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GENERAL

The Company was originally incorporated in the Cayman Islands but
subsequently re-domiciled to Bermuda and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. Its subsidiaries (the
Company and its subsidiaries are hereinafter collectively referred to as the
"Group") are principally engaged in sales of general systems products,
provision of services and software licensing, leasing of systems products
and investments in telecommunications networks and 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 (“SSAPs")
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.

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.

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 and dividends received and paid, which were previously
presented under a separate heading, are classified as operating, 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.

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.

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.
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ADOPTION OF NEW AND REVISED STATEMENTS OF STANDARD
ACCOUNTING PRACTICE - Continued

Employee benefits — Continued

As a result of the changes described above, the Group has determined that
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, taking into account of the effect of minority interests, with
adjustment of approximately HK$40,706,000 and HK$265,000 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 of HK$37,530,000.

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 Company and its subsidiaries 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 or up to their effective
dates of acquisition or disposal respectively.

All significant inter-company transactions and balances within the Group
are 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 or an associate 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 associate, 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 estimated economic useful life.
Goodwill arising on acquisition of an associate is included within the
carrying amount of the associate. Goodwill arising on the acquisition of
subsidiaries is presented separately in the balance sheet.

Negative goodwill

Negative goodwill represents the excess of the Group's interest in the fair
value of the identifiable assets and liabilities of a subsidiary or an associate
at the date of acquisition over the cost of acquisition.

Negative goodwill arising on acquisition prior to 1 July 2001 continues to

be held in reserves, and will be credited to income statement at the time of
disposal of the relevant subsidiary or associate.
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SIGNIFICANT ACCOUNTING POLICIES - Continued

Negative goodwill - Continued

Negative goodwill arising on the acquisition of an associate after 1 July
2001 is deducted from the carrying value of that associate. Negative
goodwill arising on the acquisition of subsidiaries after 1 July 2001 is
presented separately in the balance sheet as a deduction from assets.
Negative goodwill is released to income based on an analysis of the
circumstances from which the balance resulted. To the extent that the
negative goodwill is attributable to losses or expenses anticipated at the
date of acquisition, it is released to income in the period in which those
losses or expenses arise. The remaining negative goodwill is recognised as
income on a straight line basis over the remaining average useful life of
the identifiable acquired depreciable assets. To the extent that such
negative goodwill exceeds the aggregate fair value of the acquired
identifiable non-monetary assets, it is recognised in income immediately.

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.

Income from certain e-commerce and telecommunications 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
and telecommunications projects. Income from other e-commerce and
telecommunications projects are recognised when the Group’s right to
receive the distributions has been established.

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

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

Income from investments in securities 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.

Costs incurred by the Group in establishing its telecommunications
networks include, among other things, property and equipment, internally
developed and acquired software, legal organisation costs and the
acquisition of required licenses.
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SIGNIFICANT ACCOUNTING POLICIES - Continued

Property, plant and equipment - Continued

Depreciation and amortisation to write off the cost of property, plant and
equipment over their estimated useful lives after taking into account their
estimated residue value, using the straight line method, at the following
rates per annum:

Freehold land Nil

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

Buildings 2-5%
Plant and machinery and

telecommunications networks 10-50%
Furniture and fixtures 20% - 33':%

Motor vehicles 25%

Plant and machinery and telecommunications networks are not
depreciated until they are put into commercial use. Should the individual
telecommunications network, completed or under development, become
technologically obsolete or commercially not viable, the carrying value of
the telecommunications network will be written off immediately to the
income statement.

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

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

Impairment

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

Where an impairment loss subsequently reverses, the carrying amount of
the asset is increased to the revised estimate of its recoverable amount, 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.

Leases

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership of the leased
assets 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 respective leases so as to produce a constant periodic rate of charge on
the remaining balance of the obligations for each accounting period.
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SIGNIFICANT ACCOUNTING POLICIES - Continued

Leases - Continued

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

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 fulfil the above conditions is recognised as
an expense in the period in which it is incurred. Systems and networks that
fulfil the above conditions are amortised on a straight line basis over their
estimated useful lives, subject to a maximum of five years. Where the
recoverable amount of systems and networks has declined below their
carrying amount, the carrying amount is reduced to reflect the decline in
value.

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

Investments in e-commerce projects represent the Group's investment costs
incurred on internet-based business projects over which the Group received
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 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 subsidiaries

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

Investments in telecommunications projects are stated at cost less
amortisation and any identified impairment losses.

Investments in telecommunications projects represent the Group's
investment costs incurred on telecommunications 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 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
telecommunications 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, to the extent that it is
considered to be irrecoverable, is written off immediately to the income
statement.

Investments in associates

The results and assets and liabilities of associates are incorporated in the
financial statements using the equity method of accounting. The carrying
amount of such interest is reduced to recognise any identified impairment
loss in the value of individual investments.

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 impairment loss that is other than temporary.

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

Patents
The costs of patents are written off to the income statement in the year of
acquisition.

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

Convertible bonds
Convertible bonds are regarded as liabilities unless conversion actually
occurs.

The costs incurred in connection with the issue of convertible bonds are
charged immediately to the income statement.
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SIGNIFICANT ACCOUNTING POLICIES - Continued

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 under 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.

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 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 defined contribution 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.
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TURNOVER AND SEGMENT INFORMATION
Turnover represents the net amounts received and receivable for goods
sold and services provided by the Group to outside customers, licensing fees
received and receivable and distributions received and receivable from the
Group’s investments in telecommunications and e-commerce projects

during the year.

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

DEERZREE%E segment information.
Investments in
Sales of Provision of telecommuni- Investments
general services and Leasing cations in
systems software of systems networks e-commerce
products licensing products and projects projects  Consolidated
HE-R RERBR HERG SRR E¥HE
RGER REntE ER BHz5# EHZ#E 58
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TARL TAL FAL FAL TARL
HE-SF=ERASTALEE Year ended 30 June 2003
BRE TURNOVER
HIMEEAMA External and total revenue 1,130,258 481,368 17,609 149,806 72,807 1,851,848
£5 RESULTS
PEEE Segment result 100,437 211,379 11,084 47,481 (115,756) 254,625
RERA Dividend income 8,344
FERA Interest income 11,923
FARAARR Unallocated corporate expenses (6,642)
FE 87 Profit from operations T Y
HENHR Loss on disposal of subsidiaries (752)
BBRA Finance costs (27,335)
kvl Profit before taxation YT
bt Taxation (1,429)
Profit before minority interests 238,734
Minority interests (47,487)
Net profit for the year 191,247
R=FE=F/A=1H As at 30 June 2003
BE ASSETS
PBEE Segment assets 1,281,390 1,109,643 13,038 541,206 489,581 3,434,858
REE AR 2B R Interest in an associate 46,500
Investments in securities 194,633
Unallocated corporate assets 604,044
RRBEE Consolidated total assets 4,280,035
8f LIABILITIES
AEAE Segment liabilities 117,304 39,610 11,865 28,034 9,360 206,213
APBATEE Unallocated corporate liabilities 561,914
RABaE Consolidated total liabilities 768,127
& OTHER INFORMATION
h% BERREZERFE  Capital additions of property,
plant and equipment 3,763 1,244 1,287 - - 6,294
Capital additions of systems and networks - 212,552 - - - 212,552
Capital additions of deposits 240,240 39,000 - 117,000 - 396,240
Depreciation and amortisation 2,192 177,914 5,986 54,408 142,289 402,389
Impairment losses recognised for
R interest in e-commerce projects - - - - 91,661 91,661
FEAEERABT2AESR  Impairment losses recognised for
interest in telecommunications projects - - - 34974 - 34974
HEETHEREEZ 2 NE  Gainon disposal of interest
in e-commerce projects - - - - 313 313
N EPA Loss (gain) on disposal of property,
B (k&) plant and equipment (2) 4 - - - 2
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4.

EXEERSEEHE -2

(a) ¥BHE &

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

[nvestments in

Sales of Provision of tele- Investments
general services and Leasing  communications in
systems software of systems networks e-commerce
products licensing products and projects projects Consolidated
HE-R RERBR HEZR ERE EFEE
OED Bl h Em FRAZRE BRZRE wa
HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000
TiEn TR TiEn Fir Fir FiEn
(restated)
(&)
HE-TE-ERA-THLSEE  Yearended 30 June 2002
E ] TURNOVER
HMEERIA External and total revenue 1,063,299 328,984 41,867 137,950 61,288 1,633,388
E4 RESULTS
HExE Segment result 104,863 150,778 (20,002) 43,165 (88,374) 190,430
REHA Dividend income 1,346
HERA Interest income 13,108
AARAARL Unallocated corporate expenses (41,393)
iy Profit from operations 163,491
HBRE Finance costs (31,07)
BHATER Profit before taxation 132,420
il Taxation (427)
At BRFEE 2R Profit before minority interests 131,993
YERRESR Minority interests 1,047
AEELF Net profit for the year 133,040
RZBE-F7A=TH As at 30 June 2002
BE ASSETS
HEEE Segment assets 557,033 936,929 43345 724817 874,762 3,136,886
REEAR A Interest in an associate 46,500
EHiRE Investments in securities 126,958
AARAFEE Unallocated corporate assets 631,525
GREEE Consolidated total assets 3,041,869
Bf LIABILITIES
HEEE Segment liabilities 99,423 37,492 30,304 34,506 9,360 211,085
AARAABR Unallocated corporate liabilities 532,035
GRERR Consolidated total liabilities 743,120
A OTHER INFORMATION
% BERZELATRE Capital additions of property,
plant and equipment 7,485 3,703 2412 - - 13,660
ZHRBEERRE Capital additions of systems
and networks 73,625 19 - - - 73,644
ENEAZARRE Capital additions of
telecommunications projects - - - 70,363 - 70,363
he7BARE Capital addition of deposits 85,250 25,148 - - 130,800 461,198
TEREH Depreciation and amortisation 42,900 76,337 6,254 103,411 170,778 399,680
AEFRERT L RESE Impairment losses recognised for
investments in securities - - - - 3,887 3,887
HETTHSRRRG I NE Gain on disposal of interest in
e-commerce projects - - - - 26,213 26,213
Loss (gain) on disposal of
property, plant and equipment (35) 11 209 - - 185




4.

BEHEREER &
(b) HMESE

(i)

(ii)

TR AN EEIZ 0 [E T 5
D2 WADH (TiwER

4. TURNOVER AND SEGMENT INFORMATION - Continued

(b) Geographical segments

(i) The following table provides an analysis of the Group’s revenue by
geographical market, irrespective of the origin of the goods/

BR% 2 JRIRHE) services:
Revenue by Profit
geographical segment from operations
RHES RS 2B EERA
year ended 30 June year ended 30 June
BEAA=+HLLEE BEASNA=+HLEE
2003 2002 2003 2002
—TB=F —TE_-F ZRT=F “ETF
HK$'000 HK$'000 HK$’'000 HK$'000
FERT FET TFHET FHET
HhEARAFE People’s Republic of China
(MhEl) - 8 (the “PRC") including Hong
BB RORFT Kong and Macau 1,433,733 1,298,434 206,879 203,342
B M Europe 304,642 243,881 19,812 (65,217)
Hith Others 113,473 91,073 41,559 25,366
RE AR Consolidated total 1,851,848 1,633,388 268,250 163,491

TR AN KRB IR [E T 5
Bln 2 REEREE AR
ME -BERRE ZFREE

(ii) The following is an analysis of the carrying amount of segment
assets, and capital additions to property, plant and equipment,
systems and networks, interest in e-commerce projects and

REREFEMEREMIER telecommunications projects, analysed by the geographical market
R ERREDN: to which the assets are located:
Carrying amount
of segment assets Capital additions
SEEEZIREE EAXRE
30.6.2003 30.6.2002 30.6.2003 30.6.2002
—Be=F —EBEF —EBE=F —ETF
~A=+H ~NA=+AH ~A=+H ~NA=+A
HK$’000 HK$'000 HK$'000 HK$'000
FHET F&T TFHET FET
REE A RAAFIE People’s Republic of China
BEEE including Hong Kong and
RORPS Macau 3,056,802 3,005,908 212,867 537,233
B Europe 141,293 176,862 4,581 10,338
Hith Others 1,081,940 759,099 397,638 71,294
RE M Consolidated total 4,280,035 3,941,869 615,086 618,865
Hih EZ U 5. OTHER OPERATING INCOME
2003 2002
—ET=F —TTZ
HK$'000 HK$'000
FHET FHET
THFRE KA TIHIAE A Included in other operating income is
BEWAR: net investment income as follows:
BHRE 2 BREWA Dividend income from investments in securities 8,344 1,346
PERTTIF A REFAHBRIZFE  Interest earned on bank deposits and balances 11,923 13,108
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HiphEEXZH 6. OTHER OPERATING EXPENSES
2003 2002
—Be=F —EE-F
HK$'000 HK$'000
FHET FA&T
MBHFREMMER R ERR Impairment losses recognised for investments
in securities - 3,887
R R LS8 Systems and networks written off - 2,115
oAt AR R 2 B Allowance for other receivables - 1,051
- 7,053
2T 7. PROFIT FROM OPERATIONS
2003 2002
—BB=H —TT=F
HK$'000 HK$'000
FHET FHET
(restated)
(E31)
BERFENGE: Profit from operations has been arrived at after charging:
EEMS (FFEG)) Directors’ remuneration (Note (i)) 13,372 26,283
BIXA(TEBREEEHE) Staff costs excluding directors’ remuneration 99,610 113,736
EHRRZIEEER Actuarial losses recognised - 66,472
RORTEFIET IR (P 3R (i)) Retirement benefit scheme contributions (Note (ii)) 6,353 4,512
B Tk A 4a %8 Total staff costs 119,335 211,003
BEFHEBEARKRE 2 HH Amortisation of investments in e-commerce projects 142,289 170,778
BAEERECHEH Amortisation of investments in telecommunications
projects 54,407 103,411
ES WS E Ik f Amortisation of systems and networks 128,015 39,520
eE: Depreciation on:
BEEE Owned assets 76,532 84,976
MEHECEE Assets under finance leases 1,146 995
402,389 399,680
% 2R BN & Auditors’ remuneration 3,034 3,745
EREFEZKA Cost of inventories recognised 368,109 470,249
HEME BERREZBE Loss on disposal of property, plant and equipment 2 185
RBEEHEERNZ Minimum lease payments paid under operating leases
HERENRERE: in respect of:
HEWE Rented premises 5,432 5,279
e Machinery and equipment 5,451 6,191
REGFA: and after crediting:
THE B K & B 5 4% Rental income from leasing of plant and machinery
sz e WA and telecommunications networks 17,609 41,867




BT -5

Wi

()

7. PROFIT FROM OPERATIONS - Continued

Notes:
FHREFRESENEZEH (i) Information regarding directors’ and employees’ emoluments
2003 2002
—EE=F —ERT-F
HK$'000 HK$'000
FHERT FHT
s Directors
BYFATEFZ2HEE Fees to independent non-executive directors 195 145
WITEFZ Hi & Other emoluments to executive directors:
HEREMBER Salaries and other benefits 4,043 4,391
RIERBER ZE Performance related incentive payments 9,086 21,699
RIRTE A ET B R Retirement benefit scheme contribution 48 48
13,372 26,283

B Eiion R=—FTTF_ANB BT
EE#1%2,000,00005 A A E) 2 B4
TEERENR0.4656/8 Lo F A &I
EREE TR R _TT #TA
IR R DA BHE  BREHB BE
#2,000,0001) FH# £ 160,00017 * M4T
FEABRS.82FB T ZEBREER
—ET=F_REHKR-

BEEME (TEEBBRENS) M FT
5 R

#—1,000,000/%5 7T

1,000,001 7T — 1,500,000/ 7T
11,000,001 75— 11,500,000/ 7T
23,500,001% 7T — 24,000,000/ 7T

In addition to the above, on 8 February 2000, an aggregate of 2,000,000 share
options of the Company were granted to certain directors at an exercise price of
HK$0.4656 per share. No share option was exercised during the year. Following
the bonus issue and the consolidation of shares in 2002, the number of share
options was adjusted from an aggregate of 2,000,000 to 160,000 at an exercise
price of HK$5.82 per share. These share options were lapsed on 7 February 2003.

Emoluments of the directors, excluding the share option benefits, were within
the following bands:

Number of director(s)

BEEAY
2003 2002
—BT=EF —TEF
Nil - HK$1,000,000 7 7
HK$1,000,001 — HK$1,500,000 1 1
HK$11,000,001 — HK$11,500,000 1 =
HK$23,500,001 — HK$24,000,000 - 1
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7.

EEm -
e — &

()

(i)

FHESRESHeZER &

1]

AEBRANRRHFALRERS (ZF
ToFMB)ARAES HME
BREX-ANEBEHB=FR (=TT
FZR)ERFAL (UFARAzE
)z T:

7.

PROFIT FROM OPERATIONS - Continued
Notes: — Continued

0]

Information regarding directors’ and employees’ emoluments - Continued
Employees

The five highest paid individuals of the Group included two (2002: two) directors
of the Company, details of whose emoluments are set out above. The
emoluments of the remaining three (2002: three) highest paid employees of the
Group, not being a director of the Company, are as follows:

2003 2002

—ET=E —TT-F

HK$'000 HK$'000

FHET FHT

N & E A AR F Salaries and other benefits 3,511 3,703
RIERBRER 2 ES Performance related incentive payments 31 -
RN RET B R Retirement benefit scheme contribution 439 729
3,981 4,432

RZZZTF-_AN\R AfUESFHE
B2 HA 7 (WIFRAREE) BK
1,000,00009 A" 2 &I Ak e - 1T R (B AR
0.4656# 7T o & A 7 48 1F {a] B AR 1 B 2
I T T Z F#ITARITE KRG
A0t FERRESE B4 2£1,000,0001
F#E 80,0001 MITEEAEFRS5.82
BT ZEEREER_ZT=F=A
+ A%k

ItEREEZME (TREBRENS) N
FT3HE:

On 8 February 2000, 1,000,000 share options of the Company were granted to
an employee of the five highest, not being a director of the Company, at an
exercise price of HK$0.4656 per share. No share option was exercised during the
year. Following the bonus issue and the consolidation of shares in 2002, the
number of share options was adjusted from an aggregate of 1,000,000 to 80,000
at an exercise price of HK$5.82 per share. These share options were lapsed on 7
February 2003.

Emoluments of these employees, excluding the share option benefits, were
within the following bands:

Number of employee(s)

EEAY
2003 2002
—E¥=F —TEF
1,000,001 7 — 1,500,000 7T HK$1,000,001 - HK$ 1,500,000 2 2
1,500,001 7t — 2,000,000 7T HK$1,500,001 — HK$2,000,000 1 -
2,000,001 7T —2,500,0005% 7T HK$2,000,001 - HK$2,500,000 - 1
BRI BIRR (ii) Retirement benefit scheme contributions

2003 2002
—ET=HF T F
HK$'000 HK$'000
FHET FHT
(restated)
(&B5))

MAKE 2z ERHARTEIZA 2 Retirement benefit scheme contributions to
IRIRTE A ET B R the Group’s defined contribution scheme 1,718 692
BRI R Less: Forfeited contributions (241) -
1,477 692

MALEZ BB Retirement benefit scheme contributions to
ZRRAE R T &I 4R the Group’s defined benefit scheme 4,924 3,868
6,401 4,560




EEm -
e — &

(i)

BB EIfR—&

SE R RETE
AEEBTETHBARARBOEER
R —BRAEME B ZAFEZE
ERASEZEENREA XLEFRA
BIYRFEAREG 2 EER-

BRERME ZRRBHE BRI A
SEZHBRAUBEZLEAERES
X ZHF-HEENEEREREH
W2 AR & ARBANENZ
HFORER B8 Mz K

RREER W4 AREBR M EIMmE
7R MR L S BRRT R A SRR
REFRMAUR(ZFT_F ) -

—EETESF AR AEEREH
NEBZMEEEREREZ2EBHIER
e ([BEE])FE -8R BERN
Bz BERFBIRAENEAEARE
RRESFEROEE L X BES
sHEIfEH 2 #ER e

EHERIE B
AEEETETHEARNRY —HAM
B2 2 REFIE 8o it BTy IR 4
08 1R B RS M 2 SRR KRR (B
CETCES OVENY T ENE
HRER21 R FAREE TIRES N E
8

RIEAERIBEMER=FRE 8
B R ETEE M Z E30 R
BERPMG-REBEZTE BE—BR
FESHANF R T FREATBRAS 2R
BESZERKEN T REFTL21.67%
Z2.50% 2 M- ANEE W AR E IR
REBRER R Z B EEREEE
REBENARRENR -_TT_6F—
A—HABEZEKEMick O'Loan’t
EET YER-ZTEE=FA=1+A
BEHUEETEHRARET - HWEEL
REAXEZBIRDABREDRER
Fe BRARSERSZEMEERTEZ

Bie

FrAZEZRERRMOT:

BRI
BHZ BB ED R
EHRZHLTHE
RRZBRINETHE

7.

PROFIT FROM OPERATIONS - Continued
Notes: - Continued

(ii) Retirement benefit scheme contributions - Continued

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.

At the balance sheet date, there were no forfeited contributions which arose
upon employees leaving the scheme and which are available to reduce the
contributions payable in the future years (2002: nil).

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.

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

—E¥F=HF —RE-F

Discount rate 5.25% 5.75%
Expected return on scheme assets 6.63% 6.76%
Expected rate of salary increase 3.50% 4.25%
Future pension increases 2.50% 2.75%
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7.

EEm -
e — &

(i)

BARERGEIMR &
EEBAEE &
EHME_TT=FX A=1TRAZEHER
BEFR FHE 2 EETEAR159,303,000
BIL(ZZZT-4:161,483,000/87T) °
MzEEEZREBERREESER
259% (ZZT=F:69%) - AEH
4,289,000/ T 2 fE R EE  BIARHERIEE
BERFESRTEEEATFEZ10%K
EEBAREBREZ10% (ARSE A%)
ZEE NEBIES 2B RSREE
B (A10F fh5T) REE-

PEBBAMENRFAENGEBERTHE
RZEBWMT:

7. PROFIT FROM OPERATIONS - Continued

Notes: — Continued

(i) Retirement benefit scheme contributions - 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.

Amounts recognised in the consolidated income statement in respect of the

defined benefit pension scheme are as follows:

2003 2002

—ET=E —TT-F

HK$'000 HK$’'000

FHET FHT

BITRRFE A AR Current service cost 4,924 3,868
BB A Interest cost - 11,757
TEH 2 5T 8 & E B3R Expected return on scheme assets - (12,354)
REEEFRE Net actuarial losses - 66,472
4,924 69,743

AFEXHEFA—RRITHAX-

B A 5= B 2 TE B MR R AT & A I A
EZEBEHABEARR SAMT:

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
—ET=E —TTF
HK$'000 HK$'000
FHET FATT
EIEEZARE Fair value of scheme assets 159,303 161,483
EEEAEZRE Present value of funded obligations (268,562) (233,362)
RERZ IEHEE Unrecognised actuarial losses 31,145 -
(78,114) (71,879)

MEFEz8BFREHMT: Movements in the net liability in the both years were as follows:
2003 2002
—ET=HF T F
HK$’'000 HK$'000
FHET FAT
F4 At beginning of the year (71,879) (5,573)
ERAE Currency realignment (6,487) (467)
EiRE BmRNBR 238 Amount charged to the consolidated income statement (4,924) (69,743)
R Contributions 5,176 3,904
FiE At end of the year (78,114) (71,879)




MIRAF

8. FINANCE COSTS

2003 2002
—TB=F —TT
HK$’000 HK$'000
FHET FET
RITREMEEZFS: Interest on bank and other borrowings
—REFRNBHEE — wholly repayable within five years 26,935 28,050
—BARAFATHER - not wholly repayable within five years 190 227
MEMEZHMBER Finance charges on finance leases 210 324
A ARR & 2 BT AN Issue costs of convertible bonds - 2,470
27,335 31,071
Bl 9. TAXATION
2003 2002
—TB=F —TTZ
HK$'000 HK$'000
FHET FHET
BIEX KB E: The charge comprises:
BENEHR Hong Kong Profits Tax
—KEFE - current year 806 94
—BEFEZTRERE — underprovision in prior years - 374
Hith @AM = 718 Taxation in other jurisdictions 475 (44)
1,281 424
RIERE (Fi3E29) Deferred taxation (note 29) 148 3
1,429 427

EEFEBHRIARE BB 2 Bt ERT
BWHIE17.5% (ZTT=F:16%) 275
REHE o H A M [ B I8 JH IR B 7
RS B RA 2R E

BB R REZ RE SRS BRI D 4
FBEIE s BB REL TRIERE BB MR
FHMBEF SRR EA FEBE
ZHBEe

REFIRTEHIAZ FIEHRMFE29 -

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.
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10. B8 10. DIVIDENDS
2003 2002
—EBE=HF —TT-F
HK$’000 HK$'000
FHET FET
AR B 7 R 2 # R Final dividend proposed in scrip form equivalent to
RNEARR BARE R EAR2.61U 2.6 cents (2002: 2.5 cents) per share,
(ZZZ=F:2.50l) with a cash option
AEERe 17,272 14,245
AR EF NI 28R E Interim dividend paid in scrip
*E%ﬁAtHﬂ 611l form equivalent to 1.6 cents
(ZZZT=4:0.0625l) - (2002: 0.0625 cents) per share, with a cash option
AEERe 10,089 8,893
FEEZTRER Underprovision in prior year 243 241
27,604 23,379
ZEE=FEHRERPRE RN The proposed final dividend for 2003 is based on 664,300,351 shares in
T=ZFRNA=ZFTHZEETRG issue at 30 June 2003.
6

11.

BiRER 11. EARNINGS PER SHARE
BERREEETREBNZFE TR T The calculation of the basic and diluted earnings per share is based on the
BEEE: following data:
2003 2002
—BE=F —ET_F
HK$’000 HK$'000
FHET FET
(restated)
(E31)
N EERGRAN 2 BT Earnings for the purpose of calculating basic
earnings per share 191,247 133,040
TRRBEERETE: Effect of dilutive potential ordinary shares:
AR ER 2 A Interest on convertible bonds 761 103
AGHE &8 Bz B Earnings for the purpose of calculating diluted
earnings per share 192,008 133,143

Number of shares (In '000)

BB E (LT
2003 2002
—B%=x BT
At EERGR BT 2 i Weighted average number of shares for the purpose
FHRMHEE of calculating basic earnings per share 608,256 530,919
TR BEHEYE Effect of dilutive potential ordinary shares
AR E Convertible bonds 43,361 3,646
R E Warrants 1,281 2,813
R Options - 459
44,642 6,918
et BB R AN 2 i Weighted average number of shares for the purpose
FHRMHEE of calculating diluted earnings per share 652,898 537,837
BEEERERN Diluted earnings per share 29.41 cents#fll 24.76 centsi&{ll

BEFEZBRAND R AEEIRE Y
E AR AR IRE KA BER 2 ZE)ify

Dﬂﬁko

retirement benefit costs.

