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GENERAL

The Company is a public limited company incorporated in the Cayman Islands
under the Companies Law (Revised) Chapter 22 of the Cayman Islands as an
exempted company with its shares listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). Its ultimate holding company is
Champion Technology Holdings Limited (“Champion”), a company which was
originally incorporated in the Cayman Islands but subsequently re-domiciled
to Bermuda, and its shares are also listed on the Stock Exchange.

The Company is an investment holding company. Its subsidiaries are
principally engaged in sales of general systems products, provision of services
and software licensing, leasing of systems products and investments in
e-commerce projects.

ADOPTION OF NEW AND REVISED STATEMENTS OF STANDARD
ACCOUNTING PRACTICE

In the current year, the Group has adopted for the first time a number of new
and revised Statements of Standard Accounting Practice (“SSAP"s) issued by
the Hong Kong Society of Accountants. The adoption of these SSAPs has
resulted in a change in the format of presentation of the consolidated cash
flow statement and the introduction of the consolidated statement of changes
in equity.

Cash flow statements

In the current year, the Group has adopted SSAP 15 (Revised) “Cash flow
statements”. Under SSAP 15 (Revised), cash flows are classified under three
headings — operating, investing and financing, rather than the previous five
headings. Interest received and paid, which were previously presented under a
separate heading, are classified as investing and financing cash flows
respectively. Cash flows arising from taxes on income are classified as
operating activities, unless they can be separately identified with investing or
financing activities.

Foreign currencies

SSAP 11 (Revised) "Foreign currency translation” has eliminated the choice of
translating the income statements of subsidiaries outside Hong Kong at the
closing rate for the period which was previously followed by the Group. They
are now required to be translated at an average rate. This change in
accounting policy has not had any material effect on the results for the current
or prior accounting periods.

Employee benefits

In the current year, the Group has adopted SSAP 34 “Employee benefits”,
which introduces measurement rules for employee benefits, including
retirement benefit schemes. The principal effect of the implementation of
SSAP 34 is in connection with the recognition of costs for the Group's defined
benefit pension scheme. In prior periods, the expected costs of providing
pensions under the Group's pension scheme are charged to the income
statement over the periods benefiting from the services of employees at a
level percentage of pensionable salary.
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ADOPTION OF NEW AND REVISED STATEMENTS OF STANDARD
ACCOUNTING PRACTICE - Continued

Employee benefits — Continued

Under SSAP 34, the cost of providing retirement benefits under the Group's
defined benefit retirement benefit plan is determined using the projected unit
credit method, with actuarial valuation being carried out annually. Actuarial
gains and losses which exceed 10% of the greater of the present value of the
Group'’s pension obligations and fair value of plan assets are amortised over
the expected average remaining working lives of the employees participating
in the plan. Past service cost is recognised immediately to the extent that the
benefits are already vested.

As a result of the changes described above, the Group has determined the
transitional liability for its defined benefit plan at the date of adoption of SSAP
34 was HK$71,879,000 (of which HK$66,306,000 arose in prior year) more than
the liability that would have been recognised at the same date using the
previous accounting policy. This amount has been recognised immediately,
with an adjustment of approximately HK$71,413,000 and HK$466,000 to the
opening balances of accumulated profits and translation reserve at 1 July 2002
respectively. The change in policy has resulted in a decrease in the net profit
for the year ended 30 June 2002 amounted to HK$65,840,000.

SIGNIFICANT ACCOUNTING POLICIES

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

Basis of consolidation
The consolidated financial statements incorporate the financial statements of
the Group made up to 30 June each year.

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

All significant inter-company transactions and balances within the Group have
been eliminated on consolidation.

Goodwill

Goodwill represents the excess of the cost of acquisition over the Group's
interest in the fair value of the identifiable assets and liabilities of a subsidiary
at the date of acquisition.

Goodwill arising on acquisition prior to 1 July 2001 continues to be held in
reserves and will be charged to the income statement at the time of disposal
of the relevant subsidiary, or at such time as the goodwill is determined to be
impaired.

Goodwill arising on acquisition after 1 July 2001 is capitalised and amortised

on a straight line basis over its economic useful life. Goodwill arising on the
acquisition of subsidiaries is presented separately in the balance sheet.
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SIGNIFICANT ACCOUNTING POLICIES - Continued

Revenue recognition

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

Service income is recognised when the services are rendered.

Income from licensing is recognised when the relevant licensing agreements
are formally concluded.

Rental income, including rental invoiced in advance from assets under
operating leases, is recognised on a straight line basis over the relevant lease
term.

Income from certain e-commerce projects where the Group is contracted to
receive a pre-determined minimum sum over the period of the projects is
allocated to accounting periods so as to reflect a constant periodic rate of
return on the net investment in these e-commerce projects. Income from other
e-commerce projects are recognised when the Group's right to receive the
distributions has been established.

Interest income is accrued on a time basis by reference to the principal
outstanding and at the interest rate applicable.

Dividend income is recognised when the Group's right to receive payment has
been established.

Property, plant and equipment
Property, plant and equipment are stated at cost less depreciation and
amortisation and any accumulated impairment losses.

Depreciation and amortisation are provided to write off the cost of property,
plant and equipment over their estimated useful lives, using the straight line
method, at the following rates per annum:

Freehold land Nil

Leasehold land and buildings Over the shorter of the remaining
unexpired terms of the
relevant leases or 50 years

Plant and machinery and 10% — 50%

telecommunications networks

Assets held under finance leases are depreciated over their estimated useful
lives on the same basis as owned assets, or the terms of the leases, where
shorter.

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

Leases

Leases are classified as finance leases when the terms of the lease transfer
substantially all the risks and rewards of ownership of the assets concerned to
the Group. Assets held under finance leases are capitalised at their fair values
at the date of acquisition. The corresponding liability to the lessor, net of
interest charges, is included in the balance sheet as a finance lease obligation
of the Group. The finance costs, which represent the difference between the
total leasing commitments and the fair value of the assets acquired, are
charged to the income statement over the period of the relevant lease so as
to produce a constant periodic rate of charge on the remaining balance of the
obligations for each accounting period.

All other leases are classified as operating leases and the rentals payable are
charged to the income statement on a straight line basis over the relevant
lease term.

Investments in subsidiaries

Investments in subsidiaries are included in the balance sheet of the Company
at carrying value, less any identified impairment loss. Results of subsidiaries
are accounted for by the Company on the basis of dividends received or
receivable during the year.

Systems and networks
Systems and networks are stated at cost less amortisation and any
accumulated impairment losses.

Systems and networks represent all direct costs incurred by the Group in
setting up systems and networks, including the cost of equipment,
development cost and subcontracting expenditure. Such assets are
recognised only if all of the following conditions are met:

— an asset is created that can be identified (such as software and new
processes);

- itis probable that the asset created will generate future economic
benefits; and

—  the development cost of the asset can be measured reliably.
Development cost that cannot fullfil the above conditions is recognised as an
expense in the period in which it is incurred. Systems and networks that fullfil

the above conditions are amortised on a straight line basis over their
estimated useful lives, subject to a maximum of five years.
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SIGNIFICANT ACCOUNTING POLICIES - Continued

Investments in e-commerce projects

Investments in e-commerce projects are stated at cost less amortisation and
any accumulated impairment losses.

Investments in e-commerce projects represent the Group's investment costs
incurred on internet-based business projects over which the Group receives
distributions from these projects based on an agreed percentage of the net
revenue of each project or a pre-determined guaranteed return over a fixed
period of time. Payments receivables each year for projects with pre-
determined guaranteed return are apportioned between income and
reduction of the carrying value of the investments so as to reflect a constant
periodic rate of return on the net investment in these e-commerce projects.
The investment costs of other projects are written off using the straight line
method over the estimated life of the individual project from the date of
commencement of commercial operations subject to a maximum of five years.
Where the estimated recoverable amount of these investments falls below
their carrying amount, the carrying amount of the investments, to the extent
that it is considered to be irrecoverable, is written off immediately to the
income statement.

Investments in securities
Investments in securities are recognised on a trade-date basis and are initially
measured at cost.

Investments other than held-to-maturity debt securities are classified as
investment securities and other investments.

Investment securities, which are securities held for an identified long term
strategic purpose, are measured at subsequent reporting dates at cost, as
reduced by any identified impairment loss.

Other investments are measured at fair value, with unrealised gains and losses
included in the net profit or loss for the year.

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

Taxation

The charge for taxation is based on the results for the year after adjusting for
items which are non-assessable or disallowed. Certain items of income and
expense are recognised for tax purposes in a different accounting period from
that in which they are recognised in the financial statements. The tax effect of
the resulting timing differences, computed using the liability method, is
recognised as deferred taxation in the financial statements to the extent that it
is probable that a liability or an asset will crystallise in the foreseeable future.

Impairment

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

Impairment — Continued

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

Research and development costs

Research costs are charged to the income statement in the year in which they
are incurred. Development costs are charged to the income statement in the
year in which it is incurred except where a major project is undertaken and it is
reasonably anticipated that development costs will be recovered through
future commercial activity. Such development costs are deferred and written
off over the life of the project from the date of commencement of commercial
operation subject to a maximum of five years.

