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7. Conflict of Interest

7.1  The Council acknowledges and agrees that the Manager and any membér of the
Group may act as investment manager or adviser to other persoms in relation to
other investment business or transactions. In particular, the Manager and any
member of the Group may :-

X X X X X

(c)  co-invest in any of the Investments whether on its own account or on
account of its other clients provided that such co-investment shall be made
upon commercial terms which are comparable to those applicable to the
Investments.

X X X X X

7.3  The Manager shall not do any of the following without the prior written consent and
approval of the Council which shall not be unreasonably withbeld :-

X X X X X

(b)  invest the Fund in any investments already invested by any other funds
managed by the Maoager; or

X X X X X

*1998 4 11 HETIZHY 3 (B H ek b A R EI R &R B 2A1lH -
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7. Conflict of Interest

7.1  The Council acknowledges and agrees that the Manager and any member of the
Group may act as investment manager or adviser to other persons in relation 10

other investment business or transactions. In particular, the Manager and any
member of the Group may :-

X X X X X

(¢)  co-invest in any of the Investments whether on its owa account or on
account of its other clients provided that such co-investment shall be made
upon commercial terms which are comparable to those applicable to the
Investments.

X X X X X

7.3 Tbe Manager shall not do any of the following without the prior written consent and
approval of the Council which shall not be unreasonably withheld :-

X X X X X

()  invest the Fund in any investments already i
y tvested by any other funds
managed by the Manager; or y

X X X X X
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X X X X

®  The aggregate total amount of all the Investments (including follow-on
investments) on the last day of the sixth (6th) Year of the term of this
Agreement must be less than or equal to fifty per cent. (30°¢} of the aggregate
total amount of all other investments in the same relevant Investee Companies
made by the Manager on the same day, whether on its own account or on behalf
of any other person.
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AMENDMENTS TO MANAGEMENT AGREEMENT

As of and with effect from the Effective Date, the Management Agreement shall be
amended as follows:-

X

X X X X

(g)  Paragraph 2(i) of Schedule 1 of the Management Agreement shall be deleted
in its entirety and replaced with the following :

“()

Subject to paragraph 2(j) of this Schedule, in respect of at Jeast two
thirds (2/3) of the amount of the Investments made from the First
Tranche and the Second Tranche respectively, the aggregate total
amount of such Investments (including follow-on investments) made
an or after 28th September 2003 in respect of :

4] each separate Investee Company; and

(i)  all Investee Companies in aggregate

at all times during the term of this Agreement must be less than or
equal to one hunderd per cent (100%) of the aggregate total amount
of all other (mvestments in the same Investee Company (in the case of
sub-paragraph (1)) or Investee Compares (in the case of sub-

paragraph (ii)) made by the Manager or any other person at the same
time and on the same terms.” and

X X X X
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Yetting Report for Applied Research Fund
1. Company Information
Certificate No: BR21770989-000-06-99-1
Date of Incorporation: JUNE 25, 1998
Name of Business:

Registered office address:

RBusiness Address:

Nature of Business: Online toy and pop-culture retail community
Status: Corporution

Estimated investment from ARC:HKS16 Million

2. Shareholders & Directors

The followiny are the shareholders of T, S
— ] 20%
1694
—— 5
= 24.5%
s e 24.5%

The directors of\NGGGNE 2re; L

v

3. Business Activities

WP i : c.crcntly the largest site retailing brand-name American and Jepenese
toys, action figures, collectors items, movies, anime and defivering related contert

through its proprietary TR .- 2ifilate sites,

WREMNR s recently expanded its reach into the greater niche of toy related products
with the introduction of more mass market items such as vidcos, computer/video games,

Page [ of 0
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comics, mangs, sci-fi/fantasy books, game cheats and anime, as well as unique Hony
Kong and Japanese movies aad print.

N fakes advantage of the fagt that Hong Kong is the toy cupital and hub of the
world, and builds a state of the art e-commerce site around it. In fuct, S s now
the largest site of its kind in the world. Exports from Hong Kong and Japan (toys,
computer/video games, mavies, comics, actors) are some of the hottest properties in the
US and Europe. The three top cartoons on TNT's Carloon Network are Japanese exports

(Pokemon, Dragonball, Sailormoon),

The Company is also an Intetnet leader in toy sales and content about Star Wars and its
related topics. I is poised to take full advantage of the impuct of the new Star
Wars films premiering in May 1999 and runaing through to 2005, and the massive
merchandising wave that will foliow.

Wil 1123 secured & unique niche in bringing these products to the market. Carrying
the largest selectian of loys, hosting some of the most popular related sites and producing
the most unique and original content have garnered ha reputation as the first
stop on the Net for this group.