The earnings per share for the previous year has been adjusted to reflect
the retrospective application of the changes in the Group’s policy for



12. W% BERE 12. PROPERTY, PLANT AND EQUIPMENT
Plant and
machinery
and tele- Furniture
Land and communications and Motor
buildings networks fixtures vehicles Total
T REF RER#E HHRRRE RE @zt
RERBER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER THET TET TET TET
X£E THE GROUP
BAE cosT
RZZE-F+H—H At 1 July 2002 58,109 975,477 15,463 12,474 1,061,523
ERHE Currency realignment 1,501 24,564 - - 26,065
NE Additions - 6,236 58 - 6,294
HE Disposals - (9,265) (26) - (9,291)
BARE Transferred to inventories = (6) - = (6)
RZZZE=FxA=1tH At30June 2003 59,610 997,006 15,495 12,474 1,084,585
il DEPRECIATION
RZZZ-F+H—H At 1 July 2002 14,651 862,580 14,365 11,018 902,614
ERHE Currency realignment 308 19,357 - - 19,665
FREE Provided for the year 1,818 74,825 398 637 77,678
& #BR Eliminated on disposals - (9,020) (22) - (9,042)
RZZE=F A=1H  At30June 2003 16,777 947,742 14,741 11,655 990,915
MREFE NET BOOK VALUES
RZZTZE=FxA=1tH At30June 2003 42,833 49,264 754 819 93,670
RZZTZEZFXA=1tH At 30June 2002 43,458 112,897 1,098 1,456 158,909
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12. ¥ -BERRE & 12. PROPERTY, PLANT AND EQUIPMENT - Continued
THE GROUP
AEE
2003 2002
—ET=F T F
HK$’000 HK$'000
FHET FAT
REBZMERZKEFERTE:  The net book values of the Group’s property
interests comprise:
REBAIMERIFE 2 Freehold properties held outside Hong Kong 14,671 13,917
KA EREMEZL Y Leasehold properties:
REBRBZEZNYE Held in Hong Kong
—RERH - long leases 19,273 20,345
— R ER22 4 - medium term leases 3,509 3,653
REBIMERIFE Z24%W%  Held outside Hong Kong
—RERH - long leases 1,160 1,110
— R EREZAY — medium term leases 4,220 4,433
42,833 43,458
RREHEREZMERKES Net book value of plant and machinery and
B 2 REFE telecommunications networks held under
finance leases 1,021 1,978
SENKERERABERM The Group leases equipment to customers on
FERFE AMBEMZEmFE operating leases terms. The net book value of
EBEEMRE #e3 REA such equipment, which is included in plant and
MEEA A HNWT: machinery and telecommunications networks,
is as follows:
B EEM (R AE) Customer equipment at cost 112,917 99,035
e RETHTE Less: Accumulated depreciation 100,729 80,893
BREDFE Net book value 12,188 18,142

AEEBR-_ZEE=FXA=+HEETF
E/49,524,0008 T (ZTT —4:
8,952,000/ C) 2 & T T RIEFEE
BRI EAAEEREBZIETRE
ZHER-

At 30 June 2003, certain land and buildings of the Group with a net book
value of HK$9,524,000 (2002: HK$8,952,000) were pledged to a bank as
security for banking facilities granted to the Group.



13. RFE XL

13. SYSTEMS AND NETWORKS

THE GROUP
AEE
2003 2002
—ET=F T F
HK$’000 HK$'000

FHET FHT
RRAE COST
F¥) At beginning of the year 808,676 670,717
NE Additions 212,552 73,644
Re BN Transferred from deposits 409,293 259,253
BABMIER Transferred to telecommunications projects - (191,413)
€7 Werite-off - (3,525)
F# At end of the year 1,430,521 808,676
e AMORTISATION
F¥) At beginning of the year 39,641 1,531
REEEE Provided for the year 128,015 39,520
55 W B Eliminated on write-off - (1,410)
FHE At end of the year 167,656 39,641
AREFE NET BOOK VALUE
Fