary shares of HK$1 each in Digital

Trade and Transportation Network Limited on its incorporation, at par in cash and

subscribed for an additional 75,600,000 ordinary shares of HK$1 each at par in cash on

16 February 2005.
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Details of the Company’s subsidiaries are shown in section B to this report.

We have acted as auditors of the companies comprising the Group throughout the relevant

periods, except as indicated below:

Name of company Financial period Auditor

Guangzhou Tradelink (Panyu)

Software Development

Limited

Period from 1 January 2002

to 31 October 2004

Guangzhou Decent Certified

Public Accountants Co.,

Ltd.

We have examined the audited financial statements or, where appropriate, the unaudited

management accounts of the companies now comprising the Group for the relevant periods and

carried out such additional procedures as we consider necessary in accordance with the Auditing

Guideline ‘‘Prospectuses and the Reporting Accountant’’ issued by the Hong Kong Institute of

Certified Public Accountants (‘‘HKICPA’’). The audited financial statements of the companies now

comprising the Group were audited by us in accordance with Hong Kong Standards on Auditing

issued by the HKICPA.

Basis of preparation

The Financial Information has been prepared by the directors of the Company based on the

audited financial statements, or where appropriate, unaudited management accounts of the companies

now comprising the Group, on the basis set out in Section A below, after making such adjustments

as are appropriate. Adjustments have been made for the purpose of this report to restate these

financial statements to conform with accounting policies as referred to in Section D, which are in

accordance with accounting principles generally accepted in Hong Kong.

The statutory financial statements of the Company’s subsidiary established in the People’s

Republic of China (the ‘‘PRC’’) are prepared in accordance with the relevant PRC accounting rules

and regulations applicable to enterprises with foreign investment. As a basis for forming an opinion

on the Financial Information of the Group for the purpose of this report, we have carried out

appropriate audit procedures in respect of the statutory financial statements of the subsidiary from 1

January 2002 to 31 December 2003 and the unaudited management accounts for the period ended 31

October 2004 in accordance with Hong Kong Standards on Auditing issued by the HKICPA.

Responsibility

The Directors of the respective companies of the Group are responsible for the financial

statements or, where financial statements are not prepared, management accounts, which give a true

and fair view. In preparing the financial statements and management accounts which give a true and

fair view, it is fundamental that appropriate accounting policies are selected and applied

consistently, that judgements and estimates are made which are prudent and reasonable and that

the reasons for any significant departure from applicable accounting standards are stated.

It is our responsibility to form an independent opinion on the Financial Information.

For the purpose of this report, we have also reviewed the unaudited financial information of the

Group including the consolidated income statement, consolidated statement of changes in equity and

consolidated cash flow statement for the four month period ended 30 April 2004 (the ‘‘30 April 2004

Corresponding Information’’), together with the notes thereon, for which the directors are
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responsible, in accordance with Statement of Auditing Standard 700 ‘‘Engagements to review interim

financial reports’’ issued by the HKICPA. A review consists principally of making enquiries of

group management and applying analytical procedures to the 30 April 2004 Corresponding

Information and based thereon, assessing whether the accounting policies and presentation have

been consistently applied unless otherwise disclosed. A review excludes audit procedures such as

tests of controls and verification of assets, liabilities and transactions. It is substantially less in

scope than an audit and therefore provides a lower level of assurance than an audit. Accordingly we

do not express an audit opinion on the 30 April 2004 Corresponding Information.

Opinion

In our opinion, for the purpose of this report, all adjustments considered necessary have been

made and the Financial Information, on the basis of presentation set out in Section A below, gives a

true and fair view of the profits and cash flows of the Group for the relevant periods and of the

financial position of the Group and the Company as at 31 December 2002, 2003 and 2004 and 30

April 2005.

On the basis of our review of the 30 April 2004 Corresponding Information which does not

constitute an audit, for the purpose of this report, we are not aware of any material modifications

that should be made to the unaudited financial information presented for the four month period

ended 30 April 2004.

A. BASIS OF PRESENTATION

The Financial Information relating to the consolidated income statements and consolidated cash

flows of the Group for the relevant periods include the results of the companies which comprise the

Group for the periods from 1 January 2002 to 30 April 2005. The consolidated balance sheets of the

Group as at 31 December 2002, 2003 and 2004 and 30 April 2005 have been prepared to present the

consolidated assets and liabilities of the Group as at those dates. The Group’s interest in the assets

and liabilities and business of Guangzhou Tradelink (Panyu) Software Development Limited was

sold during the year ended 31 December 2004. All material intra-group transactions and balances

have been eliminated on consolidation.

The Financial Information has been prepared in accordance with the accounting policies set out

in section D, note 1.

The measurement basis used in the preparation of the Financial Information is historical cost

modified by the marking to market of certain investments in securities.

B. PARTICULARS OF SUBSIDIARIES

A subsidiary, in accordance with the Hong Kong Companies Ordinance, is a company in which

the Group, directly or indirectly, holds more than half the issued share capital, or controls more than

half the voting power, or controls the composition of the board of directors. Subsidiaries are

considered to be controlled if the Company has the power, directly or indirectly, to govern the

financial and operating policies, so as to obtain benefits from their activities.

Intra-group balances and transactions, and any unrealised profits arising from intra-group

transactions, are eliminated in full in preparing the consolidated Financial Information. Unrealised

losses resulting from intra-group transactions are eliminated in the same way as unrealised gains, but

only to the extent that there is no evidence of impairment.
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As at the date of this report, the Company has direct interests in the following subsidiaries, all

of which are private limited companies:

Name of subsidiary

Place and date of

incorporation and

operation

Particulars of

issued and

paid up capital

Percentage of

shares held by

the Company Principal activity

Digi-Sign Certification

Services Limited

Operate in Hong Kong

and incorporated in

Hong Kong on 18

October 2000

10,000 ordinary

shares of HK$1

each

100% Provision of Certificate

Authority services

Digital Trade and

Transportation Network

Limited

Incorporated in Hong

Kong on 30 April

2004

75,600,002 ordinary

shares of HK$1

each

100% Development of digital

trade and

transportation

network platform

Trade Facilitation Services

Limited

Incorporated in Hong

Kong on 11

September 1981

50,000 ordinary

shares of HK$1

each

100% Dormant
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C. FINANCIAL INFORMATION

1. Consolidated income statements

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Turnover 2 302,748 308,481 279,706 75,773 86,792

Interest income 6,716 4,010 5,093 3,479 169

Other net income/(loss) 4 4,995 34 (4,266) — (1)

Staff costs (97,713) (87,229) (82,989) (23,107) (25,800)

Depreciation (39,795) (40,836) (25,501) (4,766) (7,943)

Impairment of investment

securities — (7,500) (40,000) — —

Other operating expenses (50,738) (51,171) (48,431) (16,155) (16,286)

Profit from operations 126,213 125,789 83,612 35,224 36,931

Reversal of provision for

termination costs and

long service payments 20 11,422 — — — —

Finance costs 5(i) (41) (21) (3) — (3)

Loss on sale of assets and

liabilities of a subsidiary 6 — — (55) — —

Share of net losses of

associates (1,082) (4,269) — — —

Profit before taxation 5 136,512 121,499 83,554 35,224 36,928

Taxation 9 (22,347) (23,801) (20,586) (5,621) (6,509)

Profit attributable to the

equity holders of the

parent 114,165 97,698 62,968 29,603 30,419

Dividends 10 30,211 77,686 49,776 — —

Basic earnings per share

(cents) 11 8 7 4 2 2

The accompanying notes form part of the Financial Information.
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2. Consolidated balance sheets

As at 31 December

As at

30 April

2002 2003 2004 2005

Note HK$’000 HK$’000 HK$’000 HK$’000

Non-current assets

Fixed assets 12 76,875 49,059 27,350 71,287

Interest in leasehold land held for own

use 13 — — — 6,006

Capitalised development costs 14 — — — 3,998

Interest in associates 15 6,169 — — —

Investment securities 16 7,500 20,000 10,000 10,000

90,544 69,059 37,350 91,291
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Current assets

Trade receivables 17 17,048 21,159 20,242 18,213

Other receivables and prepayments 18,880 11,994 11,986 13,066

Cash and cash equivalents 322,726 394,667 417,472 391,818

358,654 427,820 449,700 423,097
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Current liabilities

Trade creditors, accounts payable and

other payables 18 213,695 213,708 218,575 229,102

Obligations under finance leases 19 144 67 — —

Provision for termination costs and

long service payments 20 1,407 2,239 2,740 2,815

Taxation 9(c) 3,037 10,037 3,848 2,379

218,283 226,051 225,163 234,296
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Net current assets 140,371 201,769 224,537 188,801
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Total assets less current liabilities 230,915 270,828 261,887 280,092
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Non-current liabilities

Obligations under finance leases 19 67 — — —

Deferred taxation 9(d) 10,885 6,396 2,965 3,076

NET ASSETS 219,963 264,432 258,922 277,016

CAPITAL AND RESERVES

Share capital 21 143,863 143,863 143,863 143,863

Reserves 23 76,100 120,569 115,059 133,153

219,963 264,432 258,922 277,016

The accompanying notes form part of the Financial Information.
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3. Consolidated statements of changes in equity

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

At the beginning of the year/

period 130,255 219,963 264,432 258,922 264,432

Profit for the year/period 114,165 97,698 62,968 29,603 30,419

Dividends (note 10) (24,457) (53,229) (68,478) (11,509) (30,211)

At the end of the year/period 219,963 264,432 258,922 277,016 264,640

The accompanying notes form part of the Financial Information.
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4. Consolidated cash flow statements

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Operating activities

Profit from ordinary activities before

taxation 136,512 121,499 83,554 35,224 36,928

Adjustments for:

Realised gain on investment in bonds (5,029) — — — —

Depreciation 39,795 40,836 25,501 4,766 7,943

Loss/(gain) on disposals of fixed assets 34 (34) 4,266 — 1

Loss on sale of assets and liabilities of a

subsidiary (a) — — 55 — —

Interest income (6,716) (4,010) (5,093) (3,479) (169)

Finance costs 41 21 3 — 3

Share of net losses of associates 1,082 4,269 — — —

Provision for loan to an associate — 1,900 — — —

Impairment of investment securities — 7,500 40,000 — —

Reversal of provision for termination costs

and long service payments (11,422) — — — —

Operating profit before changes in

working capital 154,297 171,981 148,286 36,511 44,706

(Increase)/decrease in trade and other

receivables (16,789) (7,853) 2,258 1,372 (187)

Increase/(decrease) in accounts payable,

creditors, accruals and provisions 7,688 (7,993) (1,550) 12,290 2,511

Increase/(decrease) in customer deposits

received 5,173 8,839 6,922 (1,949) 2,111

Cash generated from operations 150,369 164,974 155,916 48,224 49,141

Tax paid:

Hong Kong Profits Tax paid — (21,260) (30,174) (6,978) (6,189)

Overseas tax paid — (31) (32) — (9)

Net cash inflow from operating activities 150,369 143,683 125,710 41,246 42,943
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
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Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Investing activities

Proceeds from sales of fixed assets — 108 — — —

Proceeds from sale of bonds 57,311 — — — —

Payment for purchase of fixed assets (25,908) (13,093) (8,118) (54,709) (2,393)

Payment for purchase of investment

securities (7,500) (10,000) (30,000) — —

Loss on sale of assets and liabilities of a

subsidiary (b) — — (39) — —

Development expenditure — — — (3,737) —

Loan to an associate (1,900) — — — —

Dividends paid (24,457) (53,229) (68,478) (11,509) (30,211)

Interest received 7,264 4,637 3,800 3,055 169

Net cash inflow/(outflow) from investing

activities 4,810 (71,577) (102,835) (66,900) (32,435)
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Financing activities

Capital element of finance leases paid (123) (143) (67) — (52)

Interest element of finance leases paid (41) (22) (3) — (3)

Net cash outflow from financing activities (164) (165) (70) — (55)
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Net increase/(decrease) in cash and cash

equivalents 155,015 71,941 22,805 (25,654) 10,453

Cash and cash equivalents at beginning of

year/period 167,711 322,726 394,667 417,472 394,667

Cash and cash equivalents at end of year/

period 322,726 394,667 417,472 391,818 405,120

The accompanying notes form part of the Financial Information.
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Notes to the consolidated cash flow statements

(a) Details of the sale of assets and liabilities of subsidiary during the year ended 31 December 2004 were as

follow:

2004

HK$’000

Net assets disposed of:

Fixed assets 61

Bank balance 39

Prepayments 19

Accruals (4)

115
- - - - - - - - - - - -

Satisfied by:

Consideration 60
- - - - - - - - - - - -

Loss on sale of assets and liabilities 55

(b) Analysis of the net outflow of cash and cash equivalents in respect of the sale of assets and liabilities of

subsidiary:

2004

HK$’000

Cash consideration —

Bank balance disposed of 39

Net cash outflow in respect of the deemed disposal of subsidiary 39

Proceeds from the sale of assets and liabilities and business of the subsidiary will be

satisfied by offsetting against future liabilities on future purchases of service. The amount of

HK$60,000 is recorded as a prepayment at 31 December 2004.
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D. NOTES TO THE FINANCIAL INFORMATION

1. Significant accounting policies

(a) Statement of compliance

The Financial Information has been prepared in accordance with all applicable Hong Kong Financial

Reporting Standards (‘‘HKFRS’’) issued by the Hong Kong Institute of Certified Public Accountants, accounting

principles generally accepted in Hong Kong and the requirements of the Hong Kong Companies Ordinance.

HKFRS includes Hong Kong Accounting Standards (‘‘HKAS’’) and interpretations. The Financial Information

also complies with the applicable disclosure provisions of the Rules Governing the Listing of Securities on The

Stock Exchange of Hong Kong Limited as applicable to Accountants’ Reports for inclusion in Listing

Documents. A summary of the significant accounting policies adopted by the Group is set out below.

(b) Basis of preparation

The measurement basis used in the preparation of the Financial Information set out in this report is

historical cost modified by the marking to market of certain investments in securities as explained in the

accounting policies set out below.

The accounting policies set out below have been consistently applied for all periods presented in preparing

the Financial Information.

(c) Revenue recognition

Provided it is probable that the economic benefits will flow to the Group and the revenue and costs, if

applicable, can be measured reliably, revenue is recognised in the consolidated income statements as follows:

(i) Transaction fees, handling fees, registration fees and training income

Revenue is recognised when services have been provided to customers.

(ii) Annual subscription fees

Revenue is recognised on time-apportioned basis by reference to the period of the subscription.

(iii) Sale of goods

Revenue is recognised when goods are delivered at the customers’ premises which is taken to be

the point in time when the customer has accepted the goods and the related risks and rewards of

ownership. Revenue is after deduction of any trade discounts.

(iv) Interest income

Interest income from bank deposits is accrued on a time-apportioned basis by reference to the

principal outstanding and at the rate applicable.

(d) Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation and impairment losses (see note 1(i)). When

parts of an item of fixed asset have different useful lives, those components are accounted for as separate items

of fixed assets. The Group recognises in the carrying amount of an item of fixed assets the cost of replacing part

of such an item when that cost is incurred if it is probable that the future economic benefits embodied within the

item will flow to the Group and the cost of the item can be measured reliably. All other costs are recognised in

the income statement as an expense as incurred.
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Depreciation is calculated to write off the cost of fixed assets over their anticipated useful lives on a

straight-line basis as follows:

Land the remaining term of the lease

Building 20 years

Leasehold improvements lower of 3 years or the remaining term of the lease

Computer and office equipment 3–7 years

Motor vehicles 3 years

Furniture and fixtures 5 years

(e) Intangible assets

Expenditure on research activities, undertaken with the prospect of gaining new technical knowledge and

understanding, is recognised in the income statement as an expense as incurred.

Expenditure on development activities, whereby research findings are applied to a plan or design for the

production of new or substantially improved products and processes, is capitalised if the product or process is

technically and commercially feasible and the Group has sufficient resources to complete development.

The expenditure capitalised includes the cost of materials, direct labour and an appropriate proportion of

overheads. Other development expenditure is recognised in the income statement as an expense as incurred.

Capitalised development expenditure is stated at cost less accumulated amortisation and impairment losses (see

note 1(i)).

Subsequent expenditure on capitalised intangible assets is capitalised only when it increases the future

economic benefits embodied in the specific asset to which it relates. All other expenditure is expensed as

incurred.

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of

intangible assets unless such lives are indefinite. Intangible assets with an indefinite useful life are tested

systematically for impairment at each annual balance sheet date. Other intangible assets are amortised from the

date that they are available for use. The estimated useful life of capitalised development costs is 5 years.

(f) Subsidiaries

A subsidiary, in accordance with the Hong Kong Companies Ordinance, is a company in which the group,

directly or indirectly, holds more than half of the issued share capital, or controls more than half the voting

power, or controls the composition of the board of directors. Subsidiaries are considered to be controlled if the

company has the power, directly or indirectly, to govern the financial and operating policies, so as to obtain

benefits from their activities.

Intra-group balances and transactions, and any unrealised profits arising form intra-group transactions, are

eliminated in full in preparing the consolidated financial statements. Unrealised losses resulting from intra-group

transactions are eliminated in the same way as unrealised gains, but only to extent that there is no evidence of

impairment.

(g) Associates

An associate is an entity in which the Group has significant influence, but not control or joint control,

over its management, including participation in the financial and operating policy decisions. An investment in an

associate is accounted for under the equity method and is initially recorded at cost and adjusted thereafter for the

post acquisition change in the Group’s share of the associate’s net assets. The consolidated income statements

reflect the Group’s share of the post acquisition results of the associates including any impairment of goodwill

charged in accordance with note 1(h). When the group’s share of losses exceeds the carrying amount of the

associate, the carrying amount is reduced to nil and recognition of further losses is discontinued except to the

extent that the group has incurred obligations in respect of the associate.
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Unrealised profits and losses resulting from transactions between the group and its associates are

eliminated to the extent of the group’s interest in the associate, except where unrealised losses provide evidence

of an impairment of the asset transferred, in which case they are recognised immediately in the income

statement.

(h) Goodwill

Goodwill arising on consolidation represents the excess of the cost of the acquisition over the Group’s

share of the fair value of the identifiable assets and liabilities acquired. In respect of acquisitions prior to 1

January 2002, goodwill is included on the basis of its deemed cost, which represents the amount recorded under

previous GAAP. Goodwill is stated at cost less impairment losses (see note 1(i)). Goodwill is allocated to cash-

generating units and is no longer amortised but is tested annually for impairment (see note 1(i)). In respect of

associates, the carrying amount of goodwill is included in the carrying amount of the interest in associates.

Negative goodwill arising on an acquisition is recognised directly in the income statement.

(i) Impairment of assets

The carrying amounts of the Group’s assets, other than deferred tax assets (see note 1 (m)(iii)), are

reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such

indication exists, the asset’s recoverable amount is estimated.

For goodwill, intangible assets that have an indefinite useful life and intangible assets that are not yet

available for use, the recoverable amount is estimated at each balance sheet date.

An impairment loss is recognised wherever the carrying amount of an asset or its cash-generating unit

exceeds its recoverable amount. Impairment losses are recognised in the income statement unless the asset is

recorded at a revalued amount in which case it is treated as a revaluation decrease.

Impairment losses recognised in respect of cash-generating units are allocated first to reduce the carrying

amount of goodwill allocated to the cash-generating unit and then, to reduce the carrying amount of any goodwill

of other assets in the unit on a pro rata basis.

Goodwill was tested for impairment at 1 January 2002, the date of transition to HKFRSs, even though no

indication of impairment existed.

When a decline in the fair value of an available-for-sale financial asset has been recognised directly in

equity and there is objective evidence that the asset is impaired, the cumulative loss that had been recognised

directly in equity is recognised in the income statement even though the financial asset has not been

derecognised. The amount of the cumulative loss that is recognised in the income statement is the difference

between the acquisition cost and current fair value, less any impairment loss on that financial asset previously

recognised in the income statement.

(i) Calculation of recoverable amount

The recoverable amount of an asset is the greater of its net selling price and value in use. In

assessing value in use, the estimated future cash flows are discounted to their present value using a pre-

tax discount rate that reflects current market assessments of time value of money and the risks specific to

the asset. Where an asset does not generate cash inflows largely independent of those from other assets,

the recoverable amount is determined for the smallest group of assets that generates cash inflows

independently (i.e. a cash-generating unit). An impairment loss is recognised whenever the carrying

amount of an asset exceeds its recoverable amount.
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(ii) Reversal of impairment

An impairment loss in respect of an investment in an equity instrument classified as available-for-

sale is not reversed through the income statement. An impairment loss in respect of goodwill is not

reversed. In respect of other assets, an impairment loss is reversed if there has been a favourable change

in the estimates used to determine the recoverable amount.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed

the carrying amount that would have been determined, net of depreciation or amortisation, if no

impairment loss had been recognised.

(j) Investments

Investments in non-marketable equity securities whereby the Group does not have the ability to exercise

significant influence are stated at cost less provision for impairment losses. A provision is made where, in the

opinion of management, there is an other-than-temporary impairment in the value of an investment. The

provision is measured by the difference between the carrying value of the investment and the estimated fair value

of the investment at the date the other-than-temporary impairment is assessed.

In determining whether an impairment is other-than-temporary, the Group considers whether it has the

ability and intention to hold the investment until a market price recovery and whether evidence indicating the

cost of investment is recoverable outweighs evidence to the contrary. Evidence considered in this assessment

includes the reasons for the impairment, the severity and duration of the impairment, change in value subsequent

to year end, and forecasted performance of investee.

For debt securities, where the Group has the positive intent and ability to hold to maturity, they are stated

at amortised cost less impairment losses.

Realised gains and losses from the sale of investment securities are determined on a specific identification

basis.

(k) Leased assets

Leases of assets under which the lessee assumes substantially all the risks and benefits of ownership are

classified as finance leases. The owner-occupied property acquired by way of a finance lease is stated at an

amount equal to the lower of its fair value and the present value of the minimum lease payments at inception of

the lease, less accumulated depreciation (see note 1(d)) and impairment losses (see note 1(i)). Leases of assets

under which the lessor has not transferred all the risks and benefits of ownership are classified as operating

leases.

(i) Assets acquired under finance leases

Where the Group acquires the use of assets under finance leases, the amounts representing the fair

value of the leased assets, or, if lower, the present value of the minimum lease payments, of such assets

are included in fixed assets and the corresponding liabilities, net of finance charges, are recorded as

obligations under finance leases. Depreciation is provided at rates which write off the cost of the assets in

equal annual amounts over the term of the relevant lease or, where it is likely the Group will obtain

ownership of the asset, the life of the assets, as set out in note 1(d). Impairment losses are accounted for

in accordance with the accounting policy in note 1(i). Finance charges implicit in the lease payments are

charged to the consolidated income statements over the period of the leases so as to produce an

approximately constant periodic rate of charge on the remaining balance of the obligations for each

accounting period.

(ii) Operating lease charges

Where the Group has the use of assets under operating leases, payments made under the leases are

charged to the consolidated income statement in equal instalments over the accounting periods covered by

the lease term.
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(l) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Group has a legal or

constructive obligation arising as a result of a past event, it is probable that an outflow of economic benefits will

be required to settle the obligation and a reliable estimate can be made. Where the time value of money is

material, provisions are stated at the present value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be

estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of

economic benefits is remote. Possible obligations, whose existence will only be confirmed by the occurrence or

non-occurrence of one or more future events, are also disclosed as contingent liabilities unless the probability of

outflow of economic benefits is remote.

(m) Income tax

(i) Income tax for the year comprises current tax and movements in deferred tax assets and liabilities.

Current tax and movements in deferred tax assets and liabilities are recognised in the consolidated

income statement except to the extent that they relate to items recognised directly in equity, in

which case they are recognised in equity.

(ii) Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted

or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of

previous years.

(iii) Deferred tax assets and liabilities arise from deductible and taxable temporary differences

respectively, being the differences between the carrying amounts of assets and liabilities for

financial reporting purposes and their tax bases. Deferred tax assets also arise from unused tax

losses and unused tax credits.

All deferred tax liabilities, and all deferred tax assets to the extent that it is probable that future

taxable profits will be available against which the asset can be utilised, are recognised. Future

taxable profits that may support the recognition of deferred tax assets arising from deductible

temporary differences include those that will arise from the reversal of existing taxable temporary

differences, provided those differences relate to the same taxation authority and the same taxable

entity, and are expected to reverse either in the same period as the expected reversal of the

deductible temporary difference or in periods into which a tax loss arising from the deferred tax

asset can be carried back or forward. The same criteria are adopted when determining whether

existing taxable temporary differences support the recognition of deferred tax assets arising from

unused tax losses and credits, that is, those differences are taken into account if they relate to the

same taxation authority and the same taxable entity, and are expected to reverse in a period, or

periods, in which the tax loss or credit can be utilised.

The amount of deferred tax recognised is measured based on the expected manner of realisation or

settlement of the carrying amount of the assets and liabilities, using tax rates enacted or

substantively enacted at the balance sheet date. Deferred tax assets and liabilities are not

discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and is reduced

to the extent that it is no longer probable that sufficient taxable profit will be available to allow the

related tax benefit to be utilised. Any such reduction is reversed to the extent that it becomes

probable that sufficient taxable profit will be available.
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(iv) Current tax balances and deferred tax balances, and movements therein, are presented separately

from each other and are not offset. Current tax assets are offset against current tax liabilities, and

deferred tax assets against deferred tax liabilities, if, and only if, the Group has the legally

enforceable right to set off current tax assets against current tax liabilities and the following

additional conditions are met:

— in the case of current tax assets and liabilities, the Group intends either to settle on a net

basis, or to realise the asset and settle the liability simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the

same taxation authority on either:

— the same taxable entity; or

— different taxable entities, which, in each future period in which significant amounts of

deferred tax liabilities or assets are expected to be settled or recovered, intend to

realise the current tax assets and settle the current tax liabilities on a net basis or

realise and settle simultaneously.

(n) Employee benefits

(i) Salaries, annual bonuses, paid annual leave, leave passage and the cost to the Group of non-

monetary benefits are accrued in the year in which the associated services are rendered by

employees of the Group. Where payment or settlement is deferred and the effect would be material,

these amounts are stated at their present values.

(ii) Contributions to Mandatory Provident Funds as required under the Hong Kong Mandatory Provident

Fund Schemes Ordinance, are recognised as an expense in the consolidated income statement as

incurred, except to the extent that they are included in the cost of intangible assets not yet

recognised as an expense.

(iii) Termination benefits are recognised when the Group demonstrably commits itself to terminate

employment or to provide benefits as a result of voluntary redundancy by having a detailed formal

plan which is without realistic possibility of withdrawal.

(iv) The fair value of share options granted to employees of the Company to acquire shares of the

Company is recognised as an employee expense with a corresponding increase in liabilities. The

fair value is initially measured at grant date and spread over the period during which the employees

become unconditionally entitled to the options. The fair value of the options granted is measured

based on the Black-Scholes formula, taking into account the terms and conditions upon which the

instruments were granted. The liability is remeasured at each balance sheet date and at settlement

date. Any changes in the fair value of the liability are recognised in the income statement.

(o) Translation of foreign currencies

Foreign currency transactions are translated into Hong Kong dollars at the exchange rates ruling at the

transaction dates. Monetary assets and liabilities denominated in foreign currencies are translated into Hong

Kong dollars at the exchange rates ruling at the balance sheet date. Exchange gains and losses on foreign

currency translation are dealt with in the consolidated income statement.

The results of foreign enterprises are translated into Hong Kong dollars at the average exchange rates for

the year, balance sheet items are translated into Hong Kong dollars at the rates of exchange ruling at the balance

sheet date. The resulting exchange differences are dealt with as a movement in reserves.

On disposal of a foreign enterprise, the cumulative amount of the exchange differences which relate to

that foreign enterprise is included in the calculation of the profit or loss on disposal.
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(p) Related parties

For the purposes of this report, parties are considered to be related to the Group if the Group has the

ability, directly or indirectly, to control the party or exercise significant influence over the party in making

financial and operating decisions, or vice versa, or where the Group and the party are subject to common control

or common significant influence. Related parties may be individuals or other entities.

(q) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other

financial institutions, and short-term, highly liquid investments that are readily convertible to known amounts of

cash and which are subject to an insignificant risk of changes in value, having been within three months of

maturity at acquisition.

(r) Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing products or

services (business segment), or in providing products or services within a particular economic environment

(geographical segment), which is subject to risks and rewards that are different from those of other segments.

Segment revenue, expenses, results, assets and liabilities include items directly attributable to a segment

as well as those that can be allocated on a reasonable basis to that segment. Segment capital expenditure is the

total cost incurred during the period to acquire segment assets (both tangible and intangible) that are expected to

be used for more than one period.

2. Turnover

Turnover represents the value of services provided and goods supplied to customers. The amount of each

significant category of revenue recognised in turnover is as follows:

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Transaction and handling fees 270,640 275,420 253,042 68,410 78,063

Annual subscription and registration fees 25,274 24,482 19,799 6,404 6,572

Training income 924 567 329 44 119

Sales of software and related installation 458 246 182 21 71

Others 5,452 7,766 6,354 894 1,967

302,748 308,481 279,706 75,773 86,792

3. Segmental reporting

No segment information is presented in respect of the Group’s business and geographical segments. Throughout

the relevant periods, the Group has been operating in a single business and geographical segment, i.e. the operation of

electronic trading services in Hong Kong.
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4. Other net income/(loss)

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Gain on disposal of listed US Treasury Bonds 5,029 — — — —

(Loss)/gain on disposal of fixed assets (34) 34 (4,266) — (1)

4,995 34 (4,266) — (1)

5. Profit from ordinary activities before taxation

Profit from ordinary activities before taxation is arrived at after charging:

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

(i) Finance costs:

Finance charges on obligations under

finance leases 41 21 3 — 3

(ii) Other items:

Auditors’ remuneration 116 115 111 64 43

Contributions to staff retirement

scheme 2,704 1,944 2,258 812 858

Operating lease charges in respect of

properties 3,647 3,670 2,943 1,095 1,127

Write-off of positive goodwill included

in share of net losses of associates — 3,034 — — —

6. Sale of assets and liabilities of a subsidiary

On 31 October 2004, the Group sold the assets and liabilities and business of Guangzhou Tradelink (Panyu)

Software Development Limited and recorded a loss on disposal of approximately HK$55,000.
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7. Directors’ remuneration

Details of directors’ remuneration pursuant to section 161 of the Hong Kong Companies Ordinance are as

follows:

Fee

Basic salary,

allowances

and other

benefits

Contributions

to retirement

schemes Bonus Total

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

Year ended 31 December 2002

Executive Director

Kwok-hung Yue* — 2,550 12 1,312 3,874
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Non-executive Directors

Harry Nai-shee Lee* 19 — — — 19

Jackson Chik-sum Ng* 17 — — — 17

David Shin-on Chow — — — — —

Hubert Chak* 4 — — — 4

Patrick Kam-chan Kan 23 — — — 23

Andy Chia-chen Bien — — — — —

Tze-man Ying* 19 — — — 19

James Steed Tsien 2 — — — 2

Eden Yi-teng Woon 19 — — — 19

Yiu Sing Cheung* 4 — — — 4

Martin Cubbon 2 — — — 2

Maggie Man-ching Leung 13 — — — 13

Wei Jiang 2 — — — 2

Anthony Chung-ming Sinn 19 — — — 19

Andrew Kwan-yuen Leung 17 — — — 17

Man Chung Yuen 15 — — — 15

Richard Jason Llyod Yorke 8 — — — 8

Alan Yu-bun Siu 6 — — — 6

Joseph Yee-tak Lai 13 — — — 13

Wong Che Yuen 8 — — — 8

Alan Wilkinson 15 — — — 15

Chung Yee Yue 13 — — — 13

Kelvin Chi-ming Ho 2 — — — 2

Hon Wah Siu 11 — — — 11

Maria Shook-fun Lam 4 — — — 4

Joshua Chi-kong Law 6 — — — 6

Suen Wai Ho 4 — — — 4

Paul Tam 2 — — — 2

Chau Tak Hay 6 — — — 6

Carrie Ka Lai Yau Tsang 2 — — — 2

Da Costa Victoria Davies — — — — —

Patrick Man-kit Chung — — — — —

Marcus Chiu-wing Mok — — — — —

Annie Yuen-ching Lai 2 — — — 2

Total 277 2,550 12 1,312 4,151

* These directors will continue to be in office after the listing of the Company’s Shares on the Stock Exchange.
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Fee

Basic salary,

allowances

and other

benefits

Contributions

to retirement

schemes Bonus Total

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

Year ended 31 December 2003

Executive Director

Kwok-hung Yue* — 2,550 12 1,287 3,849
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Non-executive Directors

Harry Nai-shee Lee* 15 — — — 15

Jackson Chik-sum Ng* 13 — — — 13

David Shin-on Chow — — — — —

Hubert Chak* 13 — — — 13

Patrick Kam-chan Kan 13 — — — 13

Andy Chia-chen Bien 2 — — — 2

Tze Man Ying* 11 — — — 11

James Steed Tsien — — — — —

Eden Yi-teng Woon 4 — — — 4

Yiu Sing Cheung* 11 — — — 11

Martin Cubbon 13 — — — 13

Maggie Man-ching Leung 2 — — — 2

Wei Jiang — — — — —

Anthony Chung-ming Sinn 13 — — — 13

Andrew Kwan-yuen Leung 10 — — — 10

Kui Yin Mak 2 — — — 2

Man Chung Yuen 13 — — — 13

Kin Ming Chui 2 — — — 2

Richard Jason Llyod Yorke 8 — — — 8

Stuart Kennedy Nivison — — — — —

Betty Suk-yee Ching 2 — — — 2

Alan Yu-bun Siu 4 — — — 4

Cheuk Man Leung 2 — — — 2

Joseph Yee-tak Lai — — — — —

Wong Che Yuen — — — — —

Alan Wilkinson 6 — — — 6

Chung Yee Yue 10 — — — 10

Kelvin Chi-ming Ho 6 — — — 6

Suen Wai Ho — — — — —

Da Costa Victoria Davies — — — — —

Patrick Man-kit Chung — — — — —

Total 175 2,550 12 1,287 4,024

* These directors will continue to be in office after the listing of the Company’s Shares on the Stock Exchange.
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Fee

Basic salary,

allowances

and other

benefits

Contributions

to retirement

schemes Bonus Total

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

Year ended 31 December 2004

Executive Director

Kwok-hung Yue* — 2,550 12 1,451 4,013
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Non-executive Directors

Harry Nai-shee Lee* 15 — — — 15

Jackson Chik-sum Ng* 8 — — — 8

David Shin-on Chow — — — — —

Hubert Chak* 13 — — — 13

Patrick Kam-chan Kan 11 — — — 11

Andy Chia-chen Bien 2 — — — 2

Tze-man Ying* 9 — — — 9

James Steed Tsien 2 — — — 2

Eden Yi-teng Woon — — — — —

Yiu Sing Cheung* 15 — — — 15

Martin Cubbon 6 — — — 6

Maggie Man-ching Leung 4 — — — 4

Wei Jiang — — — — —

Anthony Chung-ming Sinn 8 — — — 8

Andrew Kwan-yuen Leung 6 — — — 6

Kui Yin Mak 6 — — — 6

Man Chung Yuen — — — — —

Kin Ming Chui 2 — — — 2

Richard Jason Llyod Yorke 2 — — — 2

Stuart Kennedy Nivison 4 — — — 4

Betty Suk-yee Ching — — — — —

Cheuk Man Leung — — — — —

Man Tat Siu 13 — — — 13

Alistair Currie* 6 — — — 6

Chung Yee Yue — — — — —

Kelvin Chi-ming Ho — — — — —

Suen Wai Ho — — — — —

Total 132 2,550 12 1,451 4,145

* These directors will continue to be in office after the listing of the Company’s Shares on the Stock Exchange.
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Fee

Basic salary,

allowances

and other

benefits

Contributions

to retirement

schemes Bonus Total

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

Four months ended 30 April

2005

Executive Director

Kwok-hung Yue* — 850 4 1,994 2,848
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Non-executive Directors

Harry Nai-shee Lee* 7 — — — 7

Jackson Chik-sum Ng* 7 — — — 7

David Shin-on Chow — — — — —

Hubert Chak* 7 — — — 7

Patrick Kam-chan Kan 6 — — — 6

Andy Chia-chen Bien — — — — —

Tze-man Ying* 4 — — — 4

James Steed Tsien — — — — —

Yiu Sing Cheung* 6 — — — 6

Martin Cubbon 2 — — — 2

Maggie Man-ching Leung — — — — —

Wei Jiang — — — — —

Anthony Chung-ming Sinn 6 — — — 6

Andrew Kwan-yuen Leung 2 — — — 2

Kui Yin Mak 4 — — — 4

Man Chung Yuen — — — — —

Richard Jason Llyod Yorke — — — — —

Stuart Kennedy Nivison 2 — — — 2

Man Tat Siu 4 — — — 4

Alistair Currie* 4 — — — 4

David Kam-kuen Lau* 2 — — — 2

Total 63 850 4 1,994 2,911

* These directors will continue to be in office after the listing of the Company’s Shares on the Stock Exchange.
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Fee

Basic salary,

allowances

and other

benefits

Contributions

to retirement

schemes Bonus Total

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

Four months ended 30 April

2004 (unaudited)

Executive Director

Kwok-hung Yue* — 850 4 1,451 2,305
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Non-executive Directors

Harry Nai-shee Lee* 5 — — — 5

Jackson Chik-sum Ng* 2 — — — 2

David Shin-on Chow — — — — —

Hubert Chak* 5 — — — 5

Patrick Kam-chan Kan 4 — — — 4

Andy Chia-chen Bien — — — — —

Tze-man Ying* 4 — — — 4

James Steed Tsien — — — — —

Eden Yi-teng Woon — — — — —

Yiu Sing Cheung* 4 — — — 4

Martin Cubbon 2 — — — 2

Maggie Man-ching Leung 2 — — — 2

Wei Jiang — — — — —

Anthony Chung-ming Sinn — — — — —

Andrew Kwan-yuen Leung 2 — — — 2

Kui Yin Mak 2 — — — 2

Man Chung Yuen — — — — —

Kin Ming Chui 2 — — — 2

Richard Jason Llyod Yorke 2 — — — 2

Stuart Kennedy Nivison 2 — — — 2

Betty Suk-yee Ching — —

Cheuk Man Leung — — — — —

Man Tat Siu 2 — — — 2

Alistair Currie* — — — — —

Chung Yee Yue — — — — —

Kelvin Chi-ming Ho — — — — —

Suen Wai Ho — — — — —

Total 40 850 4 1,451 2,345

* These directors will continue to be in office after the listing of the Company’s Shares on the Stock Exchange.

APPENDIX I ACCOUNTANTS’ REPORT

— I-23 —



An analysis of the directors’ emoluments by number of directors and emolument ranges is as follows:

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

(unaudited)

HK$Nil – HK$1,000,000 34 31 27 21 27

HK$2,000,001 – HK$2,500,000 — — — — 1

HK$2,500,001 – HK$3,000,000 — — — 1 —

HK$3,500,001 – HK$4,000,000 1 1 — — —

HK$4,000,001 – HK$4,500,000 — — 1 — —

The above emoluments exclude the value of share options granted to a director under the company’s share option

scheme. Details of the share option scheme are disclosed in note 22.

There was no inducement, compensation or waiver of any emoluments by the Directors during the relevant

periods as an inducement to join or as compensation for loss of office. The fees paid to the directors are attributable to

services the directors rendered on behalf of the shareholders appointing the directors.

Save as disclosed herein, no remuneration has been paid or is payable in respect of the relevant periods by the

Group to the directors of the company.

8. Senior management remuneration

The five individuals with highest emoluments of the Group include one director of the Company during the years

ended 31 December 2002, 2003 and 2004 and the four months ended 30 April 2005 whose emoluments are disclosed in

note 7. The aggregate of the emoluments in respect of the remaining individuals are as follows:

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Salaries, allowances and benefits in kind 6,583 5,310 5,271 1,832 1,746

Retirement benefits 48 44 48 16 16

Bonuses 1,524 937 670 813 670

8,155 6,291 5,989 2,661 2,432

An analysis of the remaining senior management’s emoluments by number of employees and emolument ranges

is as follows:

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

(unaudited)

HK$500,001 – HK$1,000,000 — — — 4 4

HK$1,000,001 – HK$1,500,000 — 1 2 — —

HK$1,500,001 – HK$2,000,000 3 3 2 — —

HK$2,000,001 – HK$2,500,000 1 — — — —

There was no inducement, compensation or waiver of any emoluments by senior management during the relevant

periods as an inducement to join or as compensation for loss of office.

APPENDIX I ACCOUNTANTS’ REPORT

— I-24 —



9. Taxation

(a) Taxation in the consolidated income statements represents:

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Hong Kong profits tax for the year 3,038 28,259 23,985 5,510 7,373

Overseas tax paid — 31 32 — 9

Deferred taxation (note 9(d)) 19,309 (4,489) (3,431) 111 (873)

22,347 23,801 20,586 5,621 6,509

In March 2003, the Government of the Hong Kong Special Administrative Region (‘‘the Government’’)

announced an increase in the Profits Tax rate applicable to the Group’s operations in Hong Kong from 16% to

17.5%. This increase is taken into account in the preparation of the Group’s financial statements for the relevant

periods. Taxation for the overseas subsidiaries is charged at the appropriate current rates of taxation ruling in the

relevant countries.

(b) Reconciliation between tax expense and accounting profit at applicable tax rates:

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Profit before tax 136,512 121,499 83,554 35,224 36,928

Notional tax on profit before tax,

calculated at the rates applicable to

profits in the countries concerned 21,842 21,262 14,622 6,164 6,462

Tax effect of non-deductible expenses 542 1,474 6,855 66 77

Tax effect of non-taxable revenue (1,075) (702) (891) (609) (30)

Tax effect of temporary differences not

recognised 1,038 747 — — —

Effect on opening deferred tax balance

resulting from an increase in tax rate

during the year — 1,020 — — —

Actual tax expense 22,347 23,801 20,586 5,621 6,509
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(c) Taxation in the balance sheets represents:

Year ended 31 December

As at

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Provision for Hong Kong

Profits Tax for the year 3,037 28,259 23,985 5,510

Provisional Profits Tax paid — (18,679) (20,934) (3,928)

3,037 9,580 3,051 1,582

Balance of Profits Tax provision relating to

prior years — 457 797 797

3,037 10,037 3,848 2,379

(d) Deferred tax assets and liabilities recognised:

The components of deferred tax (assets)/liabilities recognised in the consolidated balance sheets and the

movements during the year/period are as follows:

As at 31 December

As at

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

At the beginning of the year/period (8,424) 10,885 6,396 2,965

Charged/(credited) to the consolidated income

statement 19,309 (4,489) (3,431) 111

At the end of the year/period 10,885 6,396 2,965 3,076

Deferred tax (assets) and liabilities recognised.

As at 31 December

As at

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Depreciation allowances in excess of related

depreciation 11,731 7,234 3,604 6,557

Tax losses (846) (400) (201) (3,043)

Provisions — (438) (438) (438)

10,885 6,396 2,965 3,076
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10. Dividends

Dividends attributable to the year/period

Year ended 31 December

Four months ended

30 April

2002 2003 2004 2005 2004

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

(unaudited)

Interim dividend declared 24,457 47,475 38,267 — —

Final dividend proposed after the balance

sheet date 5,754 30,211 11,509 — —

30,211 77,686 49,776 — —

The final dividend proposed after the balance sheet date has not been recognised as a liability at the balance

sheet date.

11. Basic earnings per share

The earnings per share for each of the years ended 31 December 2002, 2003 and 2004 and the four months ended

30 April 2004 and 2005 is calculated based on the profit attributable to the equity holders of the parent during the

relevant periods and 1,438,625,000 shares in issue as at the date of the Prospectus, as if the shares were outstanding

throughout the entire relevant periods.

There were no dilutive potential ordinary shares during the relevant period and, therefore, diluted earnings per

share are not presented.
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12. Fixed assets

Building

Leasehold

improvements

Computer

and office

equipment

Motor

vehicles

Furniture

and fixtures Total

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

Cost

At 1 January 2002 — 15,845 213,010 229 3,188 232,272

Additions — 240 25,242 350 76 25,908

Disposal/written off — — (814) — — (814)

At 31 December 2002 — 16,085 237,438 579 3,264 257,366
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

At 1 January 2003 — 16,085 237,438 579 3,264 257,366

Additions — 331 12,705 — 58 13,094

Disposals/write-off — (200) (2,838) (229) (68) (3,335)

At 31 December 2003 — 16,216 247,305 350 3,254 267,125
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

At 1 January 2004 — 16,216 247,305 350 3,254 267,125

Additions — 235 7,858 — 25 8,118

Disposals/write-off — — (31,514) — (114) (31,628)

Disposal of subsidiary — (93) (412) — (38) (543)

At 31 December 2004 — 16,358 223,237 350 3,127 243,072
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

At 1 January 2005 — 16,358 223,237 350 3,127 243,072

Additions 33,250 — 15,441 — — 48,691

Disposals/write-off — — — — — —

At 30 April 2005 33,250 16,358 238,678 350 3,127 291,763
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
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Building

Leasehold

improvements

Computer

and office

equipment

Motor

vehicles

Furniture

and fixtures Total

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

Accumulated

depreciation

At 1 January 2002 — 13,506 125,538 229 2,203 141,476

Charge for the year — 2,524 36,813 10 448 39,795

Written back on

disposals/write-off — — (780) — — (780)

At 31 December 2002 — 16,030 161,571 239 2,651 180,491
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

At 1 January 2003 — 16,030 161,571 239 2,651 180,491

Charge for the year — 135 40,323 117 261 40,836

Written back on

disposals/write-off — (200) (2,781) (229) (51) (3,261)

At 31 December 2003 — 15,965 199,113 127 2,861 218,066
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

At 1 January 2004 — 15,965 199,113 127 2,861 218,066

Charge for the year — 235 24,973 116 177 25,501

Written back on disposal/

write-off — — (27,254) — (109) (27,363)

Written back on disposal

of subsidiary — (93) (359) — (30) (482)

At 31 December 2004 — 16,107 196,473 243 2,899 215,722
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

At 1 January 2005 — 16,107 196,473 243 2,899 215,722

Charge for the period 139 88 4,440 39 48 4,754

Written back on

disposals/write-off — — — — — —

At 30 April 2005 139 16,195 200,913 282 2,947 220,476
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Carrying amount

At 31 December 2002 — 55 75,867 340 613 76,875

At 31 December 2003 — 251 48,192 223 393 49,059

At 31 December 2004 — 251 26,764 107 228 27,350

At 30 April 2005 33,111 163 37,765 68 180 71,287

The net book value of computer and office equipment held under finance leases of the Group was HK$1,798,000

at 31 December 2002, HK$534,000 at 31 December 2003 and HK$Nil at 31 December 2004 and 30 April 2005.
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13. Interest in leasehold land held for own use

Leasehold land in Hong Kong

HK$’000

Cost:

At 31 December 2002, 2003, 2004 and 1 January 2005 —

Addition 6,018

At 30 April 2005 6,018

Accumulated depreciation:

At 31 December 2002, 2003, 2004 and 1 January 2005 —

Charge for the period 12

At 30 April 2005 12

Carrying amount:

At 31 December 2002, 2003 and 2004 —

At 30 April 2005 6,006

14. Capitalised development costs

Capitalised development costs

HK$’000

Cost and Carrying amount:

At 31 December 2002, 2003, 2004 and 1 January 2005 —

Addition through internal development 3,998

At 30 April 2005 3,998

The capitalised development costs represent the expenditure for development of the digital trade and

transportation network platform by a subsidiary of the Group. No amortisation is charged for the relevant periods as

the asset is under development and not yet available for use.

15. Interest in associates

As at 31 December

As at

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Share of net assets 1,235 — — —

Goodwill 3,034 — — —

Loan to an associate (see note 26(b)) 1,900 1,900 1,900 1,900

Provision for loan — (1,900) (1,900) (1,900)

6,169 — — —

Goodwill was written-off due to impairment for the year ended 31 December 2003, as the directors consider that

the recoverable amount was HK$Nil.
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The following list contains the particulars of associates, all of which are unlisted corporate entities:

Name of associate

Place of

incorporation

Particulars of issued

and paid up capital

Percentage

of Group’s

effective interest Principal activity

i-LegalService Limited Hong Kong 5,034,962 ordinary

shares of HK$1 each

35% Provision of online

legal services

KAZ Computer Services

Hongkong Limited

Hong Kong 100 ordinary shares of

HK$1 each

25% Provision of data

centre services

Pan Asian E-Commerce

Alliance Services

Limited

Hong Kong 4 ordinary shares of

HK$1 each

20% Provision of

secretariat and

administrative

services

Pan Asian e-Commerce

Alliance Trade Services

Limited

British Virgin

Islands

10 ordinary shares of

US$1 each

20% Management of Pan

Asian Alliance

trade services

Pan Asian Certificate Policy

Authority Limited

British Virgin

Island

10 ordinary shares of

US$1 each

20% Management of Pan

Asian Alliance

public key

infrastructure

16. Investment securities

As at 31 December

As at

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Unlisted equity securities in Hong Kong, at cost 7,500 27,500 57,500 57,500

Less: impairment — (7,500) (47,500) (47,500)

7,500 20,000 10,000 10,000

The investment securities held by the Group represented unquoted equity securities carried at cost. The fair value

of the equity securities cannot be measured reliably.

17. Trade receivables

Credit terms granted by the Group to customers generally range from one week to one month. An ageing analysis

of trade receivables, based on the invoice date is as follow:

As at 31 December

As at

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Current 16,873 21,050 20,072 17,985

Over 1 Month but less than 3 months 160 99 164 147

Over 3 months but less than one year 15 10 6 81

17,048 21,159 20,242 18,213

All the above balances are expected to be recovered within one year and they are generally covered by customer

deposits received from customers (see note 18(ii)).
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18. Trade creditors, accounts payable and other payables

As at 31 December

As at

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Trade creditors (note (i)) 7,150 8,546 8,142 9,176

Customer deposits received (note (ii)) 153,101 161,940 168,862 166,913

Accounts payable within one year (note (iii)) 6,890 — — —

Accrued charges and other payables 46,554 43,222 41,571 53,013

213,695 213,708 218,575 229,102

(i) The credit terms obtained by the Group are generally about one month. An ageing analysis of trade

creditors is as follow:

As at 31 December

As at

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Due within one month or on demand 7,150 8,546 8,142 9,176

(ii) Deposits received are monies received from customers before they are allowed to make trade transactions

through the use of the Group’s systems. Generally, customers are only allowed to incur transaction

charges up to the amount deposited with the Group. Deposits are refundable to customers on demand.

(iii) At 31 December 2002, the Group had an outstanding balance HK$6,890,000 in respect of an unsecured

and interest free credit facility provided by a creditor relating to the costs of developing the Group’s

Community Electronic Trading Service (‘‘CETS’’) system during 1994–1997. Fixed annual payments were

made from 1997 and the amount payable had a repayment period of seven years, which ended in 2003.

All other balances are expected to be settled within one year.

19. Obligations under finance leases

Finance lease liabilities were repayable as follow:

As at 31 December

As at

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Within one year 144 67 — —

In the second year 67 — — —

211 67 — —

Future interest expense on finance leases 25 3 — —

Present value of finance lease liabilities 236 70 — —

The present value of finance lease liabilities is as follow:

Within one year 166 70 — —

In the second year 70 — — —

236 70 — —
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20. Provision for termination costs and long service payments

At 31 December At 30 April

2002 2003 2004 2005 2004

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

(unaudited)

At the beginning of the year/period 13,228 1,407 2,239 2,740 2,239

Utilised/released (399) (746) (250) (579) (17)

Provisions charged to the consolidated income

statement — 1,578 751 654 93

Reversal of provision (see note below) (11,422) — — — —

At the end of the year/period 1,407 2,239 2,740 2,815 2,315

Under an Operating Agreement entered into with the Hong Kong Government (the ‘‘Government’’) in 1994, the

Group provided CETS for various official trade-related documents under an exclusive franchise. This exclusive

franchise expired on 31 December 2003 at which time the Group was required to transfer at zero cost all assets relating

to the exclusive services to the Government. Accordingly, for the periods to 31 December 2001, provisions were made

for termination costs and long service payments given that the Group was required to cease its franchised operations at

31 December 2003.

In July 2002, a new agreement was reached with the Government whereby the Group would continue to provide

the above services on a non-exclusive basis from 1 January 2004. As a result, no termination costs are expected in the

foreseeable future and the long service payments provision has been reduced. Accordingly, the termination costs and

part of the long service payments provision were written back to the consolidated income statement during the year

ended 31 December 2002.

21. Share capital

At 31 December At 30 April

2002 2003 2004 2005 2004

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

(unaudited)

Authorised:

2,500 million ordinary shares of $0.1 each 250,000 250,000 250,000 250,000 250,000

Issued and fully paid:

1,438,625,000 ordinary shares of $0.1 each 143,863 143,863 143,863 143,863 143,863

22. Share option scheme

The Company adopted a share option scheme whereby the directors are authorised to invite employees of the

Company, including its directors, to take up options to subscribe for shares in the Company. The maximum number of

shares in respect of which options may be granted under the share option scheme may not exceed 10% of the issued

share capital of the company as at the date of approval of the scheme, excluding any options which have lapsed in

accordance with the terms of the scheme.

The exercise price per share for the options is at the lower of HK$0.9 per share and 80% of the issue price of the

shares upon the listing of the Company’s shares on The Stock Exchange of Hong Kong Limited.

The share options can only be exercised after 12 months (25%), 24 months (60%) and 36 months (100%)

respectively from the commencement of the trading of the Company’s shares on The Stock Exchange of Hong Kong

Limited, and have a duration of 10 years from the date on which the grant was made.
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At 31 December 2002, 2003 and 2004 and the four months ended 2004 and 2005, the director and employees of

the Company had the following interests in options to subscribe for ordinary shares of the Company granted at nominal

consideration of HK$1 per grant under the share option scheme. Each option gives the holder the right to subscribe for

one share. Details of the options granted are as follow:

Number of share options

Date granted Exercisable period

Balance at

1 January

Granted

during the

year/period

Lapsed upon

termination

of

employment

Balance at

31 December/

30 April

Year ended 2002

Director

24 November 2000 24 November 2010 3,525,000 — — 3,525,000

13 December 2001 13 December 2011 3,525,000 — — 3,525,000

7,050,000 — — 7,050,000
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Employees

2000 2010 10,830,000 — 2,130,000 8,700,000

2001 2011 11,390,000 — 2,050,000 9,340,000

2002 2012 — 2,220,000 — 2,220,000

22,220,000 2,220,000 4,180,000 20,260,000
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

29,270,000 2,220,000 4,180,000 27,310,000

Year ended 2003

Director

24 November 2000 24 November 2010 3,525,000 — — 3,525,000

13 December 2001 13 December 2011 3,525,000 — — 3,525,000

7,050,000 — — 7,050,000
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Employees

2000 2010 8,700,000 — 1,690,000 7,010,000

2001 2011 9,340,000 — 1,950,000 7,390,000

2002 2012 2,220,000 — — 2,220,000

2003 2013 — 1,140,000 — 1,140,000

20,260,000 1,140,000 3,640,000 17,760,000
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

27,310,000 1,140,000 3,640,000 24,810,000
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Number of share options

Date granted Exercisable period

Balance at

1 January

Granted

during the

year/period

Lapsed upon

termination

of

employment

Balance at

31 December/

30 April

Year ended 2004

Director

24 November 2000 24 November 2010 3,525,000 — — 3,525,000

13 December 2001 13 December 2011 3,525,000 — — 3,525,000

7,050,000 — — 7,050,000
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Employees

2000 2010 7,010,000 — 210,000 6,800,000

2001 2011 7,390,000 — 260,000 7,130,000

2002 2012 2,220,000 — 160,000 2,060,000

2003 2013 1,140,000 — 160,000 980,000

2004 2014 — 690,000 80,000 610,000

17,760,000 690,000 870,000 17,580,000
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

24,810,000 690,000 870,000 24,630,000

Four months ended

30 April 2005

Director

24 November 2000 24 November 2010 3,525,000 — — 3,525,000

13 December 2001 13 December 2011 3,525,000 — — 3,525,000

7,050,000 — — 7,050,000
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Employees

2000 2010 6,800,000 — 320,000 6,480,000

2001 2011 7,130,000 — 370,000 6,760,000

2002 2012 2,060,000 — 130,000 1,930,000

2003 2013 980,000 — 130,000 850,000

2004 2014 610,000 — 80,000 530,000

17,580,000 — 1,030,000 16,550,000
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

24,630,000 — 1,030,000 23,600,000

Four months ended

30 April 2004

Director

24 November 2000 24 November 2010 3,525,000 — — 3,525,000

13 December 2001 13 December 2011 3,525,000 — — 3,525,000

7,050,000 — — 7,050,000
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Employees

2000 2010 7,010,000 — 130,000 6,880,000

2001 2011 7,390,000 — 130,000 7,260,000

2002 2012 2,220,000 — 80,000 2,140,000

2003 2013 1,140,000 — 80,000 1,060,000

2004 2014 — 80,000 80,000 —

17,760,000 80,000 500,000 17,340,000
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

24,810,000 80,000 500,000 24,390,000
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As at 31 December

As at

30 April

2002 2003 2004 2005

HK$ HK$ HK$ HK$

Fair value at measurement date 0.10 0.10 0.10 0.10

Share price 0.69 0.69 0.69 0.69

Exercise price 0.56 0.56 0.56 0.56

Expected volatility (expressed as weighted average

volatility used in the modelling under Black-Scholes

formula) 20% 20% 20% 20%

Option life (expressed as weighted average life used in the

modelling under Black-Scholes formula) 10 years 10 years 10 years 10 years

Expected dividends 6% 6% 6% 6%

Risk-free interest rate (based on US Treasury Bond rate) 4.25% 4.25% 4.25% 4.25%

The expected volatility is based on the historical volatility (calculated based on the weighted average remaining

life of the share options). The Group recognised expenses for share options of HK$Nil, HK$10,000, HK$25,000,

HK$7,000 and HK$13,000 for the years ended 31 December 2002, 2003 and 2004 and four-month periods ended 30

April 2004 and 2005.

23. Reserves

Share

premium

(Accumulated

losses)/

retained

earnings Total

HK$’000 HK$’000 HK$’000

At 1 January 2002 70,040 (83,648) (13,608)

Profit for the year — 114,165 114,165

Interim dividend paid — (24,457) (24,457)

At 31 December 2002 70,040 6,060 76,100

At 1 January 2003 70,040 6,060 76,100

Profit for the year — 97,698 97,698

Last year’s final dividend paid — (5,754) (5,754)

Interim dividend paid — (47,475) (47,475)

At 31 December 2003 70,040 50,529 120,569

At 1 January 2004 70,040 50,529 120,569

Profit for the year — 62,968 62,968

Last year’s final dividend paid — (30,211) (30,211)

Interim dividend paid — (38,267) (38,267)

At 31 December 2004 70,040 45,019 115,059

At 1 January 2005 70,040 45,019 115,059

Profit for the period — 29,603 29,603

Last year’s final dividend paid — (11,509) (11,509)

At 30 April 2005 70,040 63,113 133,153

At 1 January 2004 70,040 50,529 120,569

Profit for the period — 30,419 30,419

Last year’s final dividend paid — (30,211) (30,211)

At 30 April 2004 (Unaudited) 70,040 50,737 120,777
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Retained profits consisted of:

As at 31 December As at 30 April

2002 2003 2004 2005 2004

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

(unaudited)

Company and subsidiaries 112,499 91,684 62,968 29,603 30,419

Associates 1,666 6,014 — — —

114,165 97,698 62,968 29,603 30,419

The application of the share premium account is governed by Section 48B of the Hong Kong Companies

Ordinance.

24. Retirement benefits

The Group operates a Mandatory Provident Fund Scheme (‘‘the MPF scheme’’) under the Hong Kong Mandatory

Provident Fund Scheme Ordinance for employees employed under the jurisdiction of the Hong Kong Employment

Ordinance. The MPF scheme is a defined contribution retirement scheme administered by independent trustees. Under

the MPF scheme, the employer and its employees are each required to make contributions to the scheme at 5 per cent.

of the employees’ relevant income, subject to a cap of monthly relevant income of HK$20,000. Contributions to the

scheme vest immediately.

25. Commitments and contingencies

(a) Capital commitments

Capital commitments outstanding at the end of the relevant periods not provided for in the Financial

Information were as follows:

At 31 December

At

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Contracted for 3,924 — 35,472 44,595

(b) Operating leases

The total future minimum lease payments under non-cancellable operating leases in respect of property

rentals are payable as follows:

At 31 December

At

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Within one year 3,296 2,987 2,231 1,233

After one year but within five years 4,797 1,986 63 —

8,093 4,973 2,294 1,233

The Group leases a number of properties under operating leases. The leases typically run for an initial

period of one to three years, with an option to renew the lease when all terms are renegotiated. None of the

leases includes contingent rentals.
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(c) Investment commitment

At 31 December

At

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Authorised and contracted for

— Capital injection for an investment in unlisted

investment securities — 30,000 — —

26. Related party transactions

During the relevant periods, transactions with the following parties are considered as related party transactions.

Name of party Relationship

Financial Secretary Incorporated (‘‘FSI’’) Controlling shareholder of the Company

KAZ Computer Services Hongkong Ltd

(‘‘KAZ Hong Kong’’)

Associate

Systech On-Line Limited (‘‘SOLL’’) Investment

Particulars of significant transactions between the Group and the above related parties during the Relevant

Periods are as follows:

(a) Recurring transactions

Year ended

31 December

Four months ended

30 April

2002 2003 2004 2004 2005

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

(unaudited)

Facilities management expenses &

consultancy expenses paid to

KAZ Hong Kong(iv) 3,796 8,117 9,514 2,712 2,885

Shares in the Company representing approximately 42.49% of the Company’s issued share capital are

assets of the Government of the Hong Kong Special Administrative Region of the People’s Republic of China

(‘‘Government’’) held in the name of FSI. Accordingly, the Government is the controlling shareholder of the

Group. Transactions between the Group and the Government departments or agencies or FSI, other than those

transactions that arise in the normal dealings between the Government and the Group (such as payments of taxes,

leases, rates, etc), are considered to be related party transactions.

Material related party transactions entered into by the Group include:

(i) Under a CETS agreement and an operating agreement entered into with the Government in 1992

and 1994 respectively, the Group provided CETS services for various official trade-related

documents under an exclusive franchise. This exclusive franchise expired on 31 December 2003.

In July 2002, the Group signed a memorandum of agreement with the Government to continue to

provide electronic services on a non-exclusive basis for certain official trade-related documents

from 1 January 2004 on such terms and conditions as may be agreed between the Company and the

Government.

As part of this agreement, the Group has agreed to freeze its exclusive services transaction fee for

2003 and 2002, at the 2001 level. In addition, the Group reduced its Restrained Textiles Export

Licence (RTEL) transaction fee from HK$75 in 2001 to HK$65 in 2002 and 2003.
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(ii) On 29 December 2003, the Group entered into an agreement with the Government to provide front-

end Government electronic trading services in relation to import and export declarations required

under the Import and Export Registration Regulations, dutiable commodities permit and cargo

manifests in respect of cargoes carried by air, rail or water for a term of five years expiring on 31

December 2008 (unless earlier terminated in accordance with its terms) (‘‘2003 GETS Agreement’’).

The Government paid the Group a nominal price of $1 in return for the Group performing the

services in accordance with the terms and conditions set out in the agreement.

On 9 December 2004, the Group entered into an agreement with the Government to provide front-

end Government electronic trading services in relation to certificate of origin and product

notification for a term of four years expiring on 31 December 2008 (unless earlier terminated in

accordance with its terms) (‘‘2004 GETS Agreement’’). The Government paid the Group a nominal

price of $1 in return for the Group performing the services in accordance with the terms and

conditions set out in the agreement.

On 9 December 2004, the Group entered into an agreement with the Government to extend the

agreement dated 10 October 2002 (as further amended by a supplemental agreement dated 29

December 2003) for the provision of front-end Government electronic trading services in relation to

the Textile Trader Registration Scheme for a further term of one year expiring on 31 December

2005 (unless earlier terminated in accordance with its terms). The Government paid the Group a

nominal price of $1 in return for the Group performing the services in accordance with the terms

and conditions set out in the agreement.

Each of the 2003 GETS Agreement and 2004 GETS Agreement included an arrangement whereby

the Group is required to collect Government fees and charges on behalf of the Government in

relation to certain trade-related documents to which each such agreement related and in respect of

which the Group provides GETS Services. These fees and charges collected from customers are

paid over to the Government within the next working day.

(iii) On 28 December 2001, the Group signed an agreement with the Government for the provision of

facsimile delivery services for a period of two years from 1 January 2002. Under this agreement,

the Group shall disseminate trade information circulars of the Trade and Industry Department to

subscribers who agree to subscribe to such services. Pursuant to an agreement dated 15 December

2003, the provision of facsimile delivery services has been extended to 30 June 2005.

(iv) On 12 April 2002, the Group entered into an agreement with KAZ Computer Services Hongkong

Limited (‘‘KAZ Hong Kong’’) for the provision of system management services such as computing

services, system security and other related services at HK$640,000 per month for an initial period

of eight years. Subsequently, on 16 January 2003, the Group entered into a price adjustment

agreement with KAZ Hong Kong for the provision of services at HK$651,600 per month for a

period of eight years commencing on 1 January 2003 (31 December 2003 : HK$651,600; 31

December 2002 : HK$640,000). During the relevant periods, the Group also incurred additional

consultancy expenses payable to KAZ Hong Kong.

(v) On 23 October 2004, the Group entered into a licence agreement with the Government (as

represented by the Commissioner for Census and Statistics) under which the Group was granted a

licence to use the 2005 version of the Hong Kong Harmonised System codes and descriptions

(‘‘HKHS’’) for provision of the Government electronic trading services. The licence agreement is of

one year’s duration, and the Group paid HK$22,575 to the Government for the licence.

The Company’s Directors consider that the material related party transactions set out above were

conducted on normal commercial terms and the terms are fair and reasonable.

The related party transactions in items (i) and (iii) above have been terminated in June 2005 and are non-

recurring.
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(b) Non recurring transactions

Year ended

31 December

Four months ended

30 April

2002 2003 2004 2004 2005

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

(unaudited)

Consultancy expenses paid to SOLL 72 246 — — —

Purchase of computer equipment

from SOLL 3,810 6,244 104 — —

3,882 6,490 104 — —

During the relevant periods, the Group purchased computer equipment from and paid consultancy fees to

SOLL. The Group owns 10% of the share capital of SOLL and Kwok-hung Yue is a director of SOLL. These

transactions are on an ‘‘one-off’’ basis, and are therefore disclosed as ‘‘non-recurring’’ transactions.

(c) Loan to related company

At 31 December

At

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

KAZ Hong Kong 1,900 1,900 1,900 1,900

1,900 1,900 1,900 1,900

The loan is unsecured, non-interest bearing and not repayable within one year from the balance sheet date.

(d) Amounts due to related parties

At 31 December

At

30 April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Government(i) 6,791 8,073 7,435 8,476

SOLL(ii) 2,380 742 198 198

9,171 8,815 7,633 8,674

(i) Amounts due to Government represent transaction fees collected on their behalf and payable on the

next working day and other expenses payable, both of which are of a trade nature.

(ii) Amounts due to SOLL represent other expenses payable of a trade nature.

27. Contingent liabilities

(i) In January 2003, the Group provided a bank guarantee amounting to HK$1,170,000, in respect of a

revolving credit facility granted to KAZ Hong Kong. The guarantee is a continuing security and shall not

be released or discharged until the expiration of six months after the payment, discharge or satisfaction in

full of the guaranteed liability. The guarantee is of a trade nature and may not be released before the

listing of the Company’s Shares on the Stock Exchange.

(ii) Pursuant to the terms of the 2003 GETS Agreement, the Group has obtained a Performance Bond line of

HK$2,000,000 from a bank as the guarantee to the Government for the due performance of the 2003 GETS

Agreement by the Group. The performance bond line facility bears commission rate of 0.95% per annum

subject to a minimum of HK$3,000 for each renewal and is secured by a charge over deposit in the
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amount of HK$2,120,000. The facility is subject to review by 1 November 2005. The Performance Bond

line is of a trade nature and may not be released before the listing of the Company’s Shares on the Stock

Exchange.

(iii) Pursuant to the terms of the 2004 GETS Agreement, the Group provided a bank guarantee in the amount

of HK$120,000 from a bank as the guarantee to the Government for the due performance of 2004 GETS

Agreement by the Group. The guarantee is provided under the same facility as in (ii) above. The bank

guarantee is of a trade nature and may not be released before the listing of the Company’s Shares on the

Stock Exchange.

28. Net assets of the Company

The following is a summary of the assets and liabilities of the Company:

At 31 December

At 30

April

2002 2003 2004 2005

HK$’000 HK$’000 HK$’000 HK$’000

Non-current assets

Fixed assets 70,346 43,838 23,674 62,156

Interest in subsidiaries 8,595 5,902 2,313 79,645

Interest in associates 7,680 — — —

Investment securities 7,500 20,000 10,000 10,000

94,121 69,740 35,987 151,801
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Current assets

Trade receivables 17,044 21,155 20,222 18,193

Other receivables and prepayments 17,791 11,235 11,429 12,043

Cash and cash equivalents 322,603 394,040 417,189 323,744

357,438 426,430 448,840 353,980
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Current liabilities

Trade creditors, accounts payable and other payables 213,136 213,006 217,884 221,300

Provision for termination costs and long service payments 1,407 2,239 2,740 2,815

Obligations under finance leases 144 67 — —

Taxation 3,037 10,037 3,926 2,483

217,724 225,349 224,550 226,598
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Net current assets 139,714 201,081 224,290 127,382
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Total assets less current liabilities 233,835 270,821 260,277 279,183

Non-current liabilities

Obligations under finance leases 67 — — —

Deferred taxation 10,866 6,075 2,685 2,919

NET ASSETS 222,902 264,746 257,592 276,264
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E. SUBSEQUENT EVENTS

The following events took place subsequent to 30 April 2005 :

(i) On 29 August 2005, the Company subscribed for 31,499,998 ordinary shares of HK$1

each in Digital Trade and Transportation Network Limited at par in cash.

(ii) On 29 August 2005, the Company and FSI entered into an agreement under which the

Company agreed to sell to FSI shares in Digital Trade and Transportation Network

Limited (‘‘DTTNCo’’), a subsidiary of the Company, representing approximately 29.17%

of the issued share capital of DTTNCo for a consideration of HK$31.5 million

(‘‘Acquisition Agreement’’). The Acquisition Agreement requires FSI to pay the

consideration for its shares in DTTNCo within three months after the fulfilment of the

condition that (a) FSI obtaining the approval of the Finance Committee of the Legislative

Council of Hong Kong for FSI’s equity investment in DTTNCo, and (b) that any terms

and conditions as may be specified by the Finance Committee for such investment are

consistent with the terms and conditions set out in the Acquisition Agreement and the

agreement mentioned in sub-paragraph (v) below (‘‘condition subsequent’’). If the

condition subsequent is not fulfilled prior to 31 August 2006, the DTTNCo shares will

be returned to Tradelink.

(iii) On 15 June 2005, the shareholders of the Company (including FSI), the Government and

the Company entered into an agreement for the termination of the CETS agreement except

for certain provisions including a provision providing for the grant of a perpetual,

irrevocable, non-exclusive, non-transferable and royalty-free licence by the Company in

favour of the Government to copy, adapt, distribute or otherwise use certain

implementation instructions (as therein defined) subject to the terms and conditions as

therein set out.

(iv) On 31 August 2005, DTTNCo entered into an agreement with the Government under

which DTTNCo agrees to design, set-up operate and maintain a DTTN system on the

terms and conditions set out therein.

(v) On 31 August 2005, the Company, FSI and DTTNCo entered into an agreement to provide

for the management and operation of DTTNCo and to regulate the rights of the

shareholders of DTTNCo inter se.

(vi) On 10 October 2005, the directors of the Company declared an interim dividend of HK4.4

cents per share, amounting in aggregate to HK$63.3 million and a special dividend of

HK2.16 cents per share, amounting in aggregate to HK$31.1 million.

(vii) On 14 October 2005, ordinary resolutions were passed by all of the ordinary shareholders

of the Company to effect the share consolidation pursuant to which every two issued and

unissued then existing shares were consolidated into one consolidated share thereby

increasing the par value per share from HK$0.1 to HK$0.2.

F. DIRECTORS’ AND SENIOR MANAGEMENT’S EMOLUMENTS

Save as disclosed in notes 7 and 8 in Section D above, no remuneration has been paid or is

payable in respect of the relevant period by the Company to the directors of the Company.
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G. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared for any of the companies now comprising

the Group in respect of any period subsequent to 30 April 2005.

Yours faithfully,

KPMG

Certified Public Accountants

Hong Kong
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For illustrative purpose only, the unaudited pro forma financial information prepared in

accordance with Rule 4.29 of the Listing Rules is set forth below to provide the investors with

further information to access our financial performance and to illustrate our financial position after

the completion of the Share Offer.

The pro forma financial information is derived according to a number of adjustments.

Although reasonable care has been exercised in preparing the said information, prospective

investors who read the information should bear in mind that these figures are inherently subject to

adjustments and may not give a complete picture of the actual financial performance of our Group

during the Track Record Period or at any further date.

A. UNAUDITED PRO FORMA ADJUSTED NET TANGIBLE ASSETS

The following statement of unaudited adjusted net tangible assets of the Group is based on our

audited consolidated net assets as at 30 April 2005, as shown in the Accountants’ Report, the text of

which is set forth in Appendix I to this prospectus and adjusted as follows:

Audited

consolidated

net assets

of our

Group as at

30 April 2005

(HK$’000)

Estimated net

proceeds

from the

New Issue

(HK$’000)

(Note 1)

Unaudited

pro forma

adjusted net

tangible

assets

(HK$’000)

(Note 2)

Unaudited

pro forma

adjusted net

tangible

assets

per Share

(Note 2, 3)

Based on an Offer Price of

HK$1.09 per Share 277,016 48,000 325,016 42 cents

Based on an Offer Price of

HK$1.29 per Share 277,016 59,000 336,016 43 cents

Notes:

1. Estimated net proceeds from the New Issue is based on the Offer Price of HK$1.09 and HK$1.29 per Share,

respectively, after deducting the underwriting fees and other related expenses payable by the Company.

2. On 10 October 2005, we declared an interim dividend of HK$63.3 million for the eight months ended 31 August

2005 and a special dividend of HK$31.1 million. Such dividends have not been adjusted in the unaudited pro

forma adjusted net tangible assets and unaudited pro forma adjusted not tangible assets per Share.

3. The unaudited pro forma adjusted net tangible assets per Share is arrived at after the adjustments referred to in

this section and on the basis of 777,632,500 Shares in issue and to be issued as mentioned herein but takes no

account of any Shares which may fall to be issued upon the exercise of any options which may be granted the

Pre-IPO Share Option Scheme or the Share Option Scheme or which may be allotted and issued or purchased by

the Company pursuant to the general mandates for the allotment and issue or purchase of Shares described under

‘‘Written resolutions of our Shareholders’’ in Appendix VI to this prospectus.

4. The revaluation surplus amounting to HK$3.9 million of the Group’s property as at 31 July 2005 will not be

incorporated in the financial statements of the Group for the year ending 31 December 2005. It is the Group’s

accounting policy to state its property at cost less accumulated depreciation and any impairment loss in

accordance with Hong Kong Accounting Standards 16 and 17, rather than at revalued amounts. Had the

revaluation surplus been incorporated in the Group’s financial statements, the increase in the depreciation charge

for the year ending 31 December 2005 would amount to approximately HK$203,000.
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B. UNAUDITED PRO FORMA FORECAST EARNINGS PER SHARE

Forecast consolidated profit after taxation (Note 1) not less than HK$85 million

Unaudited pro forma forecast earnings per Share

— weighted average (Note 2) 11.65 cents

— fully diluted (Note 3) 10.93 cents

Notes:

(1) The bases and assumptions on which the above profit forecast for the year ending 31 December 2005 have been

prepared are summarised in Appendix III to this prospectus.

The forecast of our consolidated profit after taxation for the year ending 31 December 2005 prepared by our

Directors is based on our audited financial statements for the four months ended 30 April 2005, unaudited

management accounts for the four months ended 31 August 2005 and a forecast of our results for the four

months ending 31 December 2005. Our Directors are not aware of any extraordinary items which have arisen or

are likely to arise during the year ending 31 December 2005. The forecast has been prepared on the basis of the

accounting policies consistent in all material aspects with those currently adopted by us as summarised in the

Accountants’ Report, the text of which is set forth in Appendix I to the prospectus.

(2) The calculation of unaudited pro forma forecast earnings per Share on a weighted average basis is based on our

forecast consolidated profit after taxation for the year ending 31 December 2005 and a weighted average number

of 729,698,253 Shares expected to be in issue during the year. It does not take into account of any Shares which

may fall to be issued pursuant to the exercise of any options which have been granted under the Pre-IPO Share

Option Scheme or may be granted under the Share Option Scheme; or which may be allotted and issued or

repurchased by us pursuant to the general mandates for the allotment and issue or repurchase of Shares referred

to in the paragraphs headed ‘‘Written resolutions of our Shareholders’’ in the section headed ‘‘Further

information about our company’’ in Appendix VI to this prospectus.

(3) The calculation of the unaudited pro forma forecast earnings per Share on a fully diluted basis is based on our

forecast consolidated profit after taxation for the year ending 31 December 2005 and a total of 777,632,500

Shares in issue during the year. It does not take into account of any Shares which may fall to be issued upon the

exercise of any options which have been granted under the Pre-IPO Share Option Scheme or may be granted

under the Share Option Scheme; or any Shares which may be allotted and issued or repurchased by us pursuant

to the general mandates granted to our Directors as referred to in the paragraphs headed ‘‘Written resolutions of

our Shareholders’’ in the section headed ‘‘FURTHER INFORMATION ABOUT OUR COMPANY’’ in Appendix

VI to this prospectus.
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C. COMFORT LETTER ON PRO FORMA FINANCIAL INFORMATION RELATING TO

THE PRO FORMA FORECAST EARNINGS PER SHARE AND ADJUSTED NET

TANGIBLE ASSETS

8th Floor

Prince’s Building

10 Chater Road

Central

Hong Kong

18 October 2005

The Directors

Tradelink Electronic Commerce Limited

DBS Asia Capital Limited

Dear Sirs

We report on the unaudited pro forma statement of adjusted net tangible assets and the

unaudited pro forma fully diluted forecast earnings per share (‘‘the Unaudited Pro Forma Financial

Information’’) set out in parts A and B of Appendix II to the prospectus dated 18 October 2005 (‘‘the

Prospectus’’) in connection with the placing and public offer of the shares of Tradelink Electronic

Commerce Limited (‘‘the Company’’), which has been prepared by the Company solely for

illustrative purposes to provide information about how the share offer might have affected the

consolidated net assets of the Company and its subsidiaries (‘‘the Group’’) as at latest balance sheet

date. The basis of preparation of the Pro Forma Financial Information is set out in parts A and B of

Appendix II to the Prospectus.

Responsibilities

It is the responsibility solely of the directors of the Company to prepare the Unaudited Pro

Forma Financial Information in accordance with paragraphs 29 of Chapter 4 of the Rules Governing

the Listing of Securities on the Stock Exchange of Hong Kong Limited (the ‘‘Listing Rules’’).

It is our responsibility to form an opinion, as required by the Listing Rules, on the Unaudited

Pro Forma Financial Information and to report our opinion to you. We do not accept any

responsibility for any reports previously given by us on any financial information used in the

compilation of the Unaudited Pro Forma Financial Information beyond that owed to those to whom

those reports were addressed by us at the dates of their issue.

Basis of opinion

We conducted our work in accordance with the Statements of Investment Circular Reporting

Standards and Bulletin 1998/8 ‘Reporting on pro forma financial information pursuant to the Listing

Rules’ issued by the Auditing Practices Board in the United Kingdom, where applicable. Our work

consisted primarily of comparing the unadjusted financial information with the source documents,

considering the evidence supporting the adjustments and discussing the Unaudited Pro Forma

Financial Information with the directors of the Company.
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Our work did not constitute an audit or review made in accordance with Hong Kong Standards

on Auditing issued by the Hong Kong Institute of Certified Public Accountants, and accordingly, we

do not express any such audit or review assurance on the Unaudited Pro Forma Financial

Information.

Furthermore, our work has not been carried out in accordance with auditing standards generally

accepted in the United States of America and accordingly should not be relied upon as if it had been

carried out in accordance with those standards.

The Unaudited Pro Forma Financial Information is for illustrative purposes only, based on the

directors’ judgements and assumptions, and because of its nature, it does not provide any assurance

or indication that any event will take place in the future and may not be indicative of the financial

position or results of:

— the Company and its subsidiaries had the share proceeds estimated by the Company been

received on the relevant date; or

— the Company and its subsidiaries at any future date or for any future periods.

We make no comments regarding the reasonableness of the amount of net proceeds from the

issuance of the Company’s shares, the application of those net proceeds, or whether such use will

actually take place as described under ‘‘Use of Proceeds’’ set out in the section headed ‘‘Future plans

and use of proceeds’’ in the Prospectus.

Opinion

In our opinion:

(a) the Unaudited Pro Forma Financial Information has been properly compiled on the basis

stated;

(b) such basis is consistent with the accounting policies of the Company, and

(c) the adjustments are appropriate for the purposes of the Unaudited Pro Forma Financial

Information as disclosed pursuant to paragraphs 29(1) of Chapter 4 of the Listing Rules.

Yours faithfully

KPMG

Certified Public Accountants

Hong Kong
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The forecast of the consolidated profit after taxation but for the year ending 31 December 2005

is set forth in the section headed ‘‘Financial information — Profit forecast’’ in this prospectus.

1. Bases and assumptions

The forecast of the consolidated profit after taxation for the year ending 31 December 2005

prepared by our Directors is based on our audited financial statements for the four months ended 30

April 2005 and our unaudited management accounts for the four months ended 31 August 2005 and a

forecast of our results for the remaining four months ending 31 December 2005. The forecast has

been prepared on the basis of the accounting policies consistent in all material aspects with those

currently adopted by us as summarised in the Accountants’ Report, the text of which is set forth in

Appendix I to the prospectus and is based on the following principal assumptions:

(i) There will be no material changes in the existing laws or regulations, government policies

or political, legal (including changes in legislation or regulations or rules), fiscal or

economic conditions in Hong Kong or any of the countries in which we carry on business

or to which we export our products or from which we import or source our raw materials.

(ii) There will be no material changes in the inflation, interest rates or exchange rate from

those prevailing as at the date of the prospectus.

(iii) There will be no material change in the bases or rates of taxation or duties in Hong Kong

or any of the countries in which we operate or in which the Group Companies are

incorporated or registered.

2. Comfort letters

Set forth as follows are texts of letters received by our Directors from our auditors and

reporting accountants, KPMG, and from the sponsor, DBS Asia, in connection with our profit

forecast for the year ending 31 December 2005, for the purpose of incorporation in this prospectus.
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(i) Letter from KPMG

8th Floor

Prince’s Building

10 Chater Road

Central

Hong Kong

18 October 2005

The Directors

Tradelink Electronic Commerce Limited

DBS Asia Capital Limited

Dear Sirs,

We have reviewed the accounting policies and calculations adopted in arriving at the forecast

of the consolidated profit after taxation of Tradelink Electronic Commerce Limited (the

‘‘Company’’) and its subsidiaries (collectively referred to as the ‘‘Group’’) for the year ending 31

December 2005 (the ‘‘Forecast’’), for which the Directors of the Company are solely responsible for,

as set out in the subsection headed ‘‘Profit forecast’’ in the section headed ‘‘Financial Information’’

in the prospectus of the Company dated 18 October 2005 (the ‘‘Prospectus’’). The Forecast has been

prepared by the Directors of the Company based on the audited financial statements for the four

months ended 30 April 2005 and unaudited management accounts for the four months ended 31

August 2005 and a forecast of the results for the remaining four months ending 31 December 2005.

In our opinion, so far as the accounting policies and calculations are concerned, the Forecast

has been properly compiled on the bases and assumptions adopted by the Directors of the Company

as set out in the paragraphs headed ‘‘Profit Forecast’’ in the Appendix III to the Prospectus and are

presented on a basis consistent, in all material respects, with the basis of presentation and the

accounting policies normally adopted by the Group as set out in our Accountants’ Report dated 18

October 2005, the text of which is set out in Appendix I to the Prospectus.

Yours faithfully,

KPMG

Certified Public Accountants

Hong Kong
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(ii) Letter from the Sponsor

18 October 2005

The Directors

Tradelink Electronic Commerce Limited

Dear Sirs,

We refer to the forecast of the consolidated profit after taxation of Tradelink Electronic

Commerce Limited (the ‘‘Company’’) and its subsidiaries (hereafter collectively referred to as the

‘‘Group’’) for the year ending 31 December 2005 (the ‘‘Forecast’’), as set forth in the prospectus of

the Company dated 18 October 2005 (the ‘‘Prospectus’’).

The Forecast is based on the audited financial statements of the Group for the four months

ended 30 April 2005, unaudited management accounts for the four months ended 31 August 2005

and a forecast for the remaining four months ending 31 December 2005.

We have discussed with you the bases and assumptions upon which the Forecast has been

made. We have also considered the letter dated 18 October 2005 addressed to you and us from

KPMG regarding the accounting policies and calculations upon which the Forecast has been made.

On the basis of the foregoing and on the bases and assumptions made by you and the

accounting policies and calculation reviewed by KPMG, we have formed the opinion that the

Forecast, for which you as directors are solely responsible, has been made after due and careful

enquiry.

Yours faithfully,

For and on behalf of

DBS Asia Capital Limited

Michael Yao

Managing Director
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18 October 2005

The Board of Directors

Tradelink Electronic Commerce Limited

11th & 12th Floors, Tower B,

Regent Centre,

63 Wo Yi Hop Road,

Kwai Chung, Hong Kong

Dear Sirs,

In accordance with your instructions for us to value the property interests held by Tradelink

Electronic Commerce Limited (the ‘‘Company’’) and its subsidiaries (hereinafter together know as

the ‘‘Group’’) in Hong Kong. We confirm that we have carried out inspections, made relevant

enquiries and obtained such further information as we consider necessary for the purpose of

providing you with our opinion of the market values of such property interests as at 31 July 2005

(the ‘‘date of valuation’’).

Our valuation is our opinion of Market Value which is defined to mean ‘‘the estimated amount

for which a property should exchange on the date of valuation between a willing buyer and a willing

seller in an arm’s-length transaction after proper marketing wherein the parties had each acted

knowledgeably, prudently and without compulsion.’’

Unless otherwise stated, our valuation is prepared in accordance with the ‘‘First Edition of The

HKIS Valuation Standards on Properties’’ published by The Hong Kong Institute of Surveyors

(‘‘HKIS’’). We have also complied with all the requirements contained in chapter 5 of the Rules

Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the ‘‘Listing

Rules’’).

Our valuation has been made on the assumption that the owner sells the properties on the open

market without the benefit of a deferred term contract, leaseback, joint venture, management

agreement or any similar arrangement, which would serve to increase the values of the property

interests.
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Property Nos. 2 to 5 are rented by the Company and are considered to have no commercial

value mainly due to the short term nature of the tenancy, prohibition against assignment or sub-

letting or otherwise due to the lack of substantial profit rent.

We have relied to a considerable extent on information given by you, in particular in respect of

matters such as planning approvals, statutory notices, easements, tenancies, floor areas and all other

relevant matters. No on-site measurement has been taken. Dimensions, measurements and areas

included in the valuation certificates are only approximations. We have taken every reasonable care

both during inspecting the information provided to us and in making relevant enquiries. We have no

reason to doubt the truth and accuracy of the information provided to us by the Company, which is

material to the valuation. We were also advised by the Company that no material facts have been

omitted from the information provided to us.

We have inspected the properties to such extent as for the purpose of this valuation. In the

course of our inspection, we did not notice any serious defects. However, we have not carried out

any structural survey nor any tests were made on the building services. Therefore, we are not able to

report whether the properties are free of rot, infestation or any other structural defects.

No allowance has been made in our valuation for any charges, mortgages or amounts owing on

the property interests nor for any expenses or taxation which may be incurred in effecting a sale.

Unless otherwise stated, it is assumed that the property interests are free from encumbrances,

restrictions and outgoing of an onerous nature which could affect their values.

Unless otherwise stated, all monetary amounts are stated in Hong Kong dollars (HK$).

Neither the whole nor any part of this letter and valuation certificates or any reference thereto

may be included in any published document, circular or statement nor published in any way without

our prior written approval to the form and context in which it may appear.

We enclose herewith a summary of valuation and our valuation certificates.

Yours faithfully,

For and on behalf of

CB Richard Ellis Limited

Kam-hung Yu
FHKIS FRICS RPS (GP) FHIREA

Executive Director

Valuation & Advisory Services

Note: Mr. Yu is the chairman of General Practice Divisional Council of the Hong Kong Institute of Surveyors and a fellow

member of the Hong Kong Institute of Surveyors, Royal Institution of Chartered Surveyors and the Hong Kong

Institute of Real Estate Administration. He has over 24 years of experience in valuation of properties in Hong Kong.
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SUMMARY OF VALUATIONS

Property

Market Value in

existing state as at

31 July 2005

Interest

attributable

to the Group

Market Value

attributable to the

Group as at

31 July 2005

(HK$) (HK$)

Group I — Property interests held by the Company for occupation

1. Units 1101–1103, 1105–1113,

1115–1120, 11/F. and

Units 1201–1203, 1205–1213,

1215–1220, 12/F.,

Tower B, Regent Centre,

No. 63 Wo Yi Hop Road and

No. 70 Ta Chuen Ping Street,

Kwai Chung,

New Territories,

Hong Kong

43,000,000 100% 43,000,000

Group I Sub-total: 43,000,000

Group II — Property interests rented by the Company

2. Unit Nos. 1, 3, 5, 7–9, 11,

13–20, 82, 84, 86, 88, 89, 91,

93, 95, 97 and 99, 5/F., Hong

Kong International Trade and

Exhibition Centre,

No. 1 Trademart Drive,

Kowloon Bay, Kowloon,

Hong Kong

No Commercial

Value

3. Unit Nos. 14 and 15, 4/F.,

Sino Industrial Plaza,

No. 9 Kai Cheung Road,

Kowloon Bay, Kowloon,

Hong Kong

No Commercial

Value

4. Room 2136, 21/F.,

One Grand Tower,

No. 639 Nathan Road,

Kowloon,

Hong Kong

No Commercial

Value

5. Unit Nos. 3 and 4, 19/F.,

No. 9 Chong Yip Street,

Kowloon Bay, Kowloon,

Hong Kong

No Commercial

Value

Group II Sub-total: No Commercial

Value

GRAND TOTAL: 43,000,000

APPENDIX IV PROPERTY VALUATION

— IV-3 —



VALUATION CERTIFICATE

Group I — Property interests held by the Company for occupation

Property Description and tenure Details of occupancy

Market value in

existing state as at

31 July 2005

(HK$)

1. Units 1101–1103, 1105–

1113, 1115–1120, 11/F.

and Units 1201–1203,

1205–1213, 1215–1220,

12/F., Tower B, Regent

Centre, No. 63 Wo Yi

Hop Road and No. 70 Ta

Chuen Ping Street,

Kwai Chung,

New Territories,

Hong Kong

The property comprises

2714/71750 shares of and

in the Remaining Portion

of Lot No. 299 in D.D.

444.

The property comprises various units

on the 11th and 12th Floors in one of

the 26-storey twin industrial buildings

completed in about 1996.

The gross floor area of the property is

approximately 40,946 sq.ft (3,805.3

sq.m.)

Lot No. 299 in D.D. 444 is held under

New Grant No. 4260 for a term

expiring on 30 June 2047. The annual

government rent is equivalent to 3% of

the rateable value of the property.

The property is

occupied by the Group

for office and ancillary

purposes.

43,000,000

Notes:

1. The registered owner of the property is Tradelink Electronic Commerce Limited.

2. The property is subject to following encumbrances:

i. Deed of Mutual Covenant and Management Agreement registered vide Memorial No. TW1124075 dated 24

March 1997.

ii. Partial Release (deeds pending) registered vide No. 05041500190021 dated 16 March 2005.

3. Pursuant to an Agreement for Sale and Purchase vide Memorial No. TW1621554 dated 5 January 2005, the

property was sold to the Company at a consideration of HK$36,471,708.

4. The property lies within an area zoned for ‘‘Other Specified Uses (Business)’’ under the relevant outline zoning

plan.

APPENDIX IV PROPERTY VALUATION

— IV-4 —



Group II — Property interests rented by the Company

Property Description and tenure Details of occupancy

Market value in

existing state as at

31 July 2005

(HK$)

2. Unit Nos. 1, 3, 5, 7–9, 11,

13–20, 82, 84, 86, 88, 89,

91, 93, 95, 97 and 99, 5/F,

Hong Kong International

Trade and Exhibition

Centre,

No. 1 Trademart Drive,

Kowloon Bay,

Kowloon,

Hong Kong

The property comprises various office

units on the 5th Floor in a 14-storey

commercial building completed in

1996.

The gross floor area of the property is

approximately 31,870 sq.ft. (2,961.8

sq.m.).

Unit No. 88 of the property is leased by

International Trademart Company

Limited to the Company for a term of 2

years from 10 October 2003 to 9

October 2005 at a monthly rent of

HK$8,312 all exclusive of rates,

government rent, air-conditioning

charges and management fee.

The remaining units of the property is

leased by International Trademart

Company Limited to the Company for a

term of 3 years from 10 October 2002

to 9 October 2005 at a monthly rent of

HK$246,648 all exclusive of rates,

government rent, air-conditioning

charges and management fee.

Unit Nos. 19 and 20 of the property is

occupied by Digi-Sign Certification

Services Limited for a term of 3 years

from 10 October 2002 to 9 October

2005.

The property is

occupied by the Group

for office and ancillary

purposes.

No commercial

value

Notes:

1. The registered owner of the property is International Trademart Company Limited.

2. According to the Guarantee and Indemnity entered into between Digi-Sign Certification Services Limited,

Tradelink Electronic Commerce Limited and International Trademart Company Limited dated 10 January 2003,

Units No. 19 and 20 of the property is agreed to be occupied by Digi-Sign Certification Services Limited with

the Company subject to the same terms and conditions of the master tenancy agreement entered into between

International Trademart Company Limited and the Company.

3. We were advised that the registered owner is an Independent Third Party from the Group.

4. As advised by the Group, the tenancy of the property was terminated on the expiry date of 9 October 2005.

5. The property lies within an area zoned for ‘‘Other Specified Uses (Trade Mart and Commercial Development)’’

under the relevant outline zoning plan.

APPENDIX IV PROPERTY VALUATION

— IV-5 —



Property Description and tenure Details of occupancy

Market value in

existing state as at

31 July 2005

(HK$)

3. Unit Nos. 14 and 15,

4/F., Sino Industrial Plaza,

No. 9 Kai Cheung Road,

Kowloon Bay,

Kowloon, Hong Kong

The property comprises two industrial

units on the 4th Floor in a 11-storey

industrial building completed in 1987.

The gross floor area of the property is

approximately 1,441 sq.ft. (133.9 sq.m.)

Unit No. 14 of the property is leased by

Wong Wai Fong to the Company for a

term of 6 months from 16 March 2005

to 15 September 2005 at a monthly rent

of HK$4,200 all inclusive of rates,

government rent, and management fee.

Portion of the Unit No. 14 of the

property is sub-leased by the Company

to Digi-Sign Certification Services

Limited for a term of 6 months from 16

March 2005 to 15 September 2005 at a

monthly rent of HK$1,750 all inclusive

of rates, government rent, management

fee and other outgoings.

Unit No. 15 of the property is leased by

Chun Mo Lan to the Company for a

term of 2 years from 15 September

2003 to 15 September 2005 at a

monthly rent of HK$3,102 inclusive of

rates and government rent, and

exclusive of management fee.

The property is

occupied by the Group

as warehouse.

No commercial

value

Notes:

1. The registered owner of the Unit No. 14 of the property is Wong Wai Fong.

2. The registered owner of the Unit No. 15 of the property is Chun Mo Lan.

3. According to the letter dated 8 March 2005 issued by Wong Wai Fong to the Company, the owner of the Unit

No. 14 of the property agreed the Company to sub-lease the Unit No. 14 of the property or portion of it to Digi-

Sign Certification Services Limited.

4. As advised by the Group, the tenancy of the property was expired on 25 September 2005 and had not been

renewed.

5. We were advised that the registered owners are Independent Third Parties from the Group.

6. The property lies within an area zoned for ‘‘Other Specified Uses (Business)’’ under the relevant outline zoning

plan.
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Property Description and tenure Details of occupancy

Market value in

existing state as at

31 July 2005

(HK$)

4. Room 2136, 21/F.,

One Grand Tower,

No. 639 Nathan Road,

Kowloon,

Hong Kong

The property comprises an office unit

on the 21st floor in a 21-storey

commercial building completed in

about 1986.

The saleable floor area of the property

is approximately 938 sq.ft. (87.17

sq.m.).

The property is leased by the Hang

Lung Real Estate Agency Limited to

the Company for a term of 2 years from

1 June 2005 to 31 May 2007 at a

monthly rent of HK$27,800 all

exclusive of rates, air-conditioning

charges and management fee.

The property is

occupied by the Group

as service centre.

No commercial

value

Notes:

1. The registered owner of the property is Modalton Limited.

2. We were advised that the registered owner is an Independent Third Party from the Group.

3. The property lies within an area zoned for ‘‘Commercial’’ under the relevant outline zoning plan.
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Property Description and tenure Details of occupancy

Market value in

existing state as at

31 July 2005

(HK$)

5. Unit Nos. 3 and 4, 19/F.,

No. 9 Chong Yip Street,

Kowloon Bay,

Kowloon,

Hong Kong

The property comprises office units on

the 19th floor in a 25-storey office

building completed in about 2004.

The saleable floor area of the property

is approximately 3,239 sq.ft. (301

sq.m.)

The property is leased by Clifton

Properties Limited and Kingsworth

Limited to the Company for a term of 2

years from 1 April 2004 to 31 March

2006 at a monthly rent of

HK$21,215.45 all exclusive of rates,

government rent, air-conditioning

charges and management fee.

The property is

occupied by the Group

as call centre.

No commercial

value

Notes:

1. The registered owners of the property are Clifton Properties Limited and Kingsworth Limited.

2. We were advised that the registered owners are Independent Third Parties from the Group.

3. The property lies within an area zoned for ‘‘Other Specified Uses (Business)’’ under the relevant outline zoning

plan.
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This Appendix contains a summary of the Articles of Association. The principal objective is to

provide potential investors with an overview of the Articles of Association. Because the information

contained below is in summary form, it does not contain all of the information that may be important

to potential investors. As stated in the paragraphs headed ‘‘DOCUMENTS AVAILABLE FOR

INSPECTION’’ in Appendix VII to this prospectus, a copy of the Articles of Association is available

for inspection.

Our Articles of Association were adopted with effect from 14 October 2005. The following is a

summary of certain provisions of the Articles of Association.

CHANGES IN CAPITAL

The Company may exercise any powers conferred or permitted by the Companies Ordinance

(including without limitation the powers under section 49B and section 49BA of the Companies

Ordinance) or any other ordinance from time to time to acquire its own shares or to give directly or

indirectly, by means of a loan, guarantee, the provision of security or otherwise, financial assistance

for the purpose of or in connection with a purchase made or to be made by any person of any shares

in the Company and should the Company acquire its own shares neither the Company nor the Board

shall be required to select the shares to be acquired rateably or in any other particular manner as

between the holders of shares of the same class or as between them and the holders of shares of any

other class or in accordance with the rights as to dividends or capital conferred by any class of

shares provided always that any such acquisition or financial assistance shall only be made or given

in accordance with any relevant rules or regulations issued by the Stock Exchange or the SFC from

time to time.

The Company in general meeting may from time to time, whether all the shares for the time

being authorised shall have been issued or all the shares for the time being issued shall have been

fully paid up or not, by ordinary resolution increase its share capital by the creation of new shares,

such new capital to be of such amount and to be divided into shares of such respective amounts as

the resolution shall prescribe.

The Company may from time to time by ordinary resolution:

(i) consolidate and divide all or any of its share capital into shares of larger or smaller

amount than its existing shares;

(ii) cancel any shares which, at the date of the passing of the resolution, have not been taken

or agreed to be taken by any person, and diminish the amount of its share capital by the

amount of the shares so cancelled; and

(iii) sub-divide its shares or any of them into shares of smaller amount than is fixed by the

Memorandum of Association, subject nevertheless to the provisions of the Companies

Ordinance, and so that the resolution whereby any share is sub-divided may determine

that, as between the holders of the shares resulting from such sub-division, one or more of

the shares may have any such preferred or other special rights over, or may have such

deferred rights or be subject to any such restrictions as compared with the others as the

Company has power to attach to unissued or new shares.

The Company may by special resolution reduce its share capital, any capital redemption reserve

fund or any share premium account in any manner authorised and subject to any conditions

prescribed by law.
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Subject to the provisions of the Companies Ordinance (and in particular Section 57B thereof)

and the Articles of Association, all unissued shares in the Company shall be at the disposal of the

Board, which may offer, allot (with or without conferring a right of renunciation), grant options over

or otherwise dispose of them to such persons, at such times, for such consideration and generally on

such terms as the Board shall in its absolute discretion think fit, but so that no shares shall be issued

at a discount, except in accordance with the provisions of the Companies Ordinance.

MODIFICATION OF RIGHTS

If at any time the share capital is divided into different classes of shares, the rights attached to

any class (unless otherwise provided by the terms of issue of the shares of that class) may be varied

with the consent in writing of the holders of three-fourths in nominal value of the issued shares of

that class, or with the sanction of a special resolution passed at a separate general meeting of the

holders of the shares of the class. To every such separate general meeting the provisions of these

regulations relating to general meetings shall mutatis mutandis apply, but so that the necessary

quorum shall be 2 persons at least holding or representing by proxy or by authorised representative

one-third in nominal value of the issued shares of the class, that every holder of shares of the class

shall be entitled on a poll to one vote for every such share held by him, that any holder of shares of

the class present in person or by proxy or by authorised representative may demand a poll and that

at any adjourned meeting of such holders one holder present in person or by proxy or by authorised

representative (whatever the number of shares held by him) shall be a quorum.

TRANSFERS OF SHARES

All transfers of shares may be effected by transfer in writing in the usual common form or in

such other form as the Board may accept. All instruments of transfer must be left at the registered

office or at such other place as the Board may appoint.

The instrument of transfer of any share shall be executed by or on behalf of the transferor and

by or on behalf of the transferee, and the transferor shall be deemed to remain the holder of the

share until the name of the transferee is entered in the register in respect thereof.

The Board may, in its absolute discretion, and without assigning any reason, refuse to register a

transfer of any share (not being a fully paid up share) to a person of whom it does not approve or

any share issued under any share incentive scheme for employees upon which a restriction on

transfer imposed thereby still subsists, and it may also refuse to register any transfer of any share to

more than four joint holders or any transfer of any share (not being a fully paid up share) on which

the Company has a lien.

The Board may also decline to recognise any instrument of transfer unless:

(a) a fee of such amount as shall for the time being be prescribed by the Stock Exchange or

such lesser sum as the Board shall from time to time require is paid to the Company for

registering any transfer or other document relating to or affecting the title to the shares

involved or for otherwise making an entry in the register relating to such shares;

(b) the instrument of transfer is accompanied by the certificate of the shares to which it

relates, and such other evidence as the Board may reasonably require to show the right of

the transferor to make the transfer;

(c) the instrument of transfer is in respect of only one class of shares;
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(d) the shares concerned are free of any lien in favour of the Company; and

(e) the instrument of transfer is properly stamped.

No transfer shall be made to an infant or to a person of unsound mind or under other legal

disability.

If the Board shall refuse to register a transfer of any share, it shall, within two months after the

date on which the transfer was lodged with the Company, send notice of such refusal, as required by

Section 69 of the Companies Ordinance.

Upon every transfer of shares the certificate held by the transferor shall be given up to be

cancelled, and shall forthwith be cancelled accordingly, and a new certificate shall be issued to the

transferee in respect of the shares transferred to him, and if any of the shares included in the

certificate so given up shall be retained by the transferor a new certificate in respect thereof shall be

issued to him. The Company shall also retain the instrument of transfer.

The registration of transfers may be suspended and the register closed at such times and for

such periods as the Board may from time to time determine and either generally or in respect of any

class of shares, provided always that such registration shall not be suspended or the register closed

for more than thirty days in any year or, with the approval of the Company in general meeting, sixty

days in any year.

VOTES OF MEMBERS

At any general meeting a resolution put to the vote of the meeting shall be decided on a show

of hands unless a poll is (before or on the declaration of the result of the show of hands) demanded:

(a) by the Chairman; or

(b) by at least three members present in person or by proxy for the time being entitled to vote

at the meeting; or

(c) by any member or members present in person or by proxy and representing not less than

one-tenth of the total voting rights of all the members having the right to vote at the

meeting; or

(d) by any member or members present in person or by proxy and holding shares in the

Company conferring a right to vote at the meeting being shares on which an aggregate

sum has been paid up equal to not less than one-tenth of the total sum paid up on all the

shares conferring that right.

The demand for a poll may be withdrawn.

Subject to any special rights, privileges or restrictions as to voting for the time being attached

to any class or classes of shares, at any general meeting on a show of hands every member who

(being an individual) is present in person or (being a corporation) is present by a representative duly

authorised under Section 115 of the Companies Ordinance, shall have one vote, and on a poll every

member present in person or by proxy or by duly authorised representative shall have one vote for

every fully paid share of which he is the holder and have for every partly paid share of which he is

the holder the fraction of one vote equal to the proportion which the nominal amount due and paid
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up thereon bears to the nominal value of the share, but no amount paid or credited as paid up on a

share in advance of calls shall be treated for the purposes of this Article as paid up on the share. On

a poll a member entitled to more than one vote need not use all his votes or cast all the votes he

uses in the same way.

A member of the Company, being a recognised clearing house within the meaning of the SFO

(‘‘the clearing house’’) may authorise such person or persons as it thinks fit to act as its

representative or representatives at any meeting of the Company or at any meeting of any class of

member of the Company provided that, if more than one person is so authorised, the authorisation

must specify the number and class of shares in respect of which each such person is so authorised. A

person so authorised will be entitled to exercise the same powers on behalf of the clearing house (or

its nominee) which he represents as that clearing house (or its nominee) could exercise if it were an

individual member of the Company.

Where there are joint registered holders of any share, any one of such persons may vote at any

meeting, either personally or by proxy, in respect of such share as if he were solely entitled thereto;

but if more than one of such joint holders be present at any meeting personally or by proxy, that one

of the said persons so present whose name stands first on the register in respect of such share, shall

alone be entitled to vote in respect thereof. Several executors or administrators of a deceased

member in whose name any share stands shall for the purpose of this Article be deemed joint holders

thereof.

A member of unsound mind, or in respect of whom an order has been made by any court

having jurisdiction in cases of mental disorders, may vote, whether on a show of hands or on a poll,

by his committee, receiver, curator bonis, or other person in the nature of a committee, receiver or

curator bonis appointed by that court, and any such committee, receiver, curator bonis or other

person may, on a poll, vote by proxy, provided that such evidence as the Directors may require of

the authority of the person claiming to vote shall have been deposited at the registered office of the

Company not less than forty-eight hours before the time for holding the meeting, or adjourned

meeting or poll, as the case may be.

(a) Save as herein expressly provided in the Articles of Association, no person other than a

member duly registered and who shall have paid everything for the time being due from

him and payable to the Company in respect of his shares and is entitled to attend and vote

shall be entitled to be present or to vote (save as proxy for another member) either

personally or by proxy, or to be reckoned in a quorum (save as proxy for another

member), at any general meeting.

(b) No objection shall be raised to the qualification of any voter except at the meeting or

adjourned meeting at which the vote objected to is given or tendered, any vote not

disallowed at such meeting shall be valid for all purposes. Any such objection made in

due time shall be referred to the Chairman, whose decision shall be final and conclusive.

(c) Where any shareholder is, under the Listing Rules, required to abstain from voting on any

particular resolution or restricted to voting only for or only against any particular

resolution, any votes cast by or on behalf of such shareholder in contravention of such

requirement or restriction shall not be counted.
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Any member of the Company entitled to attend and vote at a meeting of the Company or a

meeting of the holder of any class of shares in the Company shall be entitled to appoint another

person as his proxy to attend and vote instead of him. On a poll votes may be given either

personally or by proxy. A proxy need not be a member of the Company. A member may appoint

more than one proxy to attend on the same occasion.

The instrument appointing a proxy shall be in writing under the hand of the appointor or of his

attorney duly authorised in writing, or if the appointor is a corporation, either under seal, or under

the hand of an officer or attorney duly authorised.

The instrument appointing a proxy and the power of attorney or other authority, if any, under

which it is signed or a notarially certified copy of that power or authority shall be deposited at the

registered office of the Company or at such other place as is specified in the notice of meeting or in

the instrument of proxy issued by the Company not less than forty-eight hours before the time for

holding the meeting or adjourned meeting or poll (as the case may be) at which the person named in

such instrument proposes to vote, and in default the instrument of proxy shall not be treated as valid.

No instrument appointing a proxy shall be valid after expiration of twelve months from the date of

its execution, except at an adjourned meeting or on a poll demanded at a meeting or an adjourned

meeting in cases where the meeting was originally held within twelve months from such date.

Delivery of an instrument appointing a proxy shall not preclude a member from attending and voting

in person at the meeting or poll concerned and, in such event, the instrument appointing a proxy

shall be deemed to be revoked.

Every instrument of proxy, whether for a specified meeting or otherwise, shall be in such form

as the Board may from time to time approve.

The instrument appointing a proxy to vote at a general meeting shall: (i) be deemed to confer

authority upon the proxy to demand or join in demanding a poll and to vote on any resolution (or

amendment thereto) put to the meeting for which it is given as the proxy thinks fit provided that any

form issued to a member for use by him for appointing a proxy to attend and vote at an

extraordinary general meeting or at an annual general meeting at which any business is to be

transacted shall be such as to enable the member, according to his intention, to instruct the proxy to

vote in favour of or against (or, in default of instructions, to exercise his discretion in respect of)

each resolution dealing with any such business; and (ii) unless the contrary is stated therein, be valid

as well for any adjournment of the meeting as for the meeting to which it relates.

A vote given in accordance with the terms of an instrument of proxy shall be valid

notwithstanding the previous death or unsoundness of mind of the principal or revocation of the

proxy or power of attorney or other authority under which the proxy was executed, or the transfer of

the share in respect of which the proxy is given, provided that no intimation in writing of such

death, unsoundness of mind, revocation or transfer as aforesaid shall have been received by the

Company at the registered office, or at such other place as is specified in the notice of the meeting

or in the instrument of proxy, prior to two hours before the commencement of the meeting,

adjourned meeting or poll, as the case may be, at which the proxy is used.

(a) Any corporation which is a member of the Company may by resolution of its directors or

other governing body authorise such persons as it thinks fit to act as its representatives at

any meeting of the Company or of any class of members of the Company, and the persons

so authorised shall be entitled to exercise the same powers on behalf of the corporation

which they represent as that corporation could exercise if it were an individual member of

the Company.
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(b) The Vendor, which is or may at any time and from time to time become a member of the

Company, may pursuant to section 4 of the Financial Secretary Incorporation Ordinance

(Cap 1015 of the Laws of Hong Kong), delegate to such person or persons as he thinks

fit, all or any of the powers conferred on him by section 2 of the said Ordinance,

including without limitation, all powers exercisable in connection with all businesses

relating to any general meeting of the Company. The delegate(s) shall be entitled to

exercise all such powers which have been delegated to him in the manner aforesaid as if

he were the Vendor.

QUALIFICATION OF DIRECTORS

A Director need not hold any qualification shares but shall nevertheless be entitled to receive

notice of and to attend and speak at all general meetings of the Company and at all separate

meetings of the respective holders of all classes of shares of the Company.

BORROWING POWERS

The Board may from time to time at their discretion exercise all the powers of the Company to

raise or borrow, or to secure the payment of, any sum or sums of money for the purposes of the

Company and to mortgage or charge its undertaking, property and uncalled capital or any part

thereof. The Board may raise or secure the payment or repayment of such sum or sums in such

manner and upon such terms and conditions in all respects as it thinks fit and in particular, by the

issue of debentures, debenture stock, bonds or other securities of the Company, whether outright or

as collateral security for any debt, liability or obligation of the Company or of any third party.

DIRECTORS’ REMUNERATION

Subject to the provision of the Articles of Association summarised in the fourth paragraphs

under this heading of ‘‘Directors’ Remuneration’’, the Directors shall be entitled to receive by way

of remuneration for their services such sum as shall from time to time be determined by the

Company in general meeting, such sum (unless otherwise directed by the resolution by which it is

voted) to be divided amongst the Directors in such proportions and in such manner as the Board may

agree or, failing agreement, equally, except that in such event any Director holding office for less

than the whole of the relevant period in respect of which the remuneration is paid shall only rank in

such division in proportion to the time during such period for which he has held office. The

foregoing provisions shall not apply to a Director who holds any salaried employment or office in

the Company except in the case of sums paid in respect of Directors’ fees.

Subject to the provision of the Articles of Association summarised in the fourth paragraphs

under this heading of ‘‘Directors’ Remuneration’’, the Directors shall also be entitled to be repaid all

travelling, hotel and other expenses reasonably incurred by them respectively in or about the

performance of their duties as Directors, including their expenses of travelling to and from board

meetings, committee meetings or general meetings or otherwise incurred whilst engaged in the

business of the Company.

Subject to the provision of the Articles of Association summarised in the fourth paragraphs

under this heading of ‘‘Directors’ Remuneration’’, the Board may grant special remuneration to any

Director who, being called upon, shall perform any special or extra services to the Company. Such

special remuneration may be made payable to such Director in addition to or in substitution for his

ordinary remuneration as a Director, and may be made payable by way of salary, or commission,

participation in profits or otherwise as may be arranged.

APPENDIX V SUMMARY OF OUR ARTICLES OF ASSOCIATION

— V-6 —



The remuneration of an executive Director or a Director appointed to any other office in the

management of the Company shall from time to time be fixed by the Board (in accordance with the

recommendations of the remuneration committee of the Company, but not otherwise) and may be by

way of salary, commission, or participation in profits or otherwise or by all or any of those modes

and with such other benefits (including pension and/or gratuity and/or other benefits on retirement)

and allowances as the Board may from time to time (in accordance with the recommendations of the

remuneration committee of the Company, but not otherwise) decide. Such remuneration shall be in

addition to his remuneration as a Director.

DIRECTORS’ INTERESTS

Subject to the Companies Ordinance and to the provisions of the Articles of Association

summarised below, no Director or proposed or intending Director shall be disqualified by his office

from contracting with the Company, either with regard to his tenure of any office or place of profit

or as vendor, purchaser or in any other manner whatsoever, nor shall any such contract or any other

contract or arrangement in which any Director is in any way interested be liable to be avoided, nor

shall any Director so contracting or being so interested be liable to account to the Company of the

members for any remuneration, profit or other benefits realised by any such contract or arrangement

by reason of such Director holding that office or of the fiduciary relationship thereby established.

A Director who, to his knowledge, is interested or has an associate who is interested, in any

way, whether directly or indirectly, in a contract or arrangement or proposed contract or arrangement

with the Company shall declare the nature of his interest or the interest of his associate at the

meeting of the Board at which the question of entering into the contract or arrangement is first taken

into consideration if he knows his interest or the interest of his associate then exists; or in any other

case at the first meeting of the Board after he knows that he or his associate is or has become so

interested. For this purpose, a general notice to the Board by a Director to the effect that:

(i) he or any of his associates is a member of a specified company or firm and is to be

regarded as interested in any contract or arrangement which may after the date of the

notice be made with that company or firm; or

(ii) he or any of his associates is to be regarded as interested in any contract or arrangement

which may after the date of the notice be made with a specified person who is connected

with him or them; or

(iii) he is a public officer (as defined in the Interpretation and General Clauses Ordinance,

Chapter 1 of the Laws of Hong Kong) and is to be regarded as interested in any contract

or arrangement which may at any time after the date of the notice be made with the

Government or the Financial Secretary Incorporated;

shall be deemed to be a sufficient declaration of interest in relation to any such subsequent contract

or arrangement; provided that no such notice shall be effective unless either it is given at a meeting

of the Board or the Director takes reasonable steps to secure that it is brought up and read at the

next Board meeting after it is given.
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Save as otherwise provided by the Articles of Association, a Director shall not vote (nor be

counted in the quorum) on any resolution of the Board in respect of any contract, arrangement or

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 any of his associates of any

security or indemnity in respect of money lent by him or them or obligations incurred or

undertaken by him or them for the benefit of the Company and any of its subsidiaries;

(ii) any contract or arrangement for the giving by the Company 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 any of his associates has himself or themselves

assumed responsibility in whole or in part and whether alone or jointly under a guarantee

or indemnity or by the giving of security;

(iii) any contract or arrangement concerning an offer of the 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 any of his associates

is or is to be interested as a participant in the underwriting or sub-underwriting of the

offer;

(iv) any contract or arrangement in which the Director or any of his associates is interested in

the same manner as other holders of shares or debentures or other securities of the

Company by virtue only of his or their interest in shares or debentures or other securities

of the Company;

(v) any contract, arrangement or proposal concerning any company in which the Director or

any of his associates is interested only, whether directly or indirectly, as an officer or

executive or shareholder or in which the Director or any of his associates is beneficially

interested in shares of that company, provided that he, together with any of his associates,

is not beneficially interested in 5 per cent. or more of the equity share capital of such

company (whether his interest is derived through any third company) or of the voting

rights available to members of such company;

(vi) any proposal or arrangement concerning the benefit of employees of the Company or its

subsidiaries including the adoption, modification or operation of a pension fund or

retirement, death or disability benefits scheme which relates to directors (and their

associates) and employees of the Company or of any of its subsidiaries and does not

provide in respect of any Director or any of his associates who may be employees of the

Company as such any privilege or advantage not accorded to the employees to which such

scheme or fund relates;

(vii) any proposal or arrangement concerning the adoption, modification or operation of any

share scheme involving the issue or grant of options over shares or other securities by the

Company to, or for the benefit of the employees of the Company or of any of its

subsidiaries, under which the Director or any of his associates who may be employees of

the Company or any of its subsidiaries may benefit.
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A company shall be deemed to be a company in which a Director and/or any of his associates

own 5 per cent. or more if and so long as (but only if and so long as) he and/or any of his associates

is or are (either directly or indirectly) the holders of or beneficially interested in 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. For the purpose of this paragraphs there shall be disregarded any shares held by a

Director as bare or custodian trustee and in which he has no beneficial interest, any shares

comprised in a trust in which the Director’s interest is 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 is interested only as an unit holder.

Where a company in which a Director and/or any of his associates hold 5 per cent. or more is

materially interested in a transaction, then that Director 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

(including, for these purposes, the interest of any of his associates) of a Director (including the

Chairman of meeting) or as to the entitlement of any Director to vote or be counted in the quorum

and such question is not resolved by his voluntarily agreeing to abstain from voting or not be

counted in the quorum, such question shall be decided by a resolution of the Board (for which

purpose such Director shall not be counted in the quorum and 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 Director as known to such Director has not been fairly disclosed to the Board.

In so far as it is required by the Listing Rules, a Director shall not vote (nor be counted in the

quorum) on any resolution of the shareholders in respect of any contract or arrangement in which he

is to his knowledge materially interested provided that this prohibition (a) shall not apply to any of

the matters specified as (i) to (viii) inclusive above; and (b) is also subject to any waiver which may

be granted by the Stock Exchange.

The Company may by ordinary resolution ratify any transaction not duly authorised by reason

of a contravention of the Articles of Association provided that no Director who is materially

interested in such transaction, together with any of his associates, shall vote upon such Ordinary

Resolution in respect of any shares in the Company in which they are interested.

RETIREMENT OF DIRECTORS

At each annual general meeting one half of the Directors for the time being (or, if their number

is not a multiple of two, then the number nearest to but not greater than one half) shall retire from

office. Any Director retiring at a meeting pursuant to this provision shall retain office until the close

or adjournment of the meeting.

Any Director who wishes to retire and not to offer himself for re-election shall be included for

the purposes of determining the number of the Directors to retire at any annual general meeting

pursuant to the provision referred to above. Any further Directors so to retire shall be those of the

other Directors subject to retirement by rotation who have been longest in office since their last

election or appointment and so that as between persons who became or were last elected Directors

on the same day those to retire shall (unless they otherwise agree among themselves) be determined

by lot. A retiring Director shall be eligible for election.
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At the general meeting at which a Director retires in accordance with the Articles of

Association, the Company may pass an ordinary resolution to re-elect the Director (unless such

Director has given notice in writing to the Company that he is unwilling to be re-elected) or to elect

some other eligible person in his place.

DIVIDENDS

All dividends or bonuses unclaimed for one year after having been declared may be invested or

otherwise made use of by the Board for the benefit of the Company until claimed and the Company

shall not be constituted a trustee in respect thereof for any profit or benefit derived therefrom. All

dividends or bonuses unclaimed for six years after having been declared may be forfeited by the

Board and shall revert to the Company.
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A. FURTHER INFORMATION ABOUT OUR COMPANY

1. Incorporation

We were incorporated as a company limited by shares in Hong Kong under the Companies

Ordinance on 23 September 1988. Our registered office is at 11th & 12th Floors, Tower B, Regent

Centre, 63 Wo Yi Hop Road, Kwai Chung, Hong Kong.

2. Changes in share capital

(a) We were incorporated with an authorised share capital of HK$15,000,000 divided into 60

shares of HK$250,000 each. By written resolutions of our Shareholders passed on 9

February 1989, the authorised share capital of the Company was increased from

HK$15,000,000 to HK$16,250,000 by the creation of 5 shares of HK$250,000 each. At

an extraordinary general meeting of the Company on 20 March 1990, the authorised share

capital of the Company was subdivided from 65 shares of HK$250,000 each into 260

shares of HK$62,500 each and the authorised share capital was increased from

HK$16,250,000 to HK$20,312,500 by the creation of 65 shares of HK$62,500 each. At

a meeting of our Shareholders on 6 October 1992, the authorised share capital of the

Company was increased from HK$20,312,500 to HK$39,062,500 by the creation of 300

ordinary shares of HK$62,500 each. At an extraordinary general meeting of our

Shareholders on 2 November 1993, the authorised share capital of the Company was

increased from HK$39,062,500 to HK$66,062,500 by the creation of 432 ordinary shares

of HK$62,500 each. At an extraordinary general meeting of our Shareholders on 29 March

1994, the authorised share capital of the Company was increased from HK$66,062,500 to

HK$125,000,000 by the creation of 943 ordinary shares of HK$62,500 each. By written

resolution of our Shareholders passed on 1 December 1997, the authorised share capital of

the Company was increased from HK$125,000,000 to HK$137,500,000 by the creation of

200 ordinary shares of HK$62,500 each. At an extraordinary general meeting of our

Shareholders on 2 August 2000, the number of shares in the Company was subdivided

from 2,200 shares of HK$62,500 each into 1,375,000,000 shares of HK$0.10 each, and the

authorised share capital of the Company was increased from HK$137,500,000 to

HK$250,000,000 by the creation of 1,125,000,000 ordinary shares of HK$0.10 each.

(b) On 14 October 2005, our then authorised share capital of HK$250,000,000 divided into

2,500,000,000 shares of HK$0.10 each was consolidated into 1,250,000,000 shares of

HK$0.20 each.

(c) Upon completion of the Share Offer our authorised share capital will be HK$250,000,000

divided into 1,250,000,000 Shares and the issued share capital will be HK$155,526,500

divided into 777,632,500 Shares fully paid or credited as fully paid, and 472,367,500

Shares will remain unissued. Other than Shares issued on the exercise of options issued

under the Pre-IPO Share Option Scheme and any options which may be granted under the

Share Option Scheme, there is no present intention to issue any part of our authorised but

unissued share capital. Without the prior approval of our Shareholders in general meeting,

no issue of Shares will be made which would effectively alter the control of our

Company.

(d) Save as disclosed herein, there has been no alteration in our share capital during the two

year period ended on the Latest Practicable Date.
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3. Resolutions of our Shareholders

An extraordinary general meeting of the Company was held on 14 October 2005 at which the

Shareholders passed ordinary resolutions conditional on the same conditions stated under

‘‘Conditions of the Share Offer’’ in the section headed ‘‘Structure of the Share Offer’’ in this

prospectus, amongst other things, effecting the following:

(a) the authorised share capital of the Company of HK$250,000,000 divided into

2,500,000,000 shares of HK$0.10 each was consolidated into 1,250,000,000 shares of

HK$0.20 each, and accordingly the issued share capital of HK$143,862,500 divided into

1,438,625,000 shares of HK$0.10 each was consolidated into 719,312,500 shares of

HK$0.20 each;

(b) the Share Offer was approved and our Directors were authorised to allot and issue the

New Shares;

(c) the rules of the Share Option Scheme were approved and adopted, and our Directors were

authorised, to make such further changes to the Share Option Scheme as requested by the

Stock Exchange and approved by any two Directors to grant options to subscribe for

Shares thereunder up to the limits referred to in the Share Option Scheme and to allot,

issue and deal with Shares pursuant to the exercise of any options which may be granted

under the Share Option Scheme and to take all such actions as they consider necessary

and/or desirable to implement or give effect to the Share Option Scheme;

(d) a general unconditional mandate was granted to our Directors to allot, issue and deal with,

otherwise than by way of rights or pursuant to the exercise of any options which may be

granted under any share option scheme or an issue of Shares in lieu of the whole or part

of a dividend on our Shares in accordance with the Articles of Association, Shares with

an aggregate nominal value not exceeding (i) 20% of the aggregate nominal value of our

share capital in issue immediately following the completion of the Share Offer and (ii) the

aggregate nominal amount of our share capital purchased under the authority referred to

in sub-paragraph (e) below; and

(e) a general unconditional mandate was granted to our Directors to exercise all powers of

the Company to repurchase on the Stock Exchange, or on any other stock exchange on

which our securities may be listed and which is recognised by the SFC and the Stock

Exchange for this purpose, such number of Shares as will represent up to 10% of the

aggregate nominal value of our share capital in issue immediately following the

completion of the Share Offer.

Each of the general mandates referred to in sub-paragraphs (d) and (e) above will remain in

effect until whichever is the earliest of: (i) the conclusion of our next annual general meeting; (ii)

the expiration of the period within which our next annual meeting is required to be held; and (iii)

the time when such mandate is revoked or varied by an ordinary resolution of our Shareholders in

general meeting.

4. Changes in the share capital of our subsidiaries

The subsidiaries of the Company are listed in the accountants’ report set forth in Appendix I.
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DTTNCo was incorporated on 30 April 2004. On incorporation the two subscriber shares of

HK$1 each were issued to the Company and the Company’s nominee. On 16 February 2005, a

further 76,500,000 ordinary shares of HK$1 each were issued to the Company at par. On 29 August

2005, the Company subscribed for 31,499,998 ordinary shares of HK$1 each at par and these shares

were subsequently transferred to the Vendor on 31 August 2005.

Other than described above, there has been no alteration in the share capital of any of the

subsidiaries of the Company within the two years preceding the date of this prospectus.

5. Repurchase of our own securities

This section includes information required by the Stock Exchange to be included in this

prospectus concerning the repurchase of our own securities.

(a) Listing Rules

The Listing Rules permit companies with a primary listing on the Stock Exchange to

repurchase their securities on the Stock Exchange subject to certain restrictions, the most

important of which are summarised below:

(i) Shareholders’ approval

All proposed repurchases of securities by a company with its primary listing on the

Stock Exchange must be approved in advance by an ordinary resolution of shareholders,

either by way of general mandate or by specific approval of a specific transaction.

Note: Attention is drawn to the general unconditional mandate granted to our Directors as referred to in

paragraph A(3)(e) of this Appendix VI.

(ii) Source of funds

Repurchases must only be funded out of funds legally available for the purpose in

accordance with a listed company’s memorandum of association and articles of

association, the Listing Rules and the applicable laws of Hong Kong. A listed company

may not repurchase its own securities on the Stock Exchange for a consideration other

than cash or for settlement otherwise than in accordance with the trading rules of the

Stock Exchange from time to time.

(iii) Trading restrictions

The total number of shares which a company is authorised to repurchase on the

Stock Exchange is the number of shares representing up to a maximum of 10% of its

issued share capital of the Company as at the date of the ordinary resolution authorising

such repurchase. A company may not issue or announce an issue of securities for a period

of 30 days immediately following a repurchase (other than an issue of securities pursuant

to an exercise of warrants, share options or similar instruments requiring the company to

issue securities which were outstanding prior to such repurchase) without the prior

approval of the Stock Exchange. In addition, all repurchases of securities on the Stock

Exchange in any calendar month are limited to a maximum of 25 % of the trading volume

of such securities on the Stock Exchange in the immediately preceding calendar month.

The Listing Rules also prohibit a company from repurchasing its securities on the Stock

Exchange if the repurchase would result in the number of listed securities which are in
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the hands of the public falling below the relevant prescribed minimum percentage for that

company required by the Stock Exchange. A company must procure that any broker

appointed by it to effect the repurchase of securities discloses to the Stock Exchange such

information with respect to the repurchases as the Stock Exchange may request.

(iv) Status of repurchased securities

All repurchased securities (whether on the Stock Exchange or otherwise) are

automatically delisted and the relative certificates for those securities must be cancelled

and destroyed.

(v) Suspension of repurchases

Securities repurchases are prohibited after a price sensitive development has

occurred or has been the subject of a decision until such time as the price sensitive

information has been publicly announced. In addition, the Stock Exchange reserves the

right to prohibit repurchases of securities on the Stock Exchange if a company has

breached the Listing Rules.

(vi) Reporting requirements

Repurchases of securities on the Stock Exchange or otherwise must be reported to

the Stock Exchange not later than 9 : 30 a.m. (Hong Kong time) on the following business

day. In addition, a company’s annual report is required to disclose details regarding

repurchases of securities made during the year, including the number of securities

repurchased, the purchase price per share or the highest and lowest price paid for all such

purchases, where relevant, and the aggregate prices paid.

(vii) Connected persons

A company is prohibited from knowingly repurchasing securities on the Stock

Exchange from a ‘‘connected person’’, that is, a director, chief executive or substantial

shareholder of the company or any of its subsidiaries or their associates (as defined in the

Listing Rules) and a connected person is prohibited from knowingly selling his securities

to the company.

(b) Information relevant to the repurchase mandate

(i) Our Directors believe that it is in the best interests of the Company and our

Shareholders to have a general authority from Shareholders to enable our Directors

to repurchase Shares on the market. Such repurchases may, depending on market

conditions and funding arrangements at the time, lead to an enhancement of the net

value of our Company and our assets and/or our earnings per Share and will only be

made when our Directors believe that such repurchases will benefit the Company

and our Shareholders.

(ii) In repurchasing securities, we may only apply funds legally available for such

purchase in accordance with our memorandum of association and Articles of

Association, the Listing Rules and the applicable laws of Hong Kong.
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(iii) Our Directors do not propose to exercise the repurchase mandate to such extent as

would, in the circumstances, have a material adverse effect on the working capital

requirements of the Company or the gearing levels which in the opinion of our

Directors are from time to time appropriate for the Company.

(iv) None of our Directors or, to the best of their knowledge having made all reasonable

enquiries, any of their associates, have any present intention to sell any Shares to the

Company or its subsidiaries if the repurchase mandate is exercised.

(v) Our Directors have undertaken to the Stock Exchange that, so far as the same may

be applicable, they will exercise the repurchase mandate only in accordance with the

Listing Rules and the applicable laws of Hong Kong.

(vi) If as a result of a repurchase of securities a Shareholder’s proportionate interest in

the voting rights of the Company increases, such increase will be treated as an

acquisition for the purposes of the Takeovers Code. As a result, a Shareholder or a

group of Shareholders acting in concert could obtain or consolidate control of the

Company and become obliged to make a mandatory offer in accordance with Rule 26

of the Takeovers Code. Save as aforesaid, our Directors are not aware of any

consequences that would arise under the Takeovers Code as a result of a repurchase

pursuant to the repurchase mandate.

(vii) Any repurchase of Shares which results in the amount of Shares held by the public

being reduced to less than 25% of the issued share capital of the Company could

only be implemented with the approval of the Stock Exchange to waive the Listing

Rules requirements regarding the public shareholding referred to above. Except in

extraordinary circumstances, a waiver of this provision would not normally be given

by the Stock Exchange.

(viii) No connected person of the Company has notified the Company that he has a present

intention to sell Shares to the Company, or has undertaken not to do so, if the

repurchase mandate is exercised.

B. FURTHER INFORMATION ABOUT THE BUSINESS

1. Summary of material contracts

The following contracts (not being contracts entered into in the ordinary course of business)

have been entered into by members of the Group within the two years preceding the date of this

prospectus and are or may be material:

(a) the Underwriting Agreement referred to in the section headed ‘‘Underwriting’’ in this

prospectus;

(b) the GETS Agreement relating to TDEC, DCP and EMAN entered into between us and the

Government referred to in the section headed ‘‘Connected Transactions and Arrangements

Relating to DTTNCo’’ in this prospectus;

(c) the GETS Agreement relating to CO and PN entered into between us and the Government

referred to in the section headed ‘‘Connected Transactions and Arrangements Relating to

DTTNCo’’ in this prospectus;
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(d) the GETS Agreement relating to TTRS entered into between us and the Government

referred to in the section headed ‘‘Connected Transactions and Arrangements Relating to

DTTNCo’’ in this prospectus;

(e) the DTTN Operating Agreement entered into between DTTNCo and the Government

referred to in the section headed ‘‘Connected Transactions and Arrangements Relating to

DTTNCo’’ in this prospectus;

(f) the DTTNCo Acquisition Agreement entered into between us and the Vendor referred to

in the section headed ‘‘Connected Transactions and Arrangements Relating to DTTNCo’’

in this prospectus;

(g) the DTTNCo Shareholders’ Agreement entered into amongst us, DTTNCo and the Vendor

referred to in the section headed ‘‘Connected Transactions and Arrangements Relating to

DTTNCo’’ in this prospectus;

(h) the CETS Termination Agreement entered into amongst us, the Vendor, the Founding

Shareholders and the Government referred to in the section headed ‘‘Connected

Transactions and Arrangements Relating to DTTNCo’’ in this prospectus;

(i) the Non-Disposal Undertakings given by each of the Founding Shareholders other than

China Resources (Holdings) Company Limited; and

(j) a sale and purchase agreement dated 5 January 2005 entered into between us and

Chericourt Company Limited under which we agreed to purchase property at Units 1101–

1103, 1105–1113, 1115–1120 and Private Water-closets wc1106–1109 on the 11th Floor,

and Units 1201–1203, 1205–1213, 1215–1220 and Private Water-closets wc1206–1209 on

the 12th Floor, of Tower B, Regent Centre, No. 63 Wo Yi Hop Road and No. 70 Ta

Chuen Ping Street, Kwai Chung, New Territories, Hong Kong, for a consideration of

HK$36,471,708.00, together with an assignment dated 6 January 2005, pursuant to which

Chericourt Company Limited assigned all its rights and obligations to us upon completion.

2. Commercially sensitive contracts

Under Paragraph 17 of the Third Schedule to the Companies Ordinance (‘‘Paragraph 17’’), the

Company is required to include a statement that there has been delivered to the Hong Kong Registrar

of Companies (the ‘‘Registrar’’) for registration a copy of every material contract, not being a

contract entered into in the ordinary course of the business carried on or intended to be carried on

by the Company or a contract entered into more than two years before the date of issue of this

prospectus. In addition, under Paragraph 53(2) of Part A of Appendix I to the Listing Rules

(‘‘Paragraph 53(2)’’), the Company is required to provide details of a reasonable period of time

(being not less than 14 days) during which and a place in Hong Kong at which there may be

inspected all material contracts (not being contracts entered into in the ordinary course of business)

entered into by any member of the Group within two years immediately preceding the issue of this

prospectus.

The Company applied to the SFC under section 38A of the Companies Ordinance for a

certificate of exemption from strict compliance with Paragraph 17 and to the Stock Exchange for

waivers from strict compliance with Paragraph 53(2) in relation to the agreements set out below on

the grounds that (1) any exemption and waiver would not prejudice the interests of the investing

public and (2) making these agreements available for inspection and delivering them to the Registrar
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would be inappropriate and unduly burdensome as it would be seriously detrimental to the Company

because (a) the agreements contain information which is highly commercially sensitive; (b) the

agreements contain confidential technological know-how belonging to the Company; and (c) such

disclosure is likely to result in a breach of the confidentiality provisions contained in each of these

agreements on the part of the Company or DTTNCo (as the case may be). The Directors confirm that

in their opinion the material terms of the agreements in respect of which the exemption and waivers

were sought (and which are specified below) are sufficiently disclosed in this prospectus (and that

there are no additional details not disclosed) to enable a reasonable person to understand the

arrangements effected by such agreements and therefore form a valid and justifiable opinion of the

Company. As a result the Directors are of the view that the granting of the exemption and waivers

requested will not prejudice the interest of the investing public. On the contrary, for the reasons set

out above, the Directors are of the view that full disclosure of these agreements would prejudice the

interests of the Company and, therefore, the investing public.

The SFC has issued a certificate of exemption under Section 38A of the Companies Ordinance

granting a partial exemption from strict compliance with Paragraph 17, and the Stock Exchange has

granted a partial waiver from strict compliance with Paragraph 53(2), for the reasons set out above.

The partial exemption and waiver have been granted in respect of the following agreements:

. the GETS Agreement relating to TDEC, DCP and EMAN;

. the GETS Agreement relating to CO and PN;

. the GETS Agreement relating to TTRS; and

. the DTTN Operating Agreement,

further details of which are set out on pages 85 to 92 of this prospectus.

Under the terms of this partial exemption and waiver, there will be redacted from the version

of the agreements which are delivered to the Registrar and made available for inspection (a) details

of the price ceilings contained in all four agreements and (b) details of the security of the

Company’s systems contained in the three GETS Agreements.

3. Intellectual property rights

The following intellectual property rights which are owned by members of the Group are or

may be material in relation to the Group’s business:

(i) Details of our registered trade marks are as follows:

Trade mark

Territory of

Registration

Expiry

Date Class

Trade Mark

number

Device+ Hong Kong 12.12.2012 16 199404571

Device+ Hong Kong 2.3.2013 35 199604563

Device+ Hong Kong 2.3.2013 38 199506358

Device+ Hong Kong 2.3.2013 42 199504345

Device+TRADELINK Hong Kong 22.3.2011 16 1994B07061

Device+TRADELINK Hong Kong 2.3.2013 35 1995B08085

Device+TRADELINK Hong Kong 2.3.2013 38 1995B06357
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Trade mark

Territory of

Registration

Expiry

Date Class

Trade Mark

number

Device+TRADELINK Hong Kong 2.3.2013 42 1996B06621

Device+ +TRADELINK Hong Kong 18.1.2006 16 200003747

Device+ +TRADELINK Hong Kong 18.1.2006 35 2000B03748

Device+ +TRADELINK Hong Kong 18.1.2006 38 2000B03745

Device+ +TRADELINK Hong Kong 18.1.2006 42 2000B03746

Device+ID-Cert Hong Kong 5.1.2008 38 2002B13685

Device (radiating globe) Mainland China 20.3.2005 35 779562

Device (radiating globe) Mainland China 6.3.2005 38 779199

Device (radiating globe) Mainland China 27.2.2005 42 778938

Device + TRADELINK Mainland China 20.3.2005 35 779563

Device + TRADELINK Mainland China 20.3.2005 38 779564

Device + TRADELINK Mainland China 20.3.2005 42 779565

(ii) Details of our registered domain names are as follows:

Domain name Registered owner Expiry date

hk-dttn.org Tradelink 18.8.2006

hk-dttn.net Tradelink 18.8.2006

hk-dttn.com Tradelink 18.8.2006

hk-dtt.net Tradelink 18.8.2006

hk-dtt.com Tradelink 18.8.2006

hkdtt.net Tradelink 18.8.2006

hkdtt.com Tradelink 18.8.2006

corpslink.com Tradelink 23.10.2006

tradelink-webhosting.com Tradelink 09.2.2007

textilecouncil.org Tradelink 11.12.2006

textilecouncil.com Tradelink 11.12.2006

tradelinksig.com Tradelink 11.06.2006

dg-sign.com Tradelink 06.10.2005

hkdigisign.com Tradelink 06.10.2005

digisignhk.com Tradelink 06.10.2005

tradelink-e.biz Tradelink 18.3.2007

e-tradelink.net Tradelink 15.3.2007

e-tradelink.com Tradelink 15.3.2007

valunet.biz Tradelink 14.11.2006

silknet.biz Tradelink 14.11.2006

tradelink-ebiz.com Tradelink 05.8.2006

tradelinkebiz.com Tradelink 05.8.2006

tradelink.hk Tradelink 30.3.2006

tradelink-ebiz.com.hk Tradelink 20.6.2006

tradelink.com.hk Tradelink 15.9.2006

digisign.com.hk Tradelink 15.9.2006

Tradelink 15.5.2006

.cn Tradelink 15.5.2006

Tradelink 15.5.2006

.cn Tradelink 15.5.2006
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Domain name Registered owner Expiry date

Tradelink 15.5.2006

.cn Tradelink 15.5.2006

Tradelink 15.5.2006

.cn Tradelink 15.5.2006

Tradelink 15.5.2006

.cn Tradelink 15.5.2006

Tradelink 15.5.2006

.cn Tradelink 15.5.2006

Tradelink 15.6.2006

Tradelink 15.6.2006

.cn Tradelink 15.6.2006

.cn Tradelink 15.6.2006

Tradelink 15.6.2006

Tradelink 15.6.2006

.cn Tradelink 15.6.2006

.cn Tradelink 15.6.2006

Tradelink 15.5.2006

.cn Tradelink 15.5.2006

Tradelink 15.5.2006

.cn Tradelink 15.5.2006

Tradelink 15.5.2006

.cn Tradelink 15.5.2006

Tradelink 15.6.2006

Tradelink 15.6.2006

.cn Tradelink 15.6.2006

.cn Tradelink 15.6.2006

Tradelink 15.5.2006

.cn Tradelink 15.5.2006

Tradelink 15.5.2006

.cn Tradelink 15.5.2006

C. FURTHER INFORMATION ABOUT DIRECTORS, MANAGEMENT AND STAFF

1. Particulars of Directors’ service contracts

Mr Yue Kwok Hung entered into a service contract with the Company for an initial term of

three years commencing on 1 January 2003. Mr Yue’s contract was extended for an additional term

of three years commencing on 1 January 2006 by way of a letter agreement dated 16 August 2005.

Ms Chung Shun Kwan has entered into a service contract with the Company for a term of three

years commencing on 1 August 2005. None of our remaining Directors have service contracts with

any member of the Group.

2. Directors’ remuneration

The aggregate remuneration paid (including benefits in kind) to our Directors by our Group in

respect of the year ended 31 December 2004 was approximately HK$4,145,000.
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Under the current arrangements, our Directors will be entitled to receive remuneration and

benefits in kind for the year ending 31 December 2005 which are expected to be approximately

HK$5,700,000 in aggregate.

3. Disclosure of interests in the share capital of our Company

Immediately following the Share Offer, our Directors or our chief executive will have the

following interests in the share capital of the Company and its associated corporations (within the

meaning of Part XV of the SFO) which will have to be notified to the Company and the Stock

Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short

positions in which they have taken or are deemed to have under such provisions of the SFO), or

which will be required pursuant to section 352 of the SFO to be entered in the register referred

therein, or pursuant to the Model Code for Securities by Directors of Listed Issuers in the Listing

Rules, to be notified to the Company and the Stock Exchange, in each case once the Shares are

listed on the Stock Exchange:

Name

Company/

Associated

Corporation

Number of

Shares

Type of

interest

Approximate

percentage in the

relevant issued

share capital

Yue Kwok Hung

(Chief Executive

Officer)

The Company 4,507,900 Share option 0.50%

Chung Shun Kwan

(Chief Operations

Officer)

The Company 1,196,845 Share option 0.10%

4. Personal guarantees

Our Directors have not provided personal guarantees in favour of lenders in connection with

banking facilities granted to the Group.

5. Substantial Shareholder

So far as our Directors are aware, immediately following the Share Offer, the following

Shareholder will be interested in more than 10% of the Shares then in issue:

If the Over-allotment Option

is exercised

If the Over-allotment Option

is not exercised

Name

Number of

Shares Voting Power

Number of

Shares Voting Power

(%) (%)

The Financial Secretary

Incorporated 95,673,000 12.30 130,665,000 16.80

6. Other interests

Mr Lau Kam Kuen, David is a Director and a public officer, and accordingly may be regarded

as interested in all contracts and other dealings between the Government or The Financial Secretary

Incorporated and members of the Group.
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7. Disclaimers

Save as disclosed in this prospectus:

(a) none of our Directors or our chief executive has any interest or short position in the

Shares, underlying Shares of the Company or any associated corporation (within the

meaning of Part XV of the SFO) which will be required to be notified to the Company

and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including

interests and short positions which he has taken or is deemed to have under such

provisions of the SFO) or which will be required, pursuant to section 352 of the SFO, to

be entered in the register referred to therein or which, pursuant to the Model Code for

Securities Transactions by Directors of Listed Issuers, will be required to be notified to

the Company and the Stock Exchange;

(b) so far as is known to any of our Directors or our chief executive, no person has an

interest or short position in the Shares and underlying Shares of the Company which

would fall to be disclosed under the provisions of Divisions 2 and 3 of Part XV of the

SFO, or is directly or indirectly interested in 10% or more of the nominal value of any

class of share capital carrying rights to vote in all circumstances at general meetings of

any other member of the Group;

(c) none of our Directors has entered or proposes to enter into any service contracts with the

Company or any other member of the Group (other than contracts expiring or

determinable by the employer within one year without payment of compensation other

than statutory compensation);

(d) none of our Directors or any of the persons referred to in paragraph F8 of this Appendix

VI is interested in the promotion of the Company, or in any assets which have been,

within the two years immediately preceding the date of this prospectus, acquired or

disposed of by or leased to any member of the Group, or are proposed to be so acquired,

disposed of or leased;

(e) none of our Directors is materially interested in any contract or arrangement subsisting at

the date of this prospectus which is significant in relation to the business of the Group;

(f) none of the persons referred to in paragraph F8 of this Appendix VI has any shareholding

in any company in our Group or the right (whether legally enforceable or not) to

subscribe for or to nominate persons to subscribe for securities in any member of our

Group;

(g) none of our Directors, their associates or any Shareholder (which to the knowledge of the

Directors owns more than 5% of the issued share capital of the Company) has any interest

in any of the Group’s five largest suppliers or five largest customers.

D. PRE-IPO SHARE OPTION SCHEME AND SHARE OPTION SCHEME

1. Terms of the Pre-IPO Share Option Scheme

The Pre-IPO Share Option Scheme was adopted to give the participants an opportunity to have

a personal stake in our Company and help motivate the participants to optimise their performance

and efficiency and attract and retain participants whose contributions are important to the long-term
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growth and profitability of the Group. The principal terms of the Pre-IPO Share Option Scheme,

approved and adopted by our Shareholders at an extraordinary general meeting of the Company on 2

August 2000 and amended on 11 September 2001 and 26 November 2002 respectively, are similar to

the terms of the Share Option Scheme except for the following:

(a) the maximum number of Shares which may be issued upon the exercise of all options

granted under the Pre-IPO Share Option Scheme is 36,163,000 Shares; and

(b) save for the options which have been granted but have not lapsed, been cancelled or

exercised in full (details of which are set out below), no further options will be offered or

granted, as the right to do so will end upon the Listing. Each option has a 10-year

exercise period. Commencing from the first, second and third anniversaries of the Listing

Date, the relevant grantee may exercise up to 25%, 60% and 100% respectively of the

Shares comprised in his option (less any number of Shares in respect of which the option

has been previously exercised). Save for the number of Shares which may be subscribed

for pursuant to the exercise of options and the exercise price (details of which are set out

below), each option so granted under the Pre-IPO Share Option Scheme has the same

terms and conditions.

2. Options granted under the Pre-IPO Share Option Scheme

As at the date of this prospectus, in consideration of HK$1.00 per option, a total of 291 options

to subscribe for an aggregate of 25,526,296 Shares, representing approximately 3% of the issued

share capital of the Company immediately after the Share Offer (assuming that the Over-allotment

Option is not exercised) have been granted to 213 grantees under the Pre-IPO Share Option Scheme.

Nine of those grantees are Directors and senior management of the Company. These nine grantees

hold in aggregate 26 of the options granted, representing 10,030,864 Shares. The remaining 204

grantees hold in aggregate 265 options, representing 15,495,432 Shares. Full exercise of all options

granted under the Pre-IPO Share Option Scheme after the Share Offer would result in the issued

share capital of the Company increasing by approximately 3%, hence diluting the shareholdings and

reducing the earnings per Share.

Particulars of the options that have been granted under the Pre-IPO Share Option Scheme

(other than pursuant to the grant of options approved on 22 March 2005, details of which are set out

in the second table below) are set out as follows:

Grantee and

position in the

Company

Date of

grant Residential address

Number of

Shares subject

to the option Exercise price

Exercise

period

Yue Kwok Hung

(Chief Executive

Officer)

24/11/2000 House C, Seabreeze Villa

26 Wing Lung Rd

Clearwater Bay

New Territories

Hong Kong

1,762,500 The lower of $0.90 and

80% of the Offer

Price

10 years

Yue Kwok Hung

(Chief Executive

Officer)

13/12/2001 House C, Seabreeze Villa

26 Wing Lung Rd

Clearwater Bay

New Territories

Hong Kong

1,762,500 The lower of $0.90 and

80% of the Offer

Price

10 years
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Grantee and

position in the

Company

Date of

grant Residential address

Number of

Shares subject

to the option Exercise price

Exercise

period

Chung Shun Kwan

(Chief Operations

Officer)

24/11/2000 7A, William Mansion

16–18 Macdonnell Rd

Mid-Levels

Hong Kong

400,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Chung Shun Kwan

(Chief Operations

Officer)

13/12/2001 7A, William Mansion

16–18 Macdonnell Rd

Mid-Levels

Hong Kong

400,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Li Fuk Kuen

(Chief Financial

Officer)

24/11/2000 House 10

Magnolia Path

Palm Springs

Phase 1A

Yuen Long

New Territories

450,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Li Fuk Kuen

(Chief Financial

Officer)

13/12/2001 House 10

Magnolia Path

Palm Springs

Phase 1A

Yuen Long

New Territories

450,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Yuen Kam Ming,

Alfred

(Chief Technology

Officer)

24/11/2000 Flat B, 46/F, Block 6

Coastal Skyline

12 Waterfront

Tung Chung

New Territories

140,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Yuen Kam Ming,

Alfred

(Chief Technology

Officer)

13/12/2001 Flat B, 46/F, Block 6

Coastal Skyline

12 Waterfront

Tung Chung

New Territories

140,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Cheng Chun Chung,

Andrew

(Senior Vice

President)

09/11/2002 20C Camelot Heights

66 Kennedy Road

Mid-Levels

Hong Kong

300,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Mak Cheung Wah,

Lawrence

(Senior Vice

President)

24/11/2000 15C Chai Kung Mansion

Taikoo Shing

Hong Kong

70,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Mak Cheung Wah,

Lawrence

(Senior Vice

President)

13/12/2001 15C Chai Kung Mansion

Taikoo Shing

Hong Kong

65,000 The lower of $0.90 and

80% of the Offer

Price

10 years
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Grantee and

position in the

Company

Date of

grant Residential address

Number of

Shares subject

to the option Exercise price

Exercise

period

Ng Paul

(Senior Vice

President)

24/11/2000 3/F Harmony Court

20 Tai Hang Road

Causeway Bay

Hong Kong

140,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Ng Paul

(Senior Vice

President)

13/12/2001 3/F Harmony Court

20 Tai Hang Road

Causeway Bay

Hong Kong

300,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Chan Wan Wah,

Teresa

(Senior Vice

President)

24/11/2000 A3, 1/F Coral Court

116–126 Tin Hau Temple

Road

North Point

Hong Kong

140,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Chan Wan Wah,

Teresa

(Senior Vice

President)

13/12/2001 A3, 1/F Coral Court

116–126 Tin Hau Temple

Road

North Point

Hong Kong

140,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Liu Kin Ming

(Company

Secretary)

04/11/2001 Flat C, 8th Floor

Block 5, Laguna City

Kowloon

Hong Kong

65,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Liu Kin Ming

(Company

Secretary)

13/12/2001 Flat C, 8th Floor

Block 5, Laguna City

Kowloon

Hong Kong

65,000 The lower of $0.90 and

80% of the Offer

Price

10 years

44 other employees

of our Group (not

being connected

persons or senior

management of

our Group)

24/11/2000–

18/05/2004

4,520,000 The lower of $0.90 and

80% of the Offer

Price

10 years

Total: 11,310,000
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At its meeting held on 22 March 2005, the Board approved a fresh allotment of share options

under the Pre-IPO Share Option Scheme to all permanent staff (some of whom also hold options

granted previously). The grant, however, was made conditional upon the successful Listing. The

terms of this conditional grant are the same as those for the first grant as stated above, except that

the exercise price shall be equal to the Offer Price. Particulars of this conditional grant are set out as

follows:

Grantee and

position in the

Company

Date of

grant Residential address

Number of

Shares subject

to the option Exercise price

Exercise

period

Yue Kwok Hung

(Chief Executive

Officer)

14/10/2005 House C, Seabreeze Villa

26 Wing Lung Rd

Clearwater Bay

New Territories

Hong Kong

982,900 The Offer Price 10 years

Chung Shun Kwan

(Chief Operations

Officer)

14/10/2005 7A William Mansion

16–18 Macdonnell Rd

Mid-Levels

Hong Kong

396,845 The Offer Price 10 years

Li Fuk Kuen

(Chief Financial

Officer)

14/10/2005 House 10

Magnolia Path

Palm Springs

Phase 1A

Yuen Long

New Territories

350,158 The Offer Price 10 years

Yuen Kam Ming,

Alfred

(Chief Technology

Officer)

14/10/2005 Flat B, 46/F, Block 6

Coastal Skyline

12 Waterfront

Tung Chung

New Territories

396,845 The Offer Price 10 years

Cheng Chun Chung,

Andrew

(Senior Vice

President)

14/10/2005 20C Camelot Heights

66 Kennedy Road

Mid Levels

Hong Kong

228,524 The Offer Price 10 years

Mak Cheung Wah,

Lawrence

(Senior Vice

President)

14/10/2005 15C Chai Kung Mansion

Taikoo Shing

Hong Kong

258,994 The Offer Price 10 years

Ng Paul

(Senior Vice

President)

14/10/2005 3/F Harmony Court

20 Tai Hang Road

Causeway Bay

Hong Kong

258,994 The Offer Price 10 years

Chan Wan Wah,

Teresa

(Senior Vice

President)

14/10/2005 A3, 1/F Coral Court

116–126 Tin Hau Temple

Road

North Point

Hong Kong

258,994 The Offer Price 10 years

Liu Kin Ming

(Company

Secretary)

14/10/2005 Flat C, 8th Floor

Block 5, Laguna City

Kowloon

Hong Kong

108,610 The Offer Price 10 years
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Grantee and

position in the

Company

Date of

grant Residential address

Number of

Shares subject

to the option Exercise price

Exercise

period

200 other employees

of our Group (not

being connected

persons or senior

management of

our Group)

14/10/2005 10,975,432 The Offer Price 10 years

Total: 14,216,296

We applied to the SFC for an exemption from strict compliance with the disclosure

requirements under paragraph 10 of the Third Schedule to the Companies Ordinance (‘‘Paragraph

10’’) and to the Stock Exchange for a waiver from strict compliance with the disclosure requirements

under Rule 17.02(1)(b) of and paragraph 27 of Part A of Appendix 1 to the Listing Rules (‘‘Rule

17.02(1)(b) and Paragraph 27’’) on the grounds that:

(a) in light of the large number of grantees involved, strict compliance with such disclosure

requirements, in setting out full details of all grantees under the Pre-IPO Share Option

Scheme in this prospectus, would be unduly burdensome for the Company;

(b) the grant and exercise in full of the options granted under the Pre-IPO Share Option

Scheme will not cause any material adverse change in the financial position of the

Company;

(c) non-compliance with the disclosure requirements does not prevent the Company from

providing an informed assessment of the activities, assets, liabilities, financial position,

management and prospects of the Company to its potential investors; and

(d) the information contained in this prospectus regarding the Pre-IPO Share Option Scheme

provides potential investors with sufficient information to make a relevant assessment of

the Company in their investment decision making process.

The SFC has granted this exemption and the Stock Exchange has granted this waiver on the

conditions summarised as follows:

(a) that full details of all the options granted under the Pre-IPO Share Option Scheme to

grantees who are Directors and senior management of the Company are disclosed in this

prospectus in accordance with Paragraph 10 and Rule 17.02(1)(b) and Paragraph 27;

(b) that the following information regarding the remaining grantees (being other employees of

the Company) is summarised for disclosure in this prospectus:

(i) the number of Shares to be subscribed for under the options;

(ii) the period during which each of the options is exercisable; and

(iii) the price to be paid for Shares on exercise of the options; and
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(c) that a full list of all the grantees under the Pre-IPO Share Option Scheme (including the

Directors and senior management referred to in paragraph (a) above) containing all the

particulars as required under Paragraph 10 and Rule 17.02(1)(b) and Paragraph 27, are

made available for public inspection in accordance with the section headed ‘‘Documents

Delivered to the Registrar of Companies in Hong Kong and Available for Inspection’’ in

Appendix VII to this prospectus.

3. Application for the approval of the listing of, and permission to deal in, Shares to be

issued pursuant to the Pre-IPO Share Option Scheme

Application has been made to the Listing Committee of the Stock Exchange for the approval of

the listing of, and permission to deal in, all the Shares to be issued pursuant to the exercise of the

options granted under the Pre-IPO Share Option Scheme (namely, 25,526,296 Shares).

4. No further grants under the Pre-IPO Share Option Scheme

No further grants will be made under the Pre-IPO Share Option Scheme following the date of

this prospectus.

5. Terms of the Share Option Scheme

The following is a summary of the principal terms of the Share Option Scheme conditionally

approved and adopted at the general meeting of our Company held on 14 October 2005 :

(a) Purpose

The purpose of the Share Option Scheme is to attract and retain the best available

personnel and to provide additional incentives to employees, directors, consultants, business

associates and advisers to promote the success of the Group.

In granting the options, the Company may specify terms and conditions which must be

satisfied before the options can be exercised. The terms and conditions may include a minimum

holding period and performance conditions. In addition, the basis for determination of the

exercise price of the options has been set out in the Share Option Scheme. The Board considers

that the aforesaid criteria and the terms of the Share Option Scheme will serve to preserve the

value of the Company and encourage option holders to acquire proprietary interests in the

Company.

(b) Who may join

The Board may, in its absolute discretion, offer any employee (whether full-time or part-

time), director (including independent non-executive directors), consultant, business associate

or adviser of our Company or any company within our Group (the ‘‘Eligible Person’’) options

to subscribe for Shares at a price calculated in accordance with paragraphs (d) below and

subject to the other terms of the Share Option Scheme summarised below. The Board may grant

options to Eligible Persons who are considered to have contributed to the development and

growth of the Company. Upon acceptance of the offer of an option, the grantee shall pay

HK$1.00 to the Company as nominal consideration for the grant.

APPENDIX VI STATUTORY AND GENERAL INFORMATION

— VI-17 —



(c) Maximum number of Shares

(i) The maximum number of Shares which may be issued upon the exercise of all

outstanding options granted and yet to be exercised under the Share Option Scheme

(each a ‘‘Subsisting Option’’) and any other share option schemes (including the Pre-

IPO Share Option Scheme) of the Company must not exceed such number of Shares

as shall represent 30% of our issued share capital from time to time. No options may

be granted under the Share Option Scheme or any other schemes if this will result in

such overall limit being exceeded.

(ii) Subject always to the overall limit:

(A) the Board may grant options under the Share Option Scheme generally and

without further authority provided that the number of Shares which may be

issued upon exercise of all options to be granted under the Share Option

Scheme and any other schemes shall not exceed in aggregate 10% of our issued

share capital as at the date of adoption of the Share Option Scheme (which is

proposed to be the Listing Date) (the ‘‘Scheme Mandate Limit’’) (being

77,763,250 Shares as at such date). For the avoidance of doubt, options that

have lapsed in accordance with the Share Option Scheme shall not be counted

for the purpose of calculating the Scheme Mandate Limit;

(B) the Scheme Mandate Limit may be renewed by obtaining approval of

Shareholders in general meeting of the Company provided that such the total

number of Shares which may be issued upon exercise of all options to be

granted under the Share Option Scheme and any other share option schemes

under the Scheme Mandate Limit as renewed shall not exceed 10% of the

Shares in issue as at the date of approval of such limit (the ‘‘Refreshed

Limit’’). Options previously granted under the Share Option Scheme (including

those outstanding, cancelled, lapsed or exercised in accordance with the Share

Option Scheme) shall not be counted for the purpose of calculating the

Refreshed Limit; and

(C) the Board may grant options under the Share Option Scheme in excess of the

Scheme Mandate Limit (as renewed from time to time) if the grant of such

options is to specifically identified Eligible Persons and the grant of such

options to specifically identified Eligible Persons is first approved by

Shareholders in general meeting. In obtaining the Shareholders’ approval, the

Company shall send a circular to Shareholders in accordance with, and

containing such information as is required under, rule 17.03(3) of the Listing

Rules.

(iii) Unless approved by Shareholders in the manner as set out in sub-paragraph (iv)

below, the total number of Shares issued and to be issued upon the exercise of the

options granted to an Eligible Person under the Share Option Scheme (including

exercised, cancelled and outstanding options) in any 12 month period shall not

exceed 1% of the relevant class of securities of the Company in issue.

(iv) Further options may be granted under the Share Option Scheme in excess of the

limit stated in sub-paragraph (iii) above, by issuing a circular to the Shareholders

and obtaining separate approval of the Shareholders in general meeting with such
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Eligible Person and his associate(s) (as defined in the Listing Rules) abstaining from

voting, provided that the terms and number (including the exercise price) of the

options to be granted to such Eligible Person are fixed before the relevant

Shareholders’ approval is obtained, and the date of the meeting of the Board

proposing such further grant shall be deemed to be the Date of Grant (as defined in

paragraph (d)(i) below) for the purpose of determining the subscription price for

Shares under the Share Option Scheme.

(d) Exercise price

The subscription amount payable in respect of each Share upon the exercise of an option

granted under the Share Option Scheme shall be determined by the Board and notified to the

Eligible Person and shall be not less than the greater of:

(i) the closing price of the Shares on the Stock Exchange as stated in the Stock

Exchange’s daily quotations sheet on the date, which must be a business day, of the

written offer of such option (the ‘‘Date of Grant’’);

(ii) the average closing price of the Shares on the Stock Exchange as stated in the Stock

Exchange’s daily quotations sheets for the five business days immediately preceding

the Date of Grant; and

(iii) the nominal value of the Shares.

(e) Rights are personal to grantee

Any offer to grant an option and any option granted under the Share Option Scheme shall

be personal to the Eligible Person to whom it is granted or to whom it is made and shall not be

transferable or assignable. No Eligible Person shall in any way sell, transfer, charge, mortgage,

encumber or create any interest in favour of any third party over or in relation to any option

held by him or any offer relating to the grant of an option made to him.

(f) Options granted to Directors or Substantial Shareholders

(i) Any options to be granted to an Eligible Person who is a Director, chief executive or

Substantial Shareholder of the Company or any of their respective associates must

first be approved by the independent non-executive Directors of the Company

(excluding any independent non-executive Director who is the proposed grantee of

such options).

(ii) Any options to be granted to an Eligible Person who is a Substantial Shareholder or

independent non-executive Director of the Company or one of their respective

associates, which would result in the total number of Shares issued and to be issued

upon exercise of all options granted and to be granted (including options exercised,

cancelled or still outstanding) to such person in the period of 12 months up to and

including the date of such grant:

(A) representing in aggregate over 0.1% of the Shares in issue; and

(B) having an aggregate value, based on the closing price of the Shares at the date

of each grant, in excess of HK$5,000,000,
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must first be approved by Shareholders in general meeting by poll convened and

held in accordance with our Articles of Association and at which all connected

persons of the Company shall abstain from voting in favour of the resolution

concerning the grant of such options. In obtaining the approval of Shareholders, the

Company shall despatch a circular to Shareholders containing such information as is

required under rule 17.04 of the Listing Rules.

(g) Grant of option

(i) An offer of an option must be made by the Company in writing on a business day

and accepted in writing by the grantee in such manner as the Board may prescribe

within 21 days (from and including the date of the offer by the Company) of the

same being made and if not so accepted such offer shall lapse.

(ii) The Board shall not grant any options under the Share Option Scheme after a price

sensitive development concerning the Company or any of its subsidiaries has

occurred or a price sensitive matter concerning the Company or any of its

subsidiaries has been the subject of a decision until such price sensitive information

has been announced pursuant to the requirements of the Listing Rules. In particular,

no option shall be granted during the period of one month immediately preceding the

earlier of (A) the date of the Board meeting (as such date is first notified to the

Stock Exchange in accordance with the Listing Rules) for the approval of the

Company’s published interim or annual results and, where the Company has elected

to publish them, any published quarterly results or those of any other interim period;

and (B) the deadline for the Company to publish an announcement of its interim or

annual results and, where the Company has elected to publish them, any published

quarterly results or those of any other interim period, and ending on the date of the

announcement of the results for such year, half-year, quarterly or interim period (as

the case may be).

(h) Time of exercise of option

Any option may be exercised in whole or in part by the Eligible Person at any time

during the period to be notified by the Board to the Eligible Person upon the grant of the

option, such period to commence not less than one year and not to exceed ten years from the

Date of Grant (the ‘‘Exercise Period’’).

(i) Cancellation of options

Any cancellation of any Subsisting Option shall be conditional on the approval by the

Board (including the approval of independent non-executive Directors of the Company) and the

option holder(s) concerned.

In the event that the Board elects to cancel any Subsisting Options and issue new options

to the same option holder, the issue of such new options shall be made with available unissued

options (excluding the cancelled options) within the Scheme Mandate Limit or the Refreshed

Limit, as the case may be.

APPENDIX VI STATUTORY AND GENERAL INFORMATION

— VI-20 —



(j) Voting and dividend rights

No dividends shall be payable and no voting rights shall be exercisable in relation to

Shares that are the subject of options that have not been exercised.

(k) Effects of alterations in the capital structure of the Company

Subject to the limits described in paragraphs (c) above, in the event of a capitalisation

issue, rights issue, open offer, consolidation, subdivision or reduction of the share capital of the

Company in accordance with applicable laws and regulatory requirements, corresponding

adjustments (if any) shall be made in relation to any Subsisting Option to:

(i) the number of Shares subject to the Subsisting Option; and/or

(ii) the exercise price payable for each Share; and/or

(iii) in the event of a consolidation and subdivision of the share capital of the Company

and to the extent necessary, the maximum number of Shares referred to in

paragraphs (c) above,

and such adjustment shall be certified by the auditors for the time being of the Company

as being fair and reasonable, provided that:

(a) subject to sub-sections (b) and (c) below, any such adjustment shall give an option

holder the same proportion of the issued share capital of the Company as that to

which he was previously entitled;

(b) no such adjustments shall be made to the advantage of option holders (including, but

not limited to, adjustments which would increase the intrinsic value of any

Subsisting Option) except with the prior sanction of a resolution of the Shareholders

in general meeting; and

(c) no such adjustment shall be made which would have the effect of enabling any Share

to be issued at less than its nominal value or which would result in the aggregate

amount payable on the exercise of any Subsisting Option being increased.

Where any such adjustment shall be required for any alteration in the capital structure of

the Company (other than by way of a capitalisation of profits or reserves) such adjustment shall

be further conditional on the Auditors also certifying in writing that (1) such adjustment shall

give an Eligible Person the same proportion of the issued share capital of the Company as that

to which he was previously entitled, and (2) such adjustment shall not have the effect of

enabling a Share to be issued at less than its nominal value.

For the purpose of these provisions, ‘‘intrinsic value’’ is the difference between the

market price (or theoretical ex-entitlement price) of the Shares subject to the Subsisting Option

and the exercise price (or revised exercise price following an alteration in the capital structure

of the Company) of the Subsisting Option.
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(l) Rights on a takeover

If during the Exercise Period of any Subsisting Options an offer is made to acquire all or

part of the issued Shares (other than those held by the offeror and any persons acting in concert

(as defined in the Takeovers Code) with the offeror) and such offer becomes or is declared

unconditional, the Company shall give written notice to all persons then holding Subsisting

Options of the offer becoming unconditional as soon as reasonably practicable after becoming

so aware, and such option holders may, by notice in writing to the Company, within 14 days of

the date of such notice exercise any of their Subsisting Options (in accordance with the terms

of the Share Option Scheme) to their full extent or to the extent specified in such notice.

(m) Rights on schemes of compromise or arrangement

If during the Exercise Period of any Subsisting Options an application is made to the

court (otherwise than where the Company is being voluntarily wound up) pursuant to sections

166 and 167 of the Companies Ordinance (or any analogous event under any equivalent

legislation applicable to the Company) in connection with a proposed compromise or

arrangement between the Company and its creditors (or any class of them) or between the

Company and its members (or any class of them), an option holder holding Subsisting Options

may by notice in writing to the Company, within the period of 21 days after the date of such

application, exercise any of his Subsisting Options (in accordance with the terms of the Share

Option Scheme) to their full extent or to the extent specified in such notice.

(n) Rights on a voluntary winding up

In the event of a notice of a meeting being convened to consider a resolution for the

voluntary winding up of the Company during the Exercise Period of any Subsisting Options,

the Company shall forthwith upon notice of such meeting being given, give to the persons

holding such Subsisting Options written notice of the convening of such meeting and such

option holders may thereupon by notice in writing to the Company exercise any Subsisting

Options (in accordance with the terms of the Share Option Scheme) at any time not later than

five business days prior to the proposed general meeting of the Company to its full extent or to

the extent specified in such notice.

(o) Duration of the Share Option Scheme

Unless otherwise terminated by the Board or the Shareholders of the Company in general

meeting in accordance with the terms of the Share Option Scheme, the Share Option Scheme

shall be valid and effective for a period of 10 years from the date on which it is conditionally

adopted by resolution of Shareholders in general meeting (the ‘‘Scheme Period’’), after which

no further options will be granted or offered but the provisions of the Share Option Scheme

shall remain in full force and effect to the extent necessary to give effect to the exercise of any

Subsisting Options granted within the Scheme Period or otherwise as may be required in

accordance with the provisions of the Share Option Scheme.

(p) Amendment of the Share Option Scheme

(i) Subject to sub-paragraphs (ii) below, the Board may amend any of the provisions of

the Share Option Scheme or withdraw or otherwise terminate the Share Option

Scheme at any time but no amendments shall be made to the advantage of any

APPENDIX VI STATUTORY AND GENERAL INFORMATION

— VI-22 —



option holder unless approved by Shareholders in general meeting. In addition, no

amendment shall operate to affect adversely any rights which have accrued to any

option holder at that date.

(ii) Shareholders in general meeting must approve in advance by ordinary resolution any

proposed change which relates to the following:

(A) the category of eligible persons to or for whom options may be granted under

the Share Option Scheme;

(B) the authority of the Board in relation to any alteration to the terms of the Share

Option Scheme;

(C) the limits as to the number of Shares which may be issued under the Share

Option Scheme;

(D) the individual limits as to the number of options for each Eligible Person under

the Share Option Scheme;

(E) the determination of the exercise price;

(F) any rights attaching to the options and the Shares;

(G) the terms of any granted options;

(H) the rights of option holders in the event of a capitalisation issue, rights issue,

sub-division or consolidation of Shares or reduction or any other variation of

capital of the Company;

(I) the provisions under the Share Option Scheme as described in these sub-

paragraphs (p)(ii);

(J) any matters set out in rule 17.03 of the Listing Rules; or

(K) any amendment to the Share Option Scheme which is of a material nature.

(iii) Except as described in sub-paragraphs (p)(ii) above, the Board need not obtain the

approval of Shareholders in general meeting for any minor amendments:

(A) to benefit the administration of the Share Option Scheme;

(B) to comply with or take account of the provisions of any proposed or existing

legislation;

(C) to take account of any changes to the legislation; or

(D) to obtain or maintain favourable tax, exchange control or regulatory treatment

of the Company, any of its subsidiaries, any associated company or any present

or future Eligible Person.
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(iv) Any amendment to the terms and conditions of the Share Option Scheme which is of

a material nature shall be subject to the clearance of the Stock Exchange save where

the amendment takes effect automatically under the existing terms of the Share

Option Scheme.

(v) Unless otherwise cleared by the Stock Exchange, the amended terms of the Share

Option Scheme or the options must comply with the relevant requirements of the

Listing Rules.

(r) Lapse of options

An option shall lapse forthwith (to the extent not already exercised) on the occurrence of

the earliest of the following events:

(i) the expiry of the Exercise Period;

(ii) the first anniversary of the death of the option holder;

(iii) if the option holder is an employee or a Director, upon such option holder ceasing to

be an employee or a Director by reason of dismissal from employment or

termination of office; or if the option holder is a consultant, a business associate

or an adviser, by reason of the termination by the Company or any of its subsidiaries

of the contract for the provision of services by such option holder, on any of the

following grounds:

(A) his misconduct;

(B) his committing an act of bankruptcy;

(C) his becoming insolvent or making any arrangements or composition with his

creditors generally; or

(D) his being convicted of any criminal offence involving his integrity or honesty;

(iv) 90 days after the option holder ceases to be an employee by reason of:

(A) his retirement on or after attaining normal retirement age;

(B) his resignation;

(C) his ill health or disability;

(D) the company by which he is employed ceasing to be a subsidiary or associated

company;

(E) the expiry of his contract of employment; or

(F) termination of his employment for reasons other than the reasons specified in

sub-paragraphs (iv)(B) and (iv)(C) above;

(v) 90 days after the option holder ceases to be a Director for reasons other than the

reasons specified in sub-paragraphs (iv)(B) and (iv)(C) above;
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(vi) in the case of any takeovers, schemes of compromise or arrangement and voluntary

winding up, the expiry of any periods of notice, provided that in the case of schemes

of compromise or arrangement, the proposed compromise or arrangement becomes

effective;

(vii) save as otherwise provided in paragraph (n) above, the close of business on the fifth

business day prior to the general meeting, for considering the resolution for the

voluntary winding up of the Company or the date of the commencement of the

winding up of the Company, whichever is earlier;

(viii) any breach of the provisions of paragraph (e) above; and

(ix) in the case of an option holder who is a consultant, a business associate or an

adviser, on the date which falls 90 days after the date on which the option holder is

notified by the Board that the Board has resolved that the option holder no longer

provides consultancy, business or advisory (as appropriate) services to the Company

or any of its subsidiaries and is therefore no longer a consultant, a business associate

or an adviser to the Company or any of its subsidiaries.

If an option shall be determined by the Board to have lapsed, the Board shall notify

the relevant option holder in writing of such lapse and forthwith upon such notification

the option holder shall be bound to surrender to the Company the written notice

evidencing such option.

(s) Termination

The Board or the Shareholders in general meeting may at any time terminate the Share

Option Scheme and in such event, no further option shall be granted or offered but the

provisions of the Share Option Scheme shall remain in force in all other respects. All options

granted prior to such termination and not then exercised shall continue to be valid and

exercisable subject to and in accordance with the terms of the Share Option Scheme.

(t) Disclosure of the Share Option Scheme

The Company will, unless otherwise allowed by the Stock Exchange or other relevant

authority, disclose all information as required by the Listing Rules or any other applicable rules

and regulations in its annual and interim reports.

6. Present status of the Share Option Scheme

The Share Option Scheme is conditional on the Listing Committee of the Stock Exchange

granting the listing of, and permission to deal in, the Shares which may be issued pursuant to the

exercise of any options to be granted under the Share Option Scheme, and is also conditional on the

Share Offer taking place. As at the date of this prospectus, no option has been granted or agreed to

be granted under the Share Option Scheme.

Application has been made to the Listing Committee of the Stock Exchange for the listing of,

and permission to deal in, all the Shares which may be issued pursuant to the exercise of any options

granted under the Share Option Scheme (namely, up to 77,763,250 Shares, which will represent 10%

of the Shares in issue on the Listing Date).
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E. RESPONSIBILITY

Part I

The Vendor, jointly with our Directors, accepts responsibility for the accuracy of the following

information in this prospectus, but strictly to the extent it relates to the Sale Shares or the Offer for

Sale only:

1. In the cover page of the Prospectus:

All information in that section.

2. In the section headed ‘‘Expected timetable’’:

All information in that section.

3. In the section headed ‘‘Definitions’’:

(a) Information contained in the following definitions: ‘‘CCASS’’, ‘‘CCASS Broker

Participant’’, ‘‘CCASS Custodian Participant’’, ‘‘CCASS Investor Participant’’,

‘‘CCASS Participant’’, ‘‘DBS Asia’’ or ‘‘Sponsor’’, ‘‘HKSCC’’ or ‘‘Hongkong

Clearing’’, ‘‘HKSCC Nominees’’, ‘‘Hong Kong Offer Shares’’, ‘‘Hong Kong Public

Offer’’, ‘‘Hong Kong Underwriters’’, ‘‘International Placing’’, ‘‘International Placing

Shares’’, ‘‘International Underwriters’’, ‘‘Listing’’, ‘‘Listing Date’’, ‘‘Listing Rules’’,

‘‘Main Board’’, ‘‘Offer for Sale’’, ‘‘Offer Price’’, ‘‘Offer Shares’’, ‘‘Over-allotment

Option’’, ‘‘Over-allotment Shares’’, ‘‘Price Determination Agreement’’, ‘‘Price

Determination Date’’, ‘‘Sale Shares’’, ‘‘Share(s)’’, ‘‘Share Offer’’, ‘‘Stock

Borrowing Agreement’’, ‘‘Underwriters’’, ‘‘Underwriting Agreement’’, ‘‘Vendor’’ or

‘‘FSI’’ or ‘‘The Financial Secretary Incorporated’’

4. In the section headed ‘‘Information about this Prospectus and the Share Offer’’:

All information in that section except for (a) the information set in the paragraphs headed

‘‘Directors’ Responsibility for the contents of the prospectus’’; (b) information in the

paragraphs headed ‘‘Offer Shares to be offered to the public in Hong Kong only’’; and (c)

information in the paragraphs respectively headed ‘‘United States’’, ‘‘United Kingdom’’,

‘‘Singapore’’, ‘‘Taiwan’’, ‘‘Japan’’, ‘‘Mainland China’’.

5. In the section headed ‘‘Directors and Parties involved in the Share Offer’’:

Information contained in the references to ‘‘Mr Lau Kam Kuen, David’’, ‘‘Vendor’’,

‘‘Global Coordinator, Bookrunner, Lead Manager and Sponsor’’, ‘‘Legal adviser to the Sponsor

and the Underwriters’’, ‘‘Legal adviser to the Vendor’’, and ‘‘Receiving Banker’’.

6. In the section headed ‘‘Corporate Information’’:

Information contained in the reference ‘‘Hong Kong Share Registrar and transfer office’’.
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7. In the section headed ‘‘Underwriting’’:

All information in that section except for (a) the paragraphs headed ‘‘Commission and

expenses’’ unless such information relates to what the Vendor will pay; (b) all estimations

therein on the expenses payable by the Company; (c) the first and last paragraphs under the

paragraphs headed ‘‘Undertakings’’; and (d) the paragraphs headed ‘‘Sponsor’s and

Underwriters’ interests in the Company’’ (apart from the second sentence of the first

paragraph).

8. In the section headed ‘‘Structure of the Share Offer’’:

All information in that section (except for the paragraph headed ‘‘Preference to full-time

employees’’ the remaining portion of the first paragraph in the paragraphs headed ‘‘Over-

allotment option’’ commencing with the words ‘‘In connection with the Share Offer, DBS Asia

may...’’, and the paragraphs headed ‘‘Stabilising action’’ (apart from the third and fourth

paragraphs)).

9. In the section headed ‘‘How to Apply for Hong Kong Offer Shares’’:

All information in that section (apart from information relating to the Pink application

forms).

Part II

The Vendor, jointly with our Directors, accepts responsibility for the following information in

this prospectus:

1. In the section headed ‘‘Summary’’:

(a) Insofar as information consists of statements as to actions taken or which will be

taken (or, as the case may be, not taken or which will not be taken) by, or the

intentions, views, expectations, preferences, opinions, policy of, the Government or

the Vendor (except that for any information, data or statistics which have been

stated as having been provided by any Government departments or other public

bodies);

(b) Information in the last paragraph (except for the first sentence, the second last

sentence and information relating to the Company’s shareholding in DTTNCo) of the

paragraphs headed ‘‘Digital Trade and Transportation Network (DTTN)’’; and

(c) Information in the last two paragraphs in the paragraphs headed ‘‘Use of Proceeds

from the New Issue’’.

2. In the section headed ‘‘Definitions’’:

Information contained in the following definitions of ‘‘Articles of Association’’,

‘‘associates’’, ‘‘Banking Ordinance’’, ‘‘Census Department’’, ‘‘CEPA’’, ‘‘CETS Agreement’’,

‘‘Companies Ordinance’’, ‘‘Company’’ or ‘‘Tradelink’’, ‘‘connected person(s)’’, ‘‘Controlling

Shareholder(s)’’, ‘‘Director(s)’’, ‘‘DTTN’’, ‘‘DTTN Operating Agreement’’, ‘‘DTTN

Restructuring’’, ‘‘DTTNCo’’, ‘‘DTTNCo Acquisition Agreement’’, ‘‘DTTNCo Shareholders’

Agreement’’, ‘‘Dutiable Commodities Ordinance’’, ‘‘Electronic Transactions Ordinance’’,
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‘‘GETS’’ or ‘‘GETS Services’’, ‘‘GETS Agreement’’, ‘‘Government’’, ‘‘Government Franchise’’,

‘‘Government Electronic Trading Services’’, ‘‘Group’’, or ‘‘we’’, or ‘‘our’’ or ‘‘us’’, ‘‘HK’’ or

‘‘Hong Kong’’, ‘‘HK Customs’’, ‘‘HKSAR’’, ‘‘Import and Export Ordinance’’, ‘‘Import and

Export Registration Regulations’’, ‘‘Industrial Training (Clothing Industry) Ordinance’’, ‘‘Latest

Practicable Date’’, ‘‘LOGSCOUNCIL’’, ‘‘Mainland China’’, ‘‘Mandatory Provident Fund

Scheme Ordinance’’, ‘‘MOFCOM’’, ‘‘NAFTA’’, ‘‘Operating Agreement’’, ‘‘Personal Data

(Privacy) Ordinance’’, ‘‘Postmaster General’’, ‘‘Protection of Non-Government Certificates of

Origin Ordinance’’, ‘‘public body’’ and ‘‘public officer’’, ‘‘SFC’’, ‘‘SFO’’, ‘‘specified body’’,

‘‘Stock Exchange’’; ‘‘subsidiary(ies)’’, ‘‘Substantial Shareholder(s)’’, ‘‘Takeovers Code’’,

‘‘Trade and Industry Department’’, ‘‘US’’ or ‘‘United States’’, ‘‘WTO’’, ‘‘WTO Agreement’’,

‘‘HK$’’ and ‘‘cents’’, ‘‘RMB’’, ‘‘US$’’ and ‘‘%’’.

3. In the section headed ‘‘Glossary’’:

Information contained in the following terms and definitions: ‘‘CO’’, ‘‘DCP’’, ‘‘digital

certificates’’, ‘‘EMAN’’, ‘‘manifest’’, ‘‘OPA’’, ‘‘PN’’, ‘‘RTEL’’, ‘‘TDEC’’, and ‘‘TTRS’’.

4. In the section headed ‘‘Risk Factors’’:

Insofar as information consists of statements as to actions taken or which will be taken

(or, as the case may be, not taken or which will not be taken) by, or the intentions, views,

expectations, preferences, opinions, policy of, the Government or the Vendor (except for any

information, data or statistics which have been stated as having been provided by any

Government departments or other public bodies).

5. In the section headed ‘‘Waivers from compliance with the Listing Rules and the

Companies Ordinance’’

All information in the first paragraph headed ‘‘Stock Borrowing Arrangement’’.

6. In the section headed ‘‘Industry Overview’’:

Insofar as information consists of statements as to actions taken or which will be taken

(or, as the case may be, not taken or which will not be taken) by, or the intentions, views,

expectations, preferences, opinions, policy of, the Government or the Vendor (except for any

information, data or statistics which have been stated as having been provided by any

Government departments or other public bodies).

7. In the section headed ‘‘Business’’:

(a) Insofar as information consists of statements as to actions taken or which will be

taken (or, as the case may be, not taken or which will not be taken) by, or the

intentions, views, expectations, preferences, opinions or policy of, the Government

or the Vendor (except for any information, data or statistics which have been stated

as having been provided by any Government departments or other public bodies);

(b) Information relating to the shareholding of the Vendor in the Company in the

paragraphs headed ‘‘Corporate Development’’; and
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(c) Information relating to the shareholdings of the Vendor in the Company and in

DTTNCo specified in the chart set out in the paragraphs headed ‘‘Shareholders and

Corporate Structure’’ and the information in footnotes 13 and 19 (apart from the first

sentence).

8. In the section headed ‘‘Connected Transactions and Arrangements Relating to

DTTNCo’’:

All information in the section except for:

(a) all statements containing confirmations made by the Directors (including the

independent non-executive Directors);

(b) all statements containing confirmations that all or any transactions mentioned therein

are exempt from the reporting, announcement and independent shareholders’

approval requirements under the Listing Rules;

(c) information in the first paragraph beginning with the words ‘‘Upon appointment of

all six directors’’ on page 91; and

(d) information in the last paragraph at page 92.

9. In the section headed ‘‘Relationship with the Government’’:

All information in that section except for:

(a) the third paragraph of the paragraphs headed ‘‘Government contracts’’;

(b) the second paragraph of the paragraphs headed ‘‘Competing business in which the

Government is interested’’ (apart from the last sentence);

(c) the last two paragraphs of the paragraphs headed ‘‘Competing business in which the

Government is interested’’; and

(d) the last paragraph of the paragraphs headed ‘‘Services provided by the Postmaster

General to Global e-Trading Services Ltd (‘‘Global e-Trading’’)’’ (apart from the

words ‘‘the Postmaster General holds no shares in it’’).

10. In the section headed ‘‘Directors, Senior Management and Staff’’:

All information in that section in relation to Mr Lau Kam Kuen, David.

11. In the section headed ‘‘Future Plans and Prospects’’:

(a) Insofar as information consists of statements as to actions taken or which will be

taken (or, as the case may be, not taken or which will not be taken) by, or the

intentions, views, expectations, preferences, opinions or policy of, the Government

(except for any information, data or statistics which have been stated as having been

provided by any Government departments or other public bodies).

(b) Information contained in the last two paragraphs in the subsection headed ‘‘Use of

Proceeds from the New Issue’’.
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12. In the section headed ‘‘Substantial Shareholders and Founding Shareholders’’:

All information in that section which relates to the shareholdings of the Vendor

respectively in the Company and in DTTNCo.

13. In the section headed ‘‘Share Capital’’:

Description in the section of the authorised and issued share capital of the Company

immediately before and after the completion of the Share Offer including Notes 1, and 2 (in so

far as it relates to the Sale Shares).

14. In Appendix VI:

(a) The following information under the paragraph headed ‘‘Further information about

our Company’’:

(i) information in sub-paragraph A1 headed ‘‘Incorporation’’;

(ii) information in sub-paragraph 2(b), and in the first sentence in sub-paragraph

2(c) in sub-paragraph A2 headed ‘‘Changes in share capital’’;

(iii) information in sub-paragraph A3 headed ‘‘Resolutions of our Shareholders’’;

(iv) the words ‘‘these shares were subsequently transferred to the Vendor on 31

August 2005’’ in the last sentence in the second paragraph of sub-paragraph A4

headed ‘‘Changes in the share capital of our subsidiaries’’;

(b) information in sub-paragraphs 1(a), 1(b), 1(c), 1(d), 1(e), 1(f), 1(g) and 1(h) in sub-

paragraph B1 headed ‘‘Summary of material contracts’’

(c) information in sub-paragraph C5 headed ‘‘Substantial Shareholder’’ (to the extent it

relates to The Financial Secretary Incorporated);

(d) information in the sub-paragraph C6 headed ‘‘Other interests’’;

(e) information in these paragraphs headed ‘‘Responsibility’’; and

(f) information in the sub-paragraph F10 headed ‘‘Particulars of the Vendor’’.

Notwithstanding anything to the contrary in Part I and Part II of these paragraphs headed

‘‘Responsibility’’, unless in relation to the Offer for Sale (but in which case only information in

relation to laws of Hong Kong), neither the Vendor nor the Government endorses or accepts

responsibility for the accuracy and completeness of any information in the prospectus

containing description or interpretation of any requirement of any law.

F. OTHER INFORMATION

1. Estate duty

Our Directors have been advised that no material liability for estate duty under Hong Kong law

would be likely to fall upon our Company or its subsidiaries.
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2. Taxation of our Shareholders

Tax on dividends

No tax is payable in Hong Kong in respect of dividends paid by us.

Profits

No tax is imposed in Hong Kong in respect of capital gains from the sale of property such

as the Shares. Trading gains from the sale of property by persons carrying on a trade,

profession or business in Hong Kong where such gains are derived from or arise in Hong Kong

from such trade, profession or business will be chargeable to Hong Kong profits tax, which is

currently imposed at the rate of 17.5% on corporations and at a maximum rate of 16.0% on

individuals. Gains from sales of the Shares effected on the Stock Exchange will be considered

to be derived from or arise in Hong Kong. Liability for Hong Kong profits tax would thus arise

in respect of trading gains from sales of the Shares realised by persons carrying on a business

of trading or dealing in securities in Hong Kong.

Stamp duty

Hong Kong stamp duty will be payable by the purchaser on every purchase and by the

seller on every sale of the Shares. The duty is charged at the current rate of 0.2% of the

consideration or, if higher, the fair value of the Shares being sold or transferred (the buyer and

seller each paying half of such stamp duty). In addition, a fixed duty of HK$5 is currently

payable on any instrument of transfer of shares.

If one of the parties to the sale is a non-resident of Hong Kong and does not pay the

required stamp duty, the duty not paid will be charged on the instrument of transfer (if any) (in

addition to the stamp duty otherwise chargeable thereon), and the transferee will be liable for

payment of such duty.

Estate duty

The Shares are Hong Kong property for the purpose of the Estate Duty Ordinance

(Chapter 111 of the Laws of Hong Kong). Accordingly, the Shares may be subject to Hong

Kong estate duty on the death of the beneficial owner of the Shares, regardless of the place of

the owner’s residence, citizenship or domicile. Hong Kong estate duty is imposed on a

progressive scale from 5% to 15%. No estate duty is payable when the aggregate value of the

dutiable estate does not exceed HK$7.5 million, and the maximum rate of duty of 15% applies

when the aggregate value of the dutiable estate exceeds HK$10.5 million.

Consultation with professional advisers

Potential investors in the Share Offer are recommended to consult their professional

advisers if they are in any doubt as to the taxation implications of subscribing for, purchasing,

holding or disposing of or dealing in the Shares. None of our Company, the Vendor, the

Sponsor, the Underwriters, any of their respective directors, or any other person or party

involved in the Share Offer accepts responsibility for any tax effects on, or liabilities of, any

person resulting from the subscription for, purchase, holding or disposal of, or dealing in,

Shares.
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3. Litigation

Neither the Company nor any other member of the Group is engaged in any litigation or

arbitration of material importance and, so far as our Directors are aware, no litigation, arbitration or

claim of material importance is pending or threatened against the Company or any member of the

Group.

4. Sponsor

The Sponsor has made an application on behalf of the Company to the Listing Committee of

the Stock Exchange for listing of, and permission to deal in, the Shares in issue and to be issued in

the Share Offer and any Shares to be issued on the exercise of options which have been granted or

may be granted under the Pre-IPO Share Option Scheme and Share Option Scheme. All necessary

arrangements have been made enabling the Shares to be admitted into CCASS.

5. Expenses

No preliminary expenses have been incurred or are proposed to be incurred. The estimated

amount of the expenses of the Share Offer is approximately HK$20.8 million in aggregate (assuming

an Offer Price of HK$1.19, being the mid-point of the stated range of the Offer Price of between

HK$1.09 and HK$1.29 per Share) payable by the Company and the Vendor, as more fully detailed

on pages 133 and 134 of this prospectus.

6. Promoter

Our Company has no promoter for the purposes of the Listing Rules. No cash, securities or

other benefit has been paid, allotted or given or is proposed to be paid, allotted or given, within the

two years immediately preceding the date of this prospectus, to any promoter in connection with the

Share Offer and the related transactions described in this prospectus.

7. Qualifications of experts

Name Qualifications

DBS Asia A licensed corporation under the SFO to

engage in types 1, 4 and 6 of the regulated

activities (as defined under the SFO)

KPMG Certified Public Accountants

CB Richard Ellis Chartered surveyors and valuers

8. Consents of experts

Each of DBS Asia, KPMG and CB Richard Ellis has given and has not withdrawn its respective

written consent to the issue of this prospectus with inclusion of its report and/or letter and/or

valuation certificates and/or the references to its name in the form and context in which it appears.

9. Binding effect

This prospectus shall have the effect, if an application is made in pursuance hereof, of

rendering all persons concerned bound by all the provisions (other than the penal provisions) of

sections 44A and 44B of the Companies Ordinance so far as applicable.
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10. Particulars of the Vendor

Certain particulars of the Vendor are as follows:

Name Description Principal address

Number of Sale

Shares

The Financial

Secretary

Incorporated

Corporation sole incorporated

pursuant to the Financial

Secretary Incorporated

Ordinance (Chapter 1015 of

the Laws of Hong Kong)

Central Government

Offices

Lower Albert Road

Hong Kong

174,960,000

(and, if the Over-

allotment Option is

exercised in full, an

additional 34,992,000)

11. Miscellaneous

Save as disclosed in this prospectus:

(a) within the two years immediately preceding the date of this prospectus, no share or loan

capital of the Company or any of its subsidiaries has been issued or agreed to be issued

fully or partly paid for either cash or a consideration other than cash;

(b) no share or loan capital of the Company or any of its subsidiaries is under option or is

agreed conditionally or unconditionally to be put under option;

(c) within the two years immediately preceding the date of this prospectus, no commissions,

discounts, brokerages or other special terms have been granted in connection with the

issue or sale of any share or loan capital of the Company or any of its subsidiaries;

(d) since 30 April 2005 there has been no material adverse change in our financial or trading

position; and

(e) we have not issued or agreed to issue any founder shares, management shares or deferred

shares.
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DOCUMENTS DELIVERED TO THE REGISTRAR OF COMPANIES

The documents attached to the copy of this prospectus and delivered to the Registrar of

Companies in Hong Kong for registration were:

(a) copies of the WHITE, YELLOW and PINK Application Forms;

(b) the written consents referred to in the sub-paragraphs headed ‘‘Consents of experts’’ under

the paragraphs headed ‘‘OTHER INFORMATION’’ in Appendix VI to this prospectus;

(c) a statement of adjustments relating to the Accountants’ Report prepared by KPMG;

(d) the Underwriting Agreement, the DTTNCo Acquisition Agreement, the DTTNCo

Shareholders’ Agreement, the CETS Termination Agreement, the Non-Disposal

Undertakings and the sale and purchase agreement entered into between us and

Chericourt Company Limited referred to in the sub-paragraphs headed ‘‘Summary of

material contracts’’ under the paragraphs headed ‘‘FURTHER INFORMATION ABOUT

THE BUSINESS’’ in Appendix VI to this prospectus; and

(e) the GETS Agreement relating to TDEC, DCP and EMAN, the GETS Agreement relating

to CO and PN, the GETS Agreement relating to TTRS and the DTTN Operating

Agreement referred to in the sub-paragraphs headed ‘‘Summary of material contracts’’

under the paragraphs headed ‘‘FURTHER INFORMATION ABOUT THE BUSINESS’’ in

Appendix VI to this prospectus with certain commercially sensitive details redacted

therefrom in accordance with the exemption and waiver referred to in the sub-paragraphs

headed ‘‘Commercially sensitive contracts’’ under the paragraphs headed ‘‘FURTHER

INFORMATION ABOUT THE BUSINESS’’ in Appendix VI to this prospectus.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the offices of Simmons &

Simmons at 35th Floor, Cheung Kong Center, 2 Queen’s Road Central, Hong Kong during normal

business hours up to and including the date which normal business hours up to and including the

date which is 14 days from the date of this prospectus:

(a) the Articles of Association;

(b) the Accountant’s Report prepared by KPMG, the text of which is set out in Appendix I to

this prospectus;

(c) the statement of adjustments relating to the Accountants’ Report prepared by KPMG;

(d) the audited financial statements of each member of the Group for the three years ended 31

December 2004 and Consolidated Financial Statements of the Group for the three years

ended 31 December 2004;

(e) the letter dated 18 October 2005 from KPMG relating to the unaudited pro forma financial

information of the Group as at 30 April 2005;
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(f) the letter dated 18 October 2005 from KPMG relating to the profit forecast for the year

ended 31 December 2005;

(g) the letter dated 18 October 2005 from DBS Asia relating to the profit forecast for the year

ended 31 December 2005;

(h) the letter dated 18 October 2005, summary of valuation and valuation certificate relating

to the property interests of the Group prepared by CB Richard Ellis, the text of which is

set out in Appendix IV to this prospectus;

(i) the Underwriting Agreement, the DTTNCo Acquisition Agreement, the DTTNCo

Shareholders’ Agreement, the CETS Termination Agreement, the Non-Disposal

Undertakings and the sale and purchase agreement entered into between us and

Chericourt Company Limited referred to in the sub-paragraphs headed ‘‘Summary of

material contracts’’ under the paragraphs headed ‘‘FURTHER INFORMATION ABOUT

THE BUSINESS’’ in Appendix VI to this prospectus;

(j) the GETS Agreement relating to TDEC, DCP and EMAN, the GETS Agreement relating

to CO and PN, the GETS Agreement relating to TTRS and the DTTN Operating

Agreement referred to in the sub-paragraphs headed ‘‘Summary of material contracts’’

under the paragraphs headed ‘‘FURTHER INFORMATION ABOUT THE BUSINESS’’ in

Appendix VI to this prospectus with certain commercially sensitive details redacted

therefrom in accordance with the exemption and waiver referred to in the sub-paragraphs

headed ‘‘Commercially sensitive contracts’’ under the paragraphs headed ‘‘FURTHER

INFORMATION ABOUT THE BUSINESS’’ in Appendix VI to this prospectus;

(k) the written consents referred to in the sub-paragraphs headed ‘‘Consents of experts’’ under

the paragraphs headed ‘‘OTHER INFORMATION’’ in Appendix VI to this prospectus;

(l) the rules of the Pre-IPO Share Option Scheme and the Share Option Scheme; and

(m) the list of grantees under the Pre-IPO Share Option Scheme referred to in the sub-

paragraphs headed ‘‘Options granted under the Pre-IPO Share Option Scheme’’ under the

paragraphs headed ‘‘PRE-IPO SHARE OPTION SCHEME AND SHARE OPTION

SCHEME’’ in Appendix VI to this prospectus.

APPENDIX VII DOCUMENTS DELIVERED TO THE REGISTRAR OF
COMPANIES IN HONG KONG AND AVAILABLE FOR INSPECTION

— VII-2 —


	Important 
	Expected Timetable
	Contents 
	Summary
	Definitions
	Glossary
	Risk factors
	Waivers from compliance with the Listing Rules and the Companies Ordinance
	Information about this prospectus and the Share Offer 
	Directors and parties involved in the Share Offer
	Corporate information
	Industry overview
	Business
	Connected transactions and arrangements relating to DTTNCo
	Relationship with the Government
	Directors, senior management and staff
	Future plans and prospects
	Substantial Shareholders and Founding Shareholders
	Share capital
	Financial information
	Underwriting
	Structure of the Share Offer
	How to apply for Hong Kong Offer Shares
	Appendix I Accountants' report
	Appendix II Pro forma financial information
	Appendix III Profit forecast
	Appendix IV Property valuation
	Appendix V Summary of our Articles of Association
	Appendix VI Statutory and general information
	Appendix VII Documents delivered to the Registrar of Companies in Hong Kong and available for inspection