Taking advantage of new strategic relationships with suppliers, (S ENNI¥F il incresse
it3 inventory count to over 8,000 items by July 1999 and to over 12,000 items by-October
1. These reiationships allow SN to maintain much of its stock in virtual inventory,
purchasing from suppliers only after an order has been confirmed, thereby strewching its
purchasing power to its turthest extent.

With the addition of new auction sites, trading arcas, chat rooms, clubs and the expanding
affiliate network, MMM will create a large advertising platform to market to a wide
range of advertisers targeting our community demagraphic.

To exploit the depth of products and content on sitc,_ﬁwiﬂ work with six of the
largest portals and communities on the Internet. These relationships will form the
backboneg of’ § sales, community and affiliations,

Sinccuis a pure g-commetce company, it does not suffer from the limitation in
seiting up physical retail shops, takes advantages of the wide penetration of
the Internet and with _ has effectively setup a global retail
store that can be access by anyone in the world with an Internet connection.

Without the physical limitation, WM is able 10 expand aggressively through
business alliances. Working with the major corfumunity sites, (ie Lycos, Geocitiss,
Xoom.com, FortuneCity.com) {NNE will strive to develop the fastest growing and
largest affiliute network on the Internet. Over 2.25 million new mémbers per month will
have the opportunity to affiliate. with SR provide links, share content and sven

build their own virtual store from (iR cchandise.

Page 2 of §
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The Company is also signing on with a number of networks (ie AOL, Lycos, Xaom.com)
fa provide original content and exclusive merchandise to their respective members,

Not only will GNNGEEE receive widespread marketing coverage, but actual sales and
product cndorsement from some of the most reputable groups onling today,

4, Application of Technolagy

SR i (cvcloping, integrating, and applying state of the art technologies in the
fields of software integration, broadband-delivery enfertainment, 3-D user interfaces, and
customizable content interfaces to create’ a unique shopping, supply chain management
and entertainment platform.

The Company is developing a shawcase site inconfunction with [ntershop, the leading e-
commerce middle-ware provider. S i1l intergrate its shopping platform with all
aspects of its operation, -

start by using Intershop knterprise Edition 3.0, the leading electranic
commerce middie-ware. Intershop's powerful eCommerce development platform has the
core infrastructure and extensibility to meet the needs of our enterprise market. With its
Template Language Extension (TLE) capebility, extreme degree of cugtomization and
development is easily achievable which enable us to provide cur customers the best

shopping experience. —

A high performance website requires a potent databose, Sybmse Adaptive Server
Enterprise Edition XT was chosen as the back-end database engine. Being the only
1509001 DBMS certified database in the matket, high perfonmance and availability is
guaranteed, Sybase Adaptive Server also provides high performance for transactions
processing.and the capability to adapt to the unpredictable requirements of the Iniernet. It
integrates seamlessly with [ntershop for a total robust eCommerce backbane.

Other advanced technologies are used to streamiline and expedite the order fuifillment
process, Real-time, SET encrypted credit card data transaction is used for cusfomers’
protection against unauthorized access. A multi-carrier, enterprise-wide shipping system
fromr Neopost called FSG00 is integrated to Intershop to provide [fast and accurate
shipping to the customers. The PS600 is integrated together with our warchouse
management & logistics systems for better resource planning,

To offer our affiliates the easiest to use interface and the fasiest time-to-market, BeFree
Version 3.0 was selected as our affiliates management program. BFAST (BeFree
Affiliste Serving Technology) offers our merchants a full array of decision-support tools
{0 maximize their online revenues and BFIT (BeFree [ntelligent Targeting) allows our
merchants to centrally place their advertisements according to their targeted audiences. It
is a complete advertising solution that incorparate the placement, tracking, automated
campaign fulfiliment, reporting, and invoicing taflored for their needs. BeFree also
features Virtual Shelf Space for sales of advertising for oxwa revenue generation.

Page 30f 6
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Opensite Auction 4.0 Merchant Edition was chosen as our suction engine. Auta
Bidding and Bidding Watchi are just some of the advanced features of Gpensite. Other
features include automatic encryption, digital certficale compatibility, etc. It's easy to
use interface makes our auction site fun snd effective for our customers. And with its taut
infegration with the Intershop storefront, customization is never & problem.

also used EShare Expressfons 4.0 to form our online users community. As
being the pre-eminent expert it human interaclion on the Internet, not only it is able 10
provide conventional text based ouline chatting, but full multimedia support i alsa
included in Expressions 4.0, Sweaming or prerecorded video, audio, and lve
conversations are Bl possibilities of Expressions 4.0. Thesc allow us to create a full
featured, unpuralieled, and effective comrmunity web sites.

WebTrends Professionzl Sulte is used to constantly monitor our website. [ts features
includes: Log Anafysis which provide detmiled web site analysis and traffic reporting;
Proxy Server analysis which keeps track of the usage tronds and better undersiand the
servers' efficiency; Link Analysis and Quality Control which i3 to imprave the quality,
performance, and integrity of our web site; and the most important Site Monitoring,
Alerting and Recovery feature to minimize out site's downtime as much as possible.

One of the most exciting aspects of the NN site is its strategic alliance with S
. Together with Muse, (AN wiil create the first totally
integrated 3-D, multi-persan, e-commerce shopping expericnces.

1n order to integrate so many different external technologies, (P2 hired o team

of over fiftcen highly skilled developers. silijiii#de velopment team has been able lo
tightly integrate différent technologies into one casy lo uge product. By Q4 15999,

-SERREERp+i!! have one of the mast saphisticated sites on'the Intornet. A fully integrated
retail, entertainment and supply chait systen.

Hong Kong Operstion

ow has more than twenty people in development, integration and buying of
advertising content,

Koy Personnel
PRESIDENT/CEQ

SNSRI 33, holds 2 BA and MA in clinical psychology from SR 1

has an extensive background in developing start-up ventures. Mr. A =5 founded/co-

founded a number of compenies including 7 ; (an
early leader in micro-breweries, PO an NASDAQ in 1996),
(an loternet based research and analytic product for the redl estate market),

QY (¢ Hong Kong based marketing and advertising company) as well as developing

and arranging tfunding for many others such as R < velops and markets
Page 4of 8
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high-tech compuiter peripherals including rapid prototyping systems) and NSNS
dimnade /hich produces international standard food products for the global market in
China and Hong Kong, His background in start-up companies and venture capital are
valuable assets to the Company.

DIRECTOR OF BUSINESS DEVELOPMENT

Aaniiagy 1. rcceived his BA in International Relations from
University. He has gained valuable experience working in various industries such as
freight forwarding, print/premium production, and media. Mr. diiggges previous two
positions were Accounts Director for Sl = digita! design studio and Business

Development Manager for SRR, ;. &R is one of the co-founders
of SENNEEEP 0d is responsible for business development and also chairs the product

commites,

WEB DIRECTOR

, 26, has been working in the'multimedia and Internet industry for the past 5
years. Originally from Vancouver, Canada, Mr.@imoved to Hong RKong after finishing
design schock. Since then, he has been an integral part of production of interactive CD-
ROM and corporate web-sites for highly visible clients such as SN, TR .
ST o NI i G thc other co-founder, is responsible for the

creation, development, and marketing of the web-site.

Edltor-in-Chlef

R 2 ¢, ha: worked in the collecting field for nearly ten years, having
written and edited for ANIG_G_G. SR . - d thc S
SRS rccoznized &5 the foundation publication for all comie book relatad
collecting A hclds an M.S. in Protessional Journalism from Wl University and
an M.F.A. in Creative Writing and Marketing from §iiiuReE Ui versity, He
is an Associsfc Professor in the English department at JEJR in New York. His work as
an editor with SN =:rned bim a place in the collecting community es an
authority on toys and comic pricing and collecting, He also served as founding edifor of

_ the well-received national news-stand publication that first incorporated
collecting and entertainment news into one package. Recognizing the potential of the
internet in relation to collecting, Sl begun working for the on—’linc branch of the
SN Company and their collecting division, notably in relstion to their
auctionuniverse.com holding, where he served as contributing editor.

IT Manager

RN 5. rcceived his BS in Electronic Engineering/Computer Science from

’ London, His first menagement position was as Senior
rogrammer/Hardware Specialist forq GGG London prior to his ¢emigrating

to Hong Kong where he toak the position of Senior Specialist withPoversecing

Page S qf 6
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7.

8.

.
“

finacial services ]T. @F's most recent posilion was Senior Muanager IT for

S 0 Hong Koug, @gpsoecialises in developing large scale networks and

software integrtion. He will be oversesing all development of the ~site. -

has been with GNP or 3 months.

Startup Status

Began Development in June '98, operational in September *98,

Confllet of Interest Declaration

and QN two funds managed by
- have invested a total of USS!,250,000 into (P durning
different times in 1998. M. ¢ Executive Director of
G, ::v¢s on the Board of Directors of on behalf of the two funds,

vr GNP has no direct personal interest in (RS-

It is anticipated that a Conflict of Interest will occur as S ENGEENGNGD ks ©

invest the Applied Research Fund into a3 agreed in Clause 7.3(b) of the
Management Agreemeni betwesn and the Applicd Reseacch
Council. ‘ .

hereby wishes to resolve this Conflict of [nterest by co-investing
intog under the terms and conditions set by the third party lead investors
group consisting of QUEESESSIMNERRD -1

will not participate in the negotiations af the tetms and conditions
by P nd but will co-invest together with these perties under the terma and

conditions set by
the twa parties.

is investing in JUi ith the intent of hosting the
company as 2 showcase n the future GUEPOTo;ject.
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