Foreign currencies

Transactions in foreign currencies are translated at the approximate rates
ruling on the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are re-translated at the rates ruling on the
balance sheet date. Gains and losses arising on exchange are dealt with in the
income statement.

In preparing the consolidated financial statements, the results of operations
outside Hong Kong are translated using the average exchange rates for the
year. The assets and liabilities of the operations outside Hong Kong are
translated using the rates ruling on the balance sheet date. On consolidation,
any differences arising on translation of operations outside Hong Kong are
dealt with in the translation reserve.

Retirement benefit cost
Payments to the Group’s defined contribution retirement benefit schemes are
charged as expenses as they fall due.

For the Group's defined benefit retirement benefit schemes, the cost of
providing benefits is determined using the projected unit credit method, with
actuarial valuation being carried out at each balance sheet date. Actuarial
gains and losses which exceed 10% of the greater of the present value of the
Group'’s pension obligations and the fair value of scheme assets are amortised
over the expected average remaining working lives of the participating
employees. Past service cost is recognised immediately to the extent that the
benefits are already vested, and otherwise is amortised on a straight line basis
over the average period until the amended benefits become vested.

The amount recognised in the balance sheet represents the present value of
the defined benefit obligation as adjusted for unrecognised actuarial gains
and losses and unrecognised past service cost, and as reduced by the fair
value of scheme assets.

TURNOVER AND SEGMENT INFORMATION

Turnover represents the net amounts received and receivable for goods sold
and services provided by the Group to outside customers and distributions
received and receivable from the Group's investments in e-commerce projects
during the year.
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4. TURNOVER AND SEGMENT INFORMATION - Continued

(a) Business segments
For management purposes, the Group is currently organised into four
main operating business — sales of general systems products, provision of
services and software licensing, leasing of systems products and
investments in e-commerce projects. These businesses are the basis on
which the Group reports its primary segment information.

BE_SE=% Year ended
AAETHLEE 30 June 2003

BXE TURNOVER

HIMEERBA External and total revenue

£ RESULTS

NEEE Segment result

FEHA Interest income

RABARFX Unallocated corporate expenses

RERM Profit from operations

5 B B A R s Gain on disposal of subsidiaries

MBEA Finance costs

BR Bt A& Profit before taxation

TR Taxation

Rt DHBEREZ 2EF  Profit before minority interests

DEBRRER Minority interests

REZ A Net profit for the year

RZBFZFFA=Z1+H  Asat30June 2003

aE ASSETS

AEEE Segment assets

RPBEARIEE Unallocated corporate assets

GABEE Consolidated total assets

BfE LIABILITIES

AHEE Segment liabilities

AABRARAE Unallocated corporate liabilities

FRBaR Consolidated total liabilities

Hihg# OTHER INFORMATION

EN )6 Capital additions of property,
ZERRNE plant and equipment

RE2ERRE Capital additions of deposits

ES S Capital additions of systems
BARRNE and networks

MEREH Depreciation and amortisation

HEME BE R Gain on disposal of property,
R 2 W plant and equipment

HEETHEER Gain on disposal of interest in
s 2 W e-commerce projects

HEFHEER Impairment loss recognised for
FrRER 2 BB B interest in e-commerce projects




4. BEBERDEEH-&
(a) ¥BHE &

4. TURNOVER AND SEGMENT INFORMATION - Continued
(a) Business segments — Continued

Sales of  Provision of Investments
general  services and Leasing of in
systems software systems  e-commerce
products licensing products projects Consolidated
HE—R REBBER HERS E¥HE
RER BRFEatE E& EEZHE &8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET AT FHET FHET AT
(restated) (restated) (restated) (restated)
(&51) (&51) (&51) (&51)
BE-TT= Year ended 30 June 2002

AA=ZTRLFE
BEE TURNOVER
HIMHE BN External and total revenue 632,380 42,048 41,867 6,065 722,360
4 RESULTS
VS Segment result 53,925 (13,684) (20,002) (9,807) 10,432
RN Interest income 3,735
AARRAFAFAX Unallocated corporate expenses (2,121)
R A Profit from operations 12,046
B T X AN Finance costs (14,552)
BRE AR Loss before taxation (2,506)
A Taxation (72)
AEEEEFR Net loss for the year (2,578)
RZZZ=FA=F+H  Asat 30 June 2002
BaE ASSETS
NEEE Segment assets 236,875 323,170 43,345 182,263 785,653
APBAREE Unallocated corporate assets 141,756
REBREE Consolidated total assets 927,409
BfE LIABILITIES
HEEE Segment liabilities 88,590 19,416 30,304 50 138,360
APBARBRE Unallocated corporate liabilities 200,190
RRBRAaRE Consolidated total liabilities 338,550
Hithig#t OTHER INFORMATION
ENE T E ] Capital additions of property,

ZERRE plant and equipment 7,469 1,638 2,472 - 11,579
REZEANE Capital additions of deposits - 83,797 - - 83,797
WEREH Depreciation and amortisation 22,827 20,561 6,254 29,644 79,286
HENE BER Loss on disposal of property,

R ER plant and equipment - - 209 - 209
M FRE R Impairment loss recognised for

ZREEE investments in securities - - - 3,887 3,887
HEEFHEER Gain on disposal of interest in

w2 Wz e-commerce projects - - - 17,922 17,922
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4. EXBFRSEEH & 4. TURNOVER AND SEGMENT INFORMATION - Continued
(b) HMESE (b) Geographical segments
() TREIAKEZWET S (i) The following table provides an analysis of the Group’s revenue by

D 2 WADT (TiwEmR
MRz BR ) -

Revenue by
geographical segment
R ESFEE S ZWA
Year ended 30 June
BEAAZTHILEEE

geographical market, irrespective of the origin of the goods/services:

Profit (loss)
from operations
EEHF (B5E)
Year ended 30 June
BEANA=1THLEE

2003 2002 2003 2002
—EE=F —ETF —BE=HF —ET_F
HK$’'000 HK$'000 HK$'000 HK$'000
TFHER FHET TFHERT FHET
(restated)
(&%)
FEARLFME  People's Republic of China,
BIEEE KRR including Hong Kong
and Macau 526,450 457,895 72,244 99,103
B Europe 240,270 222,369 16,070 (75,111)
HAth Others 48,015 42,096 36,034 (11,946)
kB AT Consolidated total 814,735 722,360 124,348 12,046

(i) TR A& B R4 & T35
Bz BEAEREE AR
ME- -BEREE ZHERE
wEEETHEBEEERZ
BARRBEDN:

Carrying amount
of segment assets

(i) The following is an analysis of the carrying amount of segment assets,
and capital additions to property, plant and equipment, systems and
networks, and interest in e-commerce projects, analysed by the
geographical location to which the assets are located:

Capital additions

NEEEZREE BEARE
At 30 June At 30 June
®7A=+H RAA=+H
2003 2002 2003 2002
—BE=F —EEF —ET=F —TT-F
HK$’'000 HK$'000 HK$'000 HK$'000
FHET FHT FHET FHET
FEARLFME  People's Republic of China,
BEBEBERRP  including Hong Kong
and Macau 728,135 595,822 78,010 83,819
BOM Europe 141,293 176,862 4,581 10,338
=) Others 153,244 154,725 40,397 1,219
iRA MR Consolidated total 1,022,672 927,409 122,988 95,376
5. HMEZSKA 5. OTHER OPERATING INCOME
B U A3,875,0008 L (ZEF—F: Included in other operating income is interest income of HK$3,875,000 (2002:
3,735,000/ 7T) Jh5 A EAb A UL A HK$3,735,000).
Ao



6.

EEim

6. PROFIT FROM OPERATIONS

2003 2002
—ET=F —ET_F
HK$'000 HK$'000
FHET FET
(restated)
(E51)
BERTENR: Profit from operations has been arrived at after charging:
EEMSE (M) Directors’ remuneration (Note) 1,808 2,449
B TRk AN Staff costs 77,984 87,954
FRER 2 FH B8 Actuarial losses recognised - 66,472
RORTE N ET B K Retirement benefit scheme contribution 5,504 3,845
B TR A4 %E Total staff costs 85,296 160,720
MNEFRHERR 2KE 2 #H Amortisation of investments in e-commerce projects 27,173 29,644
ES & Sk 3 Amortisation of systems and networks 55,281 16,554
ME BEREEZ Depreciation and amortisation of property,
e R plant and equipment
HEEE Owned assets 27,985 32,093
RMEHEEE Assets under finance leases 1,146 995
WEREHERE Total depreciation and amortisation 111,585 79,286
ZERT BN & Auditors’ remuneration 1,487 1,704
ERRBFE KA Cost of inventories recognised 367,635 469,827
HEME WERREZBE Loss on disposal of property, plant and equipment - 209
RBGEHEE N2 Minimum lease payments paid under operating leases
HEEEEE: in respect of:
HEWHE Rented premises 2,054 2,127
s R Machinery and equipment 5,451 6,191
REFA: and after crediting:
THE®SE R RESHEHS KA Rental income from leasing of machinery and equipment 17,609 41,867
HEME HE RRE 2 W Gain on disposal of property, plant and equipment 2 =
M 5E Note:
FHRESRESNEZEH Information regarding directors’ and employees’ emoluments
2003 2002
—EE=F —RE_F
HK$'000 HK$'000
FET FH
B Directors
BUFRTEE 2D Fees to independent non-executive directors 40 44
HITESZHMMS: Other emoluments to executive directors:
e REMBR Salaries and other benefits 1,408 1,802
RRAE R GBI 3K Retirement benefit scheme contribution 360 603
1,808 2,449
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Notes to the Financial Statements

AR & PiRE

For the year ended 30 June 2003 &#Z =%

6. EEimF
e — &
FHEFREENS AN &
EEZHENT THIEBE:

ZoFRNA=THILESFE

6. PROFIT FROM OPERATIONS - Continued
Note: — Continued
Information regarding directors’ and employees’ emoluments — Continued
Emoluments of the directors were within the following bands:

Number of director(s)

ESAY
2003 2002
—EE=F T
#£—1,000,0007% 7T Nil — HK$1,000,000 7 8
1,500,001 7T —2,000,0007% 7T HK$1,500,001 - HK$2,000,000 1 -
2,000,0017 7T — 2,500,000/ 7T HK$2,000,001 — HK$2,500,000 - 1
(1= Employees
REBRUBRSHFALTBE—R(ZTE= The five highest paid individuals of the Group included one (2002: one) director of the
F—R)ARAER EWEFBEHRN L Company, details of whose emoluments are set out above. The emoluments of the
REBERNE (ZZ2TF:0F) R HFA remaining four (2002: four) highest paid employees of the Group, not being directors of
T (EFRRBZES) 2B 0T : the Company, are as follows:
2003 2002
—EE=F T
HK$'000 HK$'000
FHERT FET
B B E Ath 42 F Salaries and other benefits 4,023 3,677
RIERBEM 2 ES Performance related incentive payments 93 90
IRRAR A FH I HER Retirement benefit scheme contribution 167 263
4,283 4,030

IEREZHMESN FTIHE:

Emoluments of these employees were within the following band:

Number of employee(s)

EEAH
2003 2002
—EE=F —RE_F
#£—1,000,0007% 7T Nil - HK$1,000,000 1 2
1,000,001} 7T —1,500,0005% 7T HK$1,000,001 - HK$1,500,000 3 2
7. MEBEE 7. FINANCE COSTS
2003 2002
—EE=F —ET-
HK$'000 HK$'000
TFHER FHET
& Interest on
RITREAMEE Bank and other borrowings
- RAEFABHEER — wholly repayable within five years 13,093 14,001
—BARAFRNBHER - not wholly repayable within five years 190 227
RMEHEZMBER Finance charges on finance leases 210 324
13,493 14,552
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10.

B 8. TAXATION

2003 2002
—ET=F —ET_F
HK$’'000 HK$ 000
FHET FHET

BIEX HEE: The charge comprises:

BENEH Hong Kong Profits Tax
—NEE - current year 36 113
—BEFEZTREE — underprovision in prior years 2 -
Hith Bl EH & 2 B8 Taxation in other jurisdictions 475 (44)
513 69
RIERTE (Ft5E29) Deferred taxation (note 29) 148 3
661 72

EBFBHTIARE BB 2 A5 R

WAIZ17.5% (ZTETZF:16%) 275

b ) ,MT/BMEZWEBMI%\J
AAE S BRA B R E

ERBERFREZREAABAEE KIS E
FIRESER B BRI MIERE B - &
BB AT S ST A E A R A R
Z I

REFIRTEH A Z FIEHRMFE29 -
iz 8

AR B 77 TUIK 3 2 R
R BAEFR EA%0.60E (L
(ZTT_F:8) EERS

Hong Kong Profits Tax is calculated at 17.5% (2002: 16%) on the estimated
assessable profits derived from Hong Kong. Taxation in other jurisdictions is
calculated at the rates prevailing in the respective jurisdictions.

The low effective tax rate is attributable to the fact that a substantial portion
of the Group's profit neither arises in, nor is derived from, Hong Kong and is
accordingly not subject to Hong Kong Profits Tax and such profit is also not
subject to taxation in any other jurisdictions.

Details of deferred taxation for the year are set out in note 29.

9. DIVIDEND
2003 2002
—ET=F —ET_F
HK$'000 HK$'000
FHET FHT
Final dividend proposed in scrip form equivalent to

HKO0.60 cents (2002: nil) per share,

with a cash option 13,326 -

ET=FEHRRARBRE RN -F
=FXNA=

z +EZBBABRS
2,220,961,752f BEETE -
BEEM (EBE)

BERAERN (BE) DARNFEELHN
110,340,000 T (=TT =4 (&%) :
7 E182,578,0008T) RFRNE BT
D INkEF9802,220,961,7520 (==
T —:2,220,961,7520%) it HE-

BEFEZEREBRCUASEIREY
EAEE AR REFN K ABR 2 Z &
S

A B R AR 2 BB
ERR B TRAF (5A) L RE
2B

10.

The proposed final dividend for 2003 is based on 2,220,961,752 shares in
issue at 30 June 2003.

EARNINGS (LOSS) PER SHARE

The calculation of the earnings (loss) per share is based on the net profit for
the year of HK$110,340,000 (2002 (restated): net loss of HK$2,578,000) and
on the weighted average of 2,220,961,752 (2002: 2,220,961,752) shares in
issue throughout the year.

The loss per share for the previous year has been adjusted to reflect the
retrospective application of the changes in the Group's policy for retirement
benefit costs.

There was no dilution effect on earnings (loss) per share as there were no
dilutive potential ordinary shares in issue in both years.
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AR & PiRE

For the year ended 30 June 2003 &#Z =%

11. Y% B RE Rk

ZoFRNA=THILESFE

11. PROPERTY, PLANT AND EQUIPMENT

Plant and
machinery
and tele-
Land and communications
THE GROUP buildings networks Total
BEREER
FRE T RiEF EHE st
HK$'000 HK$'000 HK$'000
FET FET FET
BAE COST
RZZET=FtHA—H At 1 July 2002 18,874 293,511 312,385
B R Currency realignment 1,501 24,564 26,065
NE Additions - 5,988 5,988
HE Disposals — (9,275) (9,275)
RZZEZ=F,A=1H At 30 June 2003 20,375 314,788 335,163
ERMH DEPRECIATION AND AMORTISATION
R-ZZZ_4F+H—H At 1 July 2002 3,847 232,708 236,555
ER AR Currency realiﬁnment 308 19,357 19,665
FREE Provided for the year 389 28,742 29,131
& Mk Eliminated on disposals = (9,029) (9,029)
RZZEZ=F,A=1H At 30 June 2003 4,544 271,778 276,322
WEFE NET BOOK VALUES
RZZTE=4FA=1H At 30 June 2003 15,831 43,010 58,841
R=EE=45~A=+A At 30 June 2002 15,027 60,803 75,830
THE GROUP
AEKE
2003 2002
ZET=F —TE &
HK$'000 HK$'000
FHER FHET
REEBZYEEEEFERIE:  The net book values of the Group’s property interests
comprise:
REBUIMDE RS
KAFRE 2 Freehold properties held outside Hong Kong 14,671 13,917
REBAIMBE RSB
REBZO 2% Properties held outside Hong Kong under long leases 1,160 1,110
15,831 15,027
HRERERAF 2BER Net book value of plant and machinery and
g & B AL 2 BREFE telecommunications networks held under finance leases 1,021 1,978
REBEAGEEHETXHERM  The Group leases equipment to customers on operating
FTEF-BRBMZERR lease terms. The net book value of such equipment,
FEEBREME LR R which is included in plant and machinery and
BABEERN ZH5MT: telecommunications networks, is as follows:
BEEM (EKAE) Customer equipment at cost 112,917 99,035
B BEHITE Less: Accumulated depreciation 100,729 80,893
BREFE Net book value 12,188 18,142
AEBRZZEZE=FA=THEKREF At 30 June 2003, certain land and buildings of the Group with a net book
B59,524,0008 T (ZTT _4: value of HK$9,524,000 (2002: HK$8,952,000) were pledged to a bank as
8,952,000/ 7T) 2 & T L RIEBFEIE security for banking facilities granted to the Group.
BT RIT EREEEESZRITHE

ZYERe



12.

13.

14.

MBASZIRE

FEET R 2 BREE

12.

Unlisted shares, at carrying value

INVESTMENTS IN SUBSIDIARIES
THE COMPANY

AAF
2003 2002
—TT=F —TT 4
HK$’'000 HK$ 000
FHER THET
232,890 232,890

FE LTkt 2 BREETI AR KER—N
NAREFEAREMNBRAIKAEERKR
ER-EHBARZERMEEFERE
*o

ARAELEMBARR_TT=FN

A=+H2Z2FBHNHEL0 ©

FEW (FEfT) BB A TIFRIA

XAT
ZEFBAERR R REETER
Ho

RIZEZE=F A=+ 8FEREIK
Bt B A W3R8 2 #913,785,0008 7T (=

TT—4:6,371,000/87T)  HE R —H
BATHEABULRITIE NS T — R B A
F#180,423,000/8 L (—Z 2T —4:
68,480,000/ L) 2 fEERE -

13.

The carrying value of the unlisted shares is based on the book values of the
underlying net assets of the subsidiaries at the time they became members of
the Group under the group reorganisation in 1996.

Details of the Company’s principal subsidiaries at 30 June 2003 are set out in
note 40.

AMOUNTS DUE FROM (TO) SUBSIDIARIES
The Company
The amounts are unsecured, interest-free and have no fixed repayment terms.

Included in amounts due from subsidiaries at 30 June 2003 is an amount of
approximately HK$13,785,000 (2002: HK$6,371,000) which is subordinated to
a bank which granted credit facilities of approximately HK$80,423,000 (2002:
HK$68,480,000) to a subsidiary during the year.

REG RS 14. SYSTEMS AND NETWORKS
THE GROUP
AKHE
2003 2002
—ET=F —TTF
HK$’000 HK$ 000
FHET FHT
A COST
F¥) At beginning of the year 176,328 46,500
F AU Acquired during the year 78,000 -
b i Transferred from deposits 162,692 129,828
F#h At end of the year 417,020 176,328
He AMORTISATION
£ At beginning of the year 16,554 -
REE B Provided for the year 55,281 16,554
F it At end of the year 71,835 16,554
AR EF{E NET BOOK VALUE
F#h At end of the year 345,185 159,774

R B BRR I RAEER B
%ﬁ%ﬂ%%uu&iﬁﬁﬁz}5ﬁﬁ§&ﬁ%$
REE 2 ZE R AR ERITE B hiRE
BHEF 2 HFAREFH (RZ R0
F) TABEH-

Systems and networks include all direct costs incurred in setting up and
development of internet based knowledge systems and networks. The Group’s
systems and networks are amortised over the estimated economic lives of the
projects from the date of commencement of commercial operations subject to
a maximum of five years.
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AR & PiRE

For the Year Ended 30 June 2003 HZ=—ZTT = A=1THIFE

15. REFHEEHZER

15. INTEREST IN E-COMMERCE PROJECTS

THE GROUP
AEH
2003 2002
—EBE=F —ET-
HK$'000 HK$'000
F#ERT FHEIT
BFHMEBEAZELTRE: Unlisted investments in e-commerce projects:

— R B — with guaranteed return 55,713 -
—HAth — others 55,994 160,812
111,707 160,812

AEBECDBRE=FFIHH WRER
ETRHEZEB - MEHBEZANDE
204 Hif] AEE AR S ALFIRA
ZWAFRE 2 B B A LR D K °

The Group has entered into agreements with third parties to invest in
e-commerce projects. These agreements have contract terms of 20 years over
which the Group has the right to receive distributions based on an agreed
percentage of the net revenue of each of these projects.

(a) fREBEIIR (a) With guaranteed return
THE GROUP
AEH
2003 2002
—ET=F —ET-F
HK$’'000 HK$'000
FHET FHT
JEETIRE KA Unlisted investments, at cost 71,058 =
ERRHEER Impairment loss recognised (15,345) -
55,713 -

RAFER A% B KENEKE
{E5#4971,058,0008 T2 & T&F
HEAE C EaEE T = RREE
RAR ERER AKECESIT
SREEBRRAZE TRAELR-
REEEHEZGF AKRED T
HWERTEE £ 88 B DRI
DR REEmERS (RET
BEIBEE ZRERAD M EM
i) -REBEAEEEEGH R
Bl - EE AR5 FHEAEFF
F oo HUER-

FRARBERCRERTHS
B U2 ERREE 2B ERE
REBEE FUERHNEFHER
Bzmz REE-EERETH
EEHEHZRERTERERR
15,345,000 T (ZEZ 4
/) WH2ERE 2 A TEEM G
st MUt BERE A MERRN RS R-
BEERA LA HBEER
PIREREKREE

During the year, the Group assigned the interest in certain e-commerce
projects with an aggregate carrying value of approximately
HK$71,058,000 to three investment holding companies and in return
obtained certain equity interests in these investment holding companies.
Under the terms of the sale and purchase agreements, the Group is
contracted to receive pre-determined sums of not less than the original
beneficial interest of the revenue sharing arrangement as stated in the
original revenue sharing agreements for the e-commerce projects. The
pre-determined sums will be received for a period of 5 years by half-
yearly instalments as a return on the investments in accordance with the
Group's sale and purchase agreements.

During the year, the directors of the Company reviewed the carrying
amount of the interest in e-commerce projects in light of the current
market condition with reference to the financial results and business
operated by the investees. The directors identified an impairment loss of
HK$15,345,000 (2002: nil) on the interest in e-commerce projects,
estimated by reference to the fair value of the investments, and the
amount has been recognised in the income statement accordingly. In the
opinion of the directors, the underlying values of the above investments
are at least equal to their carrying values.



15. REFHEREEZ2#E & 15. INTEREST IN E-COMMERCE PROJECTS - Continued
(b) Hfttr (b) Others
THE GROUP
AKHE
2003 2002
—FT=F —TET-F
HK$’'000 HK$'000
FHET FHT
BE COST
F¥) At beginning of the year 210,800 148,219
birg kg Transferred from deposits - 65,875
BARBRIEBRZ Transferred to interest in e-commerce projects
ErHEHEE 2Ex with guaranteed return (148,219) =
& Disposals (6,587) (3,294)
FhE At end of the year 55,994 210,800
HheH AMORTISATION
F¥) At beginning of the year 49,988 20,344
REE B Provided for the year 27,173 29,644
RBEARBRFE R Eliminated upon transfer to interest in e-commerce
BEFEEER 2 Em&EE  projects with guaranteed return (77,161) -
FHE At end of the year - 49,988
AREFE NET BOOK VALUE 55,994 160,812

REAFEARN XEBUABKRE
40,310,000 TMBLFE =& H
EHRMEERM{E6,587,000/8 L2
AETETHEBEB 2R

16. EBHRE 16. INVESTMENTS IN SECURITIES

FE LR A A(E
B B RE SRR (B 18

Unlisted equity shares, at cost
Less: Impairment loss recognised

During the year, the Group disposed of the interest in certain e-commerce
projects with an aggregate carrying amount of HK$6,587,000 to an
independent third party for a total consideration of HK$40,310,000.

THE GROUP
FEE
Investment securities
BEEF
2003 2002
—ET=F —ETF
HK$’000 HK$'000
FHIT FHET
3,887 3,887
(3,887) (3,887)
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For the Year Ended 30 June 2003 HZ=—ZTT = A=1THIFE

17. &% 17. DEPOSITS
BHNATHEEENZRS: Deposits were paid in connection with projects relating to the following:
THE GROUP
FEE
2003 2002
—ET=F —ET_F
HK$’000 HK$'000
FHERT FHT
ERipsEhes Systems and networks 39,000 162,692
18. &£E 18. INVENTORIES
THE GROUP
XEE

2003 2002
—ET=F T -F
HK$'000 HK$'000
FHET FHET
R Raw materials 15,747 26,042
w2 R Work in progress 4,739 3,931
BU5K dh Finished goods 10,846 15,431
31,332 45,404

FHBEERRERATE L (ZET F:
76,516/7T)  ER A TVFEAR

19. BIKE 5 R H iR
R-ZEZE=FA=1+H EBREFR
H 4t BR 5k 2 45 #rFR £215283,919,000/%5
T (ZZTZT=4:79,883,000/87T) &

19.

Included above are raw materials of HK$nil (2002: HK$76,516) which are
carried at net realisable value.

TRADE AND OTHER RECEIVABLES

At 30 June 2003, the balance of trade and other receivables included trade
receivables of HK$283,919,000 (2002: HK$79,883,000). The aged analysis of
trade receivables at the reporting date is as follows:

ZERIR AT :
THE GROUP
ALRHE

2003 2002
—ET=F —EBET_F
HK$’'000 HK$'000
FHER FET
0—60H 0 - 60 days 142,956 63,780
61—90H 61 -90 days 28,701 10,006
91—180H 91 - 180 days 96,835 1,536
> 180H > 180 days 15,427 4,561
283,919 79,883

FEBHRFRBCESEPEERR
REEGFERR RERERZME 17
ANIRE RIS ERMEA TI0E1808 2
EEH- 30 to 180 days.

The Group maintains a well-defined credit policy regarding its trade customers
dependent on their credit worthiness, nature of services and products,
industry practice and condition of the market with credit period ranging from



20. ERRITEERBRE 20. DEPOSITS, BANK BALANCES AND CASH

THE GROUP THE COMPANY
ALRHE AAT
2003 2002 2003 2002
—TE=F —EE= —EE=F —ET-
HK$'000 HK$'000 HK$'000 HK$'000
TFHER FHET TFHERT FHET
BREER Interest bearing deposits 71,693 136,021 - -
RITEFRERE Bank balances and cash 8,998 23,527 36 6
80,691 159,548 36 6
21. EHEBESRAMARR 21. TRADE AND OTHER PAYABLES
RZTE=FXA=1TH ENESK At 30 June 2003, the balance of trade and other payables included trade
EMBRR 2 &8 81510,623,000%8 7T payables of HK$10,623,000 (2002: HK$13,614,000). The aged analysis of trade
(ZZZT=%:13,614,000/87T) 2 FEf payables at the reporting date is as follows:
BN BNESRINBREAHZ
BRI AT AT -
THE GROUP
ALRE
2003 2002
ZEE=F —TT_F
HK$’'000 HK$'000
TFHER FHET
0—60H 0 - 60 days 2,697 6,488
61—90H 61 - 90 days 3,967 2,563
91—180H 91 - 180 days 1,324 3,754
> 180H > 180 days 2,635 809
10,623 13,614
22. REEE 22. WARRANTY PROVISION
THE GROUP
AERE
2003 2002
ZEE=F —TT_F
HK$'000 HK$'000
FHER FHET
RZZZE_F+H—H At 1 July 2002 1959, 1,669
E A Currency realignment 244 217
FAE R Provided during the year 2,318 3,588
FAEEA Utilised during the year (2,463) (3,515)
RZZEZE=F,A=1H At 30 June 2003 2,058 1,959
RERFEREEEERRBELBEERN The warranty provision represents the management's best estimate of the
HERMREREBME REARK Group's liability under 12 month warranties granted on manufactured
miaT 212 REEMEREB R products, based on prior experience and industry average for defective
fEH 2 S ERT A products.
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23. RAREFIGTEIHER 23. RETIREMENT BENEFITS SCHEMES

TE BBk E 8
AEEBTETHBARASAINOEE
R —HRKENEE -ZBREZE
EEAEE s EEDRFE AFRH
BUXTEAEH 2ESA-

B RS AR G 2 RRENEBIEZKTI R
SEZFARABEEZLXRNERES
Xz R fHEENE BEREREE
HRZAR S AEEARENZ
HFORER R Yz K

TETTE T AR AEEREHR
REEZMBLEEREEZEEHMER
ae (MafEe])stil-RisaBai
Braest @R RN EREARE
ZRESFIARARE L EHRES
FHEIED 2 f5Ke

RERN B Xz BREFETEE R Gn
REBAT(ZTT-F:T) 28 Y
&) B940,000B T (T 4
580,000/ 7T) °

EEIEFIA B

AEEE TETHEA TR —HAT
R 2 ERENE B LR BT R
HRE B IR R 2 R KB R B
B 5 HE 2 BIEER RIS A A B
HRER R FAEESTEESME
hE e

RIBEBRIBEM SR = FIRET BN
B RETHEMNAT G2 SR IR
BRERPIGR-REZAE EE —BR
FB65pR S FF IR RN S 2 iR
BREZERENTRRTFL21.67%
£2.50% 2 [f o A6 B 3 £ 2 it H fth 3R
KEBEAMN L2 ElEEREME
FEERNAEREDINR T _4F—
A—BHHBEBEEZ2K 8Mick O'Loan’t
AT YER_TET=FA=1+H
EHAEHET SRR EE - HEES
RERAVEZBEDNBBIRELRER
HFe ENRSHRE ZE MR E 2

Rk

Az E2RERRNT:

Defined contribution scheme

Certain subsidiaries of the Group have a retirement benefit scheme covering a
portion of their employees. The assets of the scheme are held separately from
those of the Group in funds under the control of an independent trustee.

The retirement benefit scheme contributions charged to the income statement
represent contributions payable to the funds by the Group at rates specified in
the rules of the scheme. Where there are employees who leave the scheme
prior to vesting fully in the contributions, the contribution payable by the
Group is reduced by the amount of forfeited contributions.

Commencing from December 2000, the Group enrolled all eligible employees
in Hong Kong into a mandatory provident fund (the “MPF"”) scheme. The
retirement benefit cost of the MPF scheme charged to the consolidated
income statement represents contributions to the MPF scheme by the Group
at rates specified in the rules of the MPF scheme.

During the year, retirement benefits scheme contributions paid for the above
schemes, net of nil (2002: nil) forfeited contributions, amounted to
HK$940,000 (2002: HK$580,000).

Defined benefit scheme

Certain subsidiaries of the Group operates a self-administered, funded
pension scheme. The scheme provides defined pension benefits related to
service, and final earnings and capital sums on death. Membership is optional
for all staff paid monthly and aged over 21 years.

The contributions which are determined by a qualified actuary on the basis of
triennial valuations using the projected unit credit method are charged to the
income statement. Under the scheme, the employees are entitled to a pension
between 1.67% and 2.50% of final salary for each year of pensionable service
at a normal age of 65. No other post-retirement benefits are provided. The
most recent actuarial valuations of scheme assets and the present value of the
defined benefit obligations were carried out at 1 January 2002 by Mr. Mick
O’Loan, Fellow of the Institute of Actuaries, and was updated to 30 June 2003
for the accounting reporting purpose. The assumptions which have the most
significant effect on the results of the valuation are those relating to the rate
of return on investments and the rates of increase in salaries, pensions and
share dividends.

The main actuarial assumptions used were as follows:

2003 2002

ZEE=F —TE_F

BRI & Discount rate 5.25% 5.75%
T HA 2 5T &1 & & Bl 3 Expected return on scheme assets 6.63% 6.76%
BHZ FHe g Expected rate of salary increase 3.50% 4.25%
KRR ZRIKE FHIE Future pension increases 2.50% 2.75%



23, BARERG BB -

EEEATE &
;ﬁ%ﬁﬁ:%%:i “A=+R8 2
BEGEERBR R G JZﬁEm@
7‘%159 303,000 L (=TT =4
161,483,00087C) M EEEZEHE
BEAREBEFEMNZ259% (ZTT=
F:69%) ° BE 44,289,000/ T 2 B
BARERABEBEFESNGEE
EAFEZI0%HKE TEAEREBEZ
10% (AB&EABLE) 2 85 RNERRE
B2 B FIRRH 8 (LA105 45
NBEe

23. RETIREMENT BENEFITS SCHEMES - Continued

Defined benefit scheme — Continued

The actual valuation updated to 30 June 2003 showed that the market value
of the scheme assets was HK$159,303,000 (2002: HK$161,483,000) and that
the actuarial value of these assets represented 59% (2002: 69%) of the
benefits that had accrued to members. The shortfall of HK$4,289,000, which is
the excess of net unrecognised actuarial losses over the greater of 10% of the
fair value of scheme assets and 10% of the present value of funded
obligations, is to be cleared over the estimated remaining service period of
current membership of 10 years.

MERRBMEART BN EBEERTHE Amounts recognised in the consolidated income statement in respect of the
RZEEMT: defined benefit pension scheme are as follows:

2003 2002
—ER=F —TE_F
HK$'000 HK$'000
TFHER FHET
AT R A AR Current service cost 4,924 3,868
F BB Interest cost - 11,757
TEH Z st EI B E R Expected return on scheme assets - (12,354)
TBHEEEFRE Net actuarial losses - 66,472
4,924 69,743

AEEXHEFA—REITHRAS

EAREE 2 R RN 8 A&EmE
7 @BEFTABEARBR ST

The charge for the year has been included in general and administrative
expenses.

The amount included in the balance sheet arising from the Group's obligations
in respect of its defined benefit pension scheme is as follows:

2003 2002

—EBE=F T -F

HK$’000 HK$'000

FHET FHT

EIEECARE Fair value of scheme assets 159,303 161,483
ﬁjﬂ?ﬁ"ziﬁﬁ Present value of funded obligations (268,562) (233,362)
RERZ FFEEE Unrecognised actuarial losses 31,145 -
(78,114) (71,879)

MEFEBEFRELHNT:

Movements in the net liability in the both years were as follows:

2003 2002

—ET=F —ET-F

HK$'000 HK$'000

FHET FHT

F4) At beginning of the year (71,879) (5,573)
A Currency realignment (6,487) (467)
FEiREBm RN 25 IE Amount charged to the consolidated income statement (4,924) (69,743)
HER Contributions 5,176 3,904
Fik At end of the year (78,114) (71,879)
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24.

25.

26.

FEf R4 IR A BIRIE
FRERFATF
ZEFALEERRAL RS-

Bt —XRARMBABRE
AEE
FZERAREER R DL

RITHEE

24. AMOUNT DUE TO ULTIMATE HOLDING COMPANY

The Group and the Company
The amount is unsecured and interest-free.

25. AMOUNT DUE TO A FELLOW SUBSIDIARY

The Group
The amount is unsecured and interest-free.

26. BANK BORROWINGS

THE GROUP
ALRHE

2003 2002
ZEE=F —ET_F
HK$'000 HK$'000
FHER FHET

RITEEBRETIIRIE Bank borrowings comprise the following:
RITER Bank loans 76,992 -
EFEMIE K OB Trust receipts and import loans 58,830 57,638
RITEX Bank overdrafts 26,555 105,944
RBER Mortgage loan 3,257 3,462
165,634 167,044

BIER LA ARITEES,411,000
BT (ZEZ —4:11,052,000% 7T)
B B ARE E AR FE 59,524,000

T (ZZTZT=4:8,952,000%87T) 2+

Included in above were bank borrowings of HK$3,411,000 (2002:
HK$11,052,000), which were secured by the Group's land and buildings with a
net book value of HK$9,524,000 (2002: HK$8,952,000).

R g TR AR
THE GROUP
AEHE
2003 2002
ZEE=F —TE_F
HK$'000 HK$'000
FHER FET
BBTME R E ZR/T{EE  Bank borrowings bear interest at prevailing market
BT rates and are repayable as follows:
@M —FRN On demand or within one year 157,727 164,050
—EWFER Between one to two years 5,757 495
MERFA Between two to five years 1,911 1,664
RAFE Over five years 239 835
165,634 167,044
W —FRE BRI Less: Amount due within one year shown
nBEEZEHE under current liabilities (157,727) (164,050)
—FRIPZzEHE Amount due after one year 7,907 2,994




27.

28.

HibfEs

27. OTHER BORROWINGS

THE GROUP
ALRHE
2003 2002
—EBE=F —ET-
HK$'000 HK$'000
TFHER FHET
HiEERANRTMER The other borrowings represent block discounting loans
BRI : and are repayable as follows:
—FR Within one year 8,191 11,481
—EMFA Between one to two years 6,893 9,375
MERAFA Between two to five years 6,459 8,604
REF% Over five years 253 595
21,796 30,055
B —F AR E 5 Less: Amount due within one year shown under
MEBBEEZ current liabilities (8,191) (11,481)
—FREHHZ R Amount due after one year 13,605 18,574
RIFHERE 28. OBLIGATIONS UNDER FINANCE LEASES
THE GROUP
AEE
Present value
Minimum of minimum
lease payments lease payments
HE HERK
=RIEFRE HREZREEE
2003 2002 2003 2002
—EBE=F —ET- —EE=F —ET-
HK$'000 HK$'000 HK$'000 HK$'000
TFHER FHET TFHERT FHET
BEMERERAT Amounts payable under finance
HIMEN 22 5: leases:
—FR Within one year 623 1,098 519 908
—EMFA Between one to two years 222 679 189 567
MERFA Between two to five years 148 198 145 192
993 1,975 853 1,667
B B 7% & A Less: Finance charges (140) (308) - —
HEAERFEEB Present value of lease obligations 853 1,667 853 1,667
B —FERNEEWESIE  Less: Amount due within one year
mEBERECEHE shown under current liabilities (519) (908)
—FRIPZEHE Amount due after one year 334 759
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28.

29.

RS ERE &
AEBECF U BMERE UWBAEET
B B R EMAE - EREFHH
—FERFELAE MEBRFEHEEXRS
QMNME(ZZTT=4F:9.34F) - FXRER
AR ET-HeENIRETEREE
Bt B ER AR S HBRT LW
ZHEe

28. OBLIGATIONS UNDER FINANCE LEASES - Continued

The Group entered into finance leases to acquire certain of its plant and
machinery and telecommunications networks. The term of the finance leases
ranged from 3 to 5 years and the average effective borrowing rate was 9.11%
(2002: 9.34%). Interest rate was fixed at the contract date. The leases were on
a fixed repayment basis and no arrangement had been entered into for
contingent rental payments.

B IE B IE 29. DEFERRED TAXATION
THE GROUP
ALRHE
2003 2002
ZEE=F —TE_F
HK$’'000 HK$'000
F#ERT FHET
FHHERR Balance at beginning of the year 40 37
B TR Currency realignment 2 -
FNE (Kis) Movement for the year (note 8) 148 3
FrREER Balance at end of the year 190 40

FAZEHDHEEARBR MR ITE
RRBEMBRE AT EX L2 ZEM
SlEZRBEFE-

REEE B EEH AT AR BT 2
BN ELBRBRMBIRE RN 2T E
XSl R F -

MR-TEE=FNA=1+H ~EEEXK
BiE 2 REF IR A EFEL34,157,800
BT (ZZEZT =4:30,376,300/8T)
FTEARENBRBRERAZITE S HiRE
MR MER 2T ECTBIEERE
FHBARIZRBEEBMELE ZKE-
B RAEHEE A M2 M= G Er R ARK
B - AR A TR B BRER S R RR IR SRR
HEEFE

RERINEE B RR RN EEE R
BEZEXNEERE-

The movement for the year comprises the taxation effect of the difference
between depreciation allowances claimed for tax purposes and depreciation
charged in the financial statements.

At the balance sheet date, deferred taxation represented the taxation effect
of the excess of depreciation allowances claimed for tax purposes over
depreciation charged in the financial statements.

At 30 June 2003, the Group had net unprovided deferred tax asset of
approximately HK$34,157,800 (2002: HK$30,376,300) relating primarily to the
timing differences of the excess of accounting depreciation charged in the
financial statements over the depreciation allowances claimed for tax
purposes and taxation losses of certain subsidiaries. The net deferred tax
asset has not been recognised in the financial statements as it is not certain
that the benefit will be realised in the foreseeable future.

There was no significant unprovided deferred taxation for the Company
during the year or at the balance sheet date.



30. BxA&

30. SHARE CAPITAL

Number
of shares Amount
I8 E ot
‘000 HK$'000
T THERT
BREE0N0B T ZIEERA: Authorised share capital of HK$0.10 each:
RZZTE-FRA=1+BEK Balance at 30 June 2002 and 30 June 2003
3,000,000 300,000
BREE0N0BTZEEITR Issued and fully paid share capital of HK$0.10 each:
BRI :
RZTT—FLtH—HBZ#&H% Balance at 1 July 2001 1,110,481 111,048
EA IR B M 1T 2R Issue of shares upon bonus issue 1,110,481 111,048
RZZTTEZFARA=THRK Balance at 30 June 2002 and 30 June 2003
—ETE=FANA=+HZEH 2,220,962 222,096

R-EE—F+A-t+=-B E=g
EARZEE—F+—A=1+RHBIIK
REMZAARRERBFAR EER
ARARREFRHE —RR GO ATER—K
SR EEO0. 10/ 7T 2 AR AR 7 « A%
KER =BT —F+—A=1+RHETZ
R R AR ® LR R B NAQRE
B REHEF111,048,0888 T EIEE
N AR=ZBEE—F+—A=1+HB%7
AR R it 2 AN A B AR SR A A BRSUR AR AR
7 AR 2 N 3£171,110,480,87 6 A%
EE0.10B T ZARB RN FTEEITZ
HRMESTEHHERERO=ZERSE

Mo

ARBEE BETRAREARAE

On 22 October 2001, the Board of Directors proposed a bonus issue to the
shareholders of the Company on the register of members on 30 November
2001 on the basis of one share of HK$0.10 each of the Company for every

share held by the shareholders of the Company. The bonus issue was

approved at an extraordinary general meeting on 30 November 2001 and
1,110,480,876 shares of the Company of HK$0.10 each, credited as fully paid
share capital, were allotted and issued to the shareholders of the Company on
the register of members on 30 November 2001 by the capitalisation of the
accumulated profits of HK$111,048,088. The new shares issued rank passu in
all respects with the existing shares in all respects.

There were no change in the Company's authorised, issued and fully paid

share capital in the current year.
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31.

RE iz st &
BRERARAR—NANARFE+T—A=+H
BITZBREFRE RN 2 B2
(TRIETE]) AR E R A4 E] A
BRAZHTERERESRBERE
TEAMERASEREERHEERD FX
AEBAEREESNEHFE BN
TREARRRND -BREIZEERR
RIE ZATEB R A 1T (H
TRBEARMBRERT ARt
F) MEABERATEREL R #E21
BBl S R 2 BEERER
H8 3 B = AR £ 70 SR B4 B A B
Z B A3 5 B TR 32 P A i 2 SF A M
M{E80% * MEUB = E RE-RIFATFH
BN 2 BT S oz B B
B &= MEHBBARATEDETR
10% (RIZ AT &I 2 21T 2 E /R
BRON) - AT RERR T — BB B 2 AR
RISk 2BENEE R NATSES
RIB AT B AT BERR M 2 BB RAE PS I 2
Bty R=E B 25% © BRIERIETEILE &
LB MERT - & RIRTAH & 5 RA R
B T FHR AR AR E
RIBATET &R HE 8 R LB Ak -

R=ZFZT=_F+—F=t+ANAB £AA7
B IERTRT 8] R BN BB AR AT 8 (30
FTE) AR AMRrES LR
BETZE1TE & Mt &R =
T——F+—B=+N\BER -H:tE
ZERERRS| RIEBESFAE REAM
AT W AR ERERE B HEHR
RRZEBIEL BRI -RIBEH:TE &S
A (A (A 3% e AN /]~ H A B A B 3B
BRRIZER &iE T8 Rif A&
AV BEEEZES EE B &
AN BB EAEEEEMEZSEAR
FBEMATSEESHAEZ AR UK
AEBEZBE KA L BB AE - A
RBARRRD BEE ZBRETR
B AR T ERTE mEM A
ATERBABH%K218-

RS A E 2 RBE (ATIRAX
RIEAT T AR EE) SR AR EE : (i) Bk
MR B (MAREXR) B PT
BRBERRZWHE: RN R
EERHBAPMAES XA ERIRE
BRERMMFHRTE =& UK
= A RB A B 2 BB AR
WRZBMEE ERTSBHARRR
FEtEHE B2 EBEITRA10% © A
i BT 2 3P AR 1T (L B A 1 A] T 3%
T2 RN BE RSB E AR BT
ZBEITIRAI0% - EARELARR AR
EEMAEZELT NMEFMT @AM
- ) o] B8 — AR AR H BB IR P S
RZBH&BE THBHAAREZT
—EAREKE - RZEBETRND1% °
BT B E S AR B AR
IR BRI A -

31. SHARE OPTION SCHEMES

Pursuant to the Company's share option scheme (the “Old Scheme”) which
was adopted at a general meeting of the Company on 20 December 1996, the
Company may grant options to executive directors and employees of the
Company or its subsidiaries, for the primary purpose of providing incentives to
its employees, to subscribe for shares in the Company without initial payment
at a subscription price. Options granted are exercisable at any time during a
period as it may be determined by the directors, which shall be not more than
ten years from the date of issue of the relevant options, where the acceptance
date should not be later than 21 days after the date of offer. The subscription
price is equal to the higher of the nominal value of the shares and an amount
which is 80% of the average of the closing prices of the shares as stated in the
daily quotations sheet of the Stock Exchange for the five trading days
immediately preceding the date of grant. The maximum number of shares in
respect of which options may be granted under the Old Scheme shall not
exceed 10% of the share capital of the Company in issue from time to time
(except any shares issued pursuant to the Old Scheme) and the maximum
number of shares in respect of which options may be granted to any one
employee shall not exceed 25% of the maximum number of shares in respect
of which options may be granted under the Old Scheme. Unless otherwise
terminated or altered, the Old Scheme will remain in force for a period of ten
years from the date of adoption. No share option was granted by the
Company under the Old Scheme to its employees.

On 29 November 2002, the Company approved the termination of the Old
Scheme and the adoption of the new share option scheme (the “New
Scheme”) which will expire on 28 November 2012 in order to comply with the
terms of new Chapter 17 of the Rules Governing the Listing of Securities on
the Stock Exchange. The purpose of the New Scheme is to attract and to
retain quality personnel and other persons and to provide them with incentive
to contribute to the business and operation of the Group. Under the New
Scheme, the directors may grant options to any eligible persons of the Group,
including directors, employees, consultants, advisors in respect of business,
operation, management, technology, legal, accounting and financial matters
of the Company, its subsidiaries or affiliates or any discretionary trust whose
discretionary objects include the aforesaid persons or a company beneficially
owned by the aforesaid persons as well as customers and suppliers of the
Group, to subscribe for shares in the Company. Options granted are
exercisable within ten years from the date of grant, where the acceptance
date should not be later than 21 days after the date of offer.

The subscription price (subject to adjustment as provided therein) of the
option shares under the New Scheme is equal to the higher of (i) the nominal
value of the shares; (ii) the closing price per share as stated in the Stock
Exchange’s daily quotation sheet on the date of grant, which must be a
business day and (iii) the average closing price per share as stated in the Stock
Exchange’s daily quotation sheet for the five business days immediately
preceding the date of grant. The maximum number of shares in respect of
which the options may be granted under the New Scheme shall not exceed
10% of the issued share capital of the Company at the date of approval of the
New Scheme. However, the total maximum number of shares which may be
issued upon exercise of all outstanding share options must not exceed 30% of
the issued share capital of the Company from time to time. The number of
shares in respect of which options may be granted to any one grantee in any
12-month period is not permitted to exceed 1% of the shares of the Company
in issue on the last date of such 12-month period, without prior approval from
the Company’s shareholders. No share option under the New Scheme was
granted since its adoption.



32. i

32. RESERVES
Special Goodwill  Translation Accumulated Dividend
reserve reserve reserve profits reserve Total
YRR HERE BRERE Rt # KB G k]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET TET
A5E THE GROUP
W-FE-5+A-B At 1 July 2001
~-WREER - as originally stated - (44,036) 4,032 523,410 = 483,406
— A (Fa2) - prior period adjustment
(note 2) - - - (5,573) - (5,573)
- (44,036) 4,032 517,837 - 477,833
BENEB 2 EERE Exchange difference arising
FEEZERZR on translation of operations
outside Hong Kong - - 2,556 - - 2,556
TERFER Net loss for the year - - - (2,578) - (2,578)
HARKEE R Capitalisation for the
(Fi3£30) bonus issue (note 30) = — — (111,048) = (111,048)
RZTZE-FRA=+HR At 30 June 2002 and
—ZZ-F+A—H 1 July 2002 - (44,036) 6,588 404,211 - 366,763
RENEH 2 KERE Exchange difference arising
EEZERZE on translation of operations
outside Hong Kong - - (7,043) - - (7,043)
AEE A Net profit for the year = — — 110,340 = 110,340
R (HE9) Dividend (note 9) - - - (13,326) 13,326 =
RZZTZ=F-A=1H At 30 June 2003 - (44,036) (455) 501,225 13,326 470,060
4% THE COMPANY
RZZZ-F+H—H At 1 July 2001 195,874 - - 3,557 - 199,431
AEE A Net profit for the year = — — 120,176 = 120,176
HARKEE R Capitalisation for the
(P££30) bonus issue (note 30) - - - (111,048) - (111,048)
RIZEBZFRA=TAR At 30 June 2002 and
B s = 1 July 2002 195,874 - - 12,685 - 208,559
RERAF Net profit for the year - - - 15,170 - 15,170
RS (FE9) Dividend (note 9) - - - (13,326) 13,326 -
RZZTZ=F A=1H At 30 June 2003 195,874 - - 14,529 13,326 223,729

Rl @EERDNE AR A KE
M.C. Holdings Limited }2Kantone
Asia LimitedZ B ZMHE AR Z EXRE
ERAFEER —EREERAZRRE
100,000,000 7T B AN 22 7] 73 _F it U
BARTEITRM  EEME BB ZE

e

The special reserve represents the difference between the book values of the
underlying net assets of M.C. Holdings Limited and Kantone Asia Limited at

the date on which the shares of these companies were acquired by the
Company together with the capitalisation of a shareholder’s loan of

HK$100,000,000, and the nominal amount of the Company’s shares issued for

the acquisition.
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33.

(b)

HEMBAE 33. DISPOSAL OF SUBSIDIARIES
2003 2002
—BEE=H —TT=F
HK$’'000 HK$'000
FHET FHET
EHEEERE Net assets disposed of = =
k= =Nl Gain on disposal of subsidiaries 156 =
156 -

X Satisfied by:

Re 156 -

FN ELEMNBRARANER ZEE
WEMEWNEHK122,966,00078 7T M 4
BEAPBMERSREZARMTTEK

AEEDHENBARAAEE 2 &%
FEH 437,839,000 T W ARFEE
I AEFT9,361,0005 7T °

RHEMBARA HERRZELE
HETHMERQF-

EEHEERS

R=ZFZT—F+—F=+H ARQRAE
B REHEF111,048,0888 T EIEE
I (A R R IR B E£171,110,480,876 4%
BREEC.10B T2 RN IEALRIK
o

RAFE AEERETFTRITORKER
BWEAR78,0008 L (=TT =F:
2,168,000%7T) v BEE] VRIEHER
o

FR AEER=FZBIFE=EFILT
—HEBH NERAEER=BE TN
BIHA 2 #RERT1,057,813/8
7T MASK B 5 7S Cleveland Inc.
Oxford Talent Inc.MFortwest
Corporation&375& ik (HHE R &
NA)Z3.75% ) (ERE R

34.

During the year, the subsidiaries disposed of contributed HK$122,966,000 to
the Group's net operating cash flows and insignificant investing and financing
cash flows.

The subsidiaries disposed of in the current year contributed HK$437,839,000
to the Group's turnover and made a net profit for the year amounting to
HK$79,361,000.

Prior to the disposal of the subsidiaries, operations of the subsidiaries were
taken up by other group companies.

MAJOR NON-CASH TRANSACTIONS

(@) On 30 November 2001, the Company issued 1,110,480,876 shares of
HK$0.10 each to the shareholders of the Company as a bonus issue by the
capitalisation of accumulated profits of HK$111,048,088.

(b) The Group entered into finance lease arrangements in respect of assets
with a total capital value of HK$78,000 (2002: HK$2,168,000) at the
inception of the leases.

(c) During the year, the Group entered into three agreements with three
independent third parties for the assignment of the Group's interest in
three e-commerce projects for a total consideration of HK$71,057,813
and in return obtained 375 ordinary shares each in Cleveland Inc., Oxford
Talent Inc. and Fortwest Corporation, representing 3.75% interests in each
of the companies.



35.

36.

37.

BeERBEFHEIEHBO0T

35. ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS

2003 2002
—EBE=F —ET-
HK$'000 HK$'000
F#ERT FHET
ER-B/TETFERRS Deposits, bank balances and cash 80,691 159,548
RITEX Bank overdrafts (26,555) (105,944)
54,136 53,604
HAAE 36. CONTINGENT LIABILITIES
THE COMPANY
AAT
2003 2002
—BEE=H T _F
HK$'000 HK$'000
F#ERT FHET
AUTEARFTES 2{EE8EM  Guarantees given to banks and financial institutions
MRTT R SR L 2 B R in respect of credit facilities granted to subsidiaries 240,015 242,641
A KRR R —HERBARRE TS In addition, the Company and a subsidiary issued a guarantee and provided
—EHBRARZRKRTHEE MBL indemnity in favour of an independent third party in respect of a block
FZEFFHERRIEHEERE -BZE discounting facility granted to another subsidiary and the amount utilised as at
—TT=FRNA=THEDAZSEH 30 June 2003 was disclosed in note 27.
A FE27
AEERNFEEAMEETREARAAE The Group did not have any significant contingent liabilities at the balance
fEe sheet date.
BEARIE 37. CAPITAL COMMITMENTS
THE GROUP
AKHE
2003 2002
—EE=F —ET-
HK$'000 HK$'000
FHER FHET
M- BB RRBIRG R Capital expenditure in respect of property,
Mk 2 BRI : plant and equipment and systems and networks:
BEI & HEREMBHREFEE  Contracted for but not provided in the
financial statements 42,900 43,360
ERERKRTEL Authorised but not contracted for 8,206 12,822
51,106 56,182

ARBRAEE BB & AN AE-

The Company did not have any capital commitments at the balance sheet
date.
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38. BEHEHRIE
FEEEBRBAN
RiEEH ~EEZELSBRB LR
BRRBE Y RAI N E LTS REE
Nz RERENREZIHBERMT:

38. OPERATING LEASE ARRANGEMENTS
The Group as lessee
At the balance sheet date, the Group had future minimum lease payments
payable under non-cancellable operating leases in respect of rented premises
and machinery and equipment which fall due as follows:

2003 2002
—TE=F TR F

Machinery Machinery

Land and and Land and and

buildings equipment buildings equipment

T RiEF HEERRIE T REF RSN R

HK$’'000 HK$’'000 HK$'000 HK$'000

FHER FHET FET FET

R—FR Within one year 236 2,753 238 2,980
MERFA In the second to fifth years

(EEMEREEAN) inclusive 3,743 3,599 2,385 5,796

3,979 6,352 2,623 8,776

RpHE I EEFHH —E0NFI E:
MmAAE R —EWF 2 FHERT -

AEREEBHBA
NEER ARECHEE a8 RER
WREBPRIZAK HABAMT:

Leases are negotiated for terms of one to four years and rentals are fixed for
terms of one to four years.

The Group as lessor
At the balance sheet date, the Group contracted with tenants in respect of
plant and machinery and telecommunications networks which fall due as

follows:
2003 2002
—BE=F e S
HK$'000 HK$'000
FHIT FHET
R—FA Within one year 8,489 5,439
MERFAN (BEEMERIEEAN)  In the second to fifth years inclusive 14,825 11,583
RAFE Over five years 799 -
24,113 17,022

39. BMBALXRS
RERER AEEEEEHENE R A
BET MRS

39. RELATED PARTY TRANSACTIONS
During the year, the Group has transactions with Champion and its
subsidiaries as follows:

2003 2002
—EE=F —ET—
HK$'000 HK$'000
TFH#ET FHET
Z SR Nature of transactions
REE REEREWE AR Fees paid by the Group to Champion and its subsidiaries
A ERABAERERE for the provision of office premises and facilities,
LREEBRE2ER and management services 1,440 1,200
AEEmMBES THERR Sales of pagers and equipment by the Group to
I I 2 B3 subsidiaries of Champion 47 128
REEMBE 2 KB AR Purchases of telecommunications equipment by the Group
HEE EAAEM from subsidiaries of Champion - 214

WERXSGHARBEZEAHENREHE
BET-FRAEAPRAERERBERE
BRSPS 2 BRIYBER — NN
FH-RA-tHETEIL 2 EE R
(BER-ANNAEFET—A-—HR-ZFZF
“FE+—RAZt+hBEE) URR-F
TFHA_HBEEEZME QAR
ZEHMEEBHEIREXN -BEEED
PR AN INAE R AR E A EEEE

These transactions were carried out after negotiation between the Group and
the respective related companies. The fees paid for the provision of office
premises and facilities, and management services were in accordance to the
management agreement entered into with Champion dated 20 December
1996, which was renewed on 1 December 1999 and 29 November 2002 as
well as other management agreements entered into with a subsidiary of
Champion dated 2 July 2002. The sales and purchases were determined on a
cost plus basis.



40. TERBAT
R-ZBEE=FXA=+H ARFAEE

EffE QR 2B T

Name of company
AEEH

Kantone Asia Limited*

Kantone (UK) Limited

M.C. Holdings Limited*

Multitone Electronica
Limitada

Multitone Electronics PLC

Multitone Electronics
Sdn. Bhd.

Multiton Elektronik
GmbH

Multitone Rentals Limited

40. PRINCIPAL SUBSIDIARIES

Place of
incorporation/
operations

R AL R E R

British Virgin Islands/
People’s Republic
of China & Macau

HBEBRES/
AR A RRP

United Kingdom
£l

Cayman Islands

HEHS

Brazil
i)

United Kingdom
]

Malaysia
BRAEE

Germany
=k

United Kingdom
RE

Nominal value
of issued
share capital

EETRAEE

Ordinary US$1
LER—1ET

Ordinary £5,500,000
LAk — 5,500,000 85

Ordinary £5,500,002
LAk — 5,500,002 85

Ordinary R$300,000
LAk —300,000E A EH

Ordinary £3,830,107
LAY —3,830,107 %8

Ordinary MR285,000
LAk — 285,000 KL T

Ordinary DM2,000,000
A% —2,000,0005 5%

Ordinary £100
TR — 10038

Proportion of
nominal value
of issued share
capital held
by the Company
FATRACHT
BRABEEZESLL

100%

100%

100%

100%

100%

100%

100%

100%

Details of the Company’s principal subsidiaries at 30 June 2003 are as follows:

Principal activities

EEER

Development of
system software and
licensing

PR AR R R

Investment holding

REER

Investment holding

REER

Distribution of
telecommunications
equipment

D IEEAMEM

Investment holding,
design and manufacture
of paging and
telecommunications
equipment

RERR R REE
LU ER )

Manufacturing of paging
equipment
EEENEN

Distribution of paging
equipment

2B EEM

Leasing of paging
systems
BYRSEE
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40. PRINCIPAL SUBSIDIARIES - Continued

Name of company

R

Peak Vantage Limited*

Regionport Limited*

Smart (Macao Commercial
Offshore) Limited

B CRPIBE R P ER)
BRAF]

Vision Kingdom Limited*

Zonal Care Incorporated*

*  HARFEEFER

ERFFIZARBMBRRDEEER
REARRAT D NEEARFREEN
EELREERFEEERND 2MER
R-BEEERA MEEMHBARZHF
B—H5 - Al < ERBRITR.

ERBRAAR_EE=FA=+Hk
FAREAFEEDEERNETEER

Place of
incorporation/
operations

EEMALIL R

British Virgin Islands/
Macau
HBEBRES/
)

British Virgin Islands/
Macau
EBGHBERES/
)

Macau

P

British Virgin Islands/
Macau
EBGBRES/
)

British Virgin Islands/
Macau
EBGBARES/
)

*

Nominal value
of issued
share capital

E#TRAEE

Ordinary US$1
L@ER—1ET

Ordinary US$1
LER—1ET

Ordinary MOP100,000
LA — 100,000 P9 8

Ordinary US$1
LTER-1%ET

Ordinary US$1
LER—1ET

Proportion of
nominal value
of issued share
capital held
by the Company
AATHHEET
BRAEEZESLE

100%

100%

100%

100%

100%

Directly held by the Company

Principal activities

EREH

Provision of treasury
services

R BURTS

Provision of treasury
services

R AR TS

Provision of services,
software licensing
and trading in
telecommunications
equipment

REBREM 2 RB
BT R
BEEMEM

Development of
system products and
software licensing
RMERHE

Investments in
e-commerce projects
KREEFHERE

The above table lists the subsidiaries of the Company which, in the opinion of
the directors, principally affected the results of the year or constituted a
substantial portion of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in particulars of
excessive length.

None of the subsidiaries had any debt securities subsisting at 30 June 2003 or
at any time during the year.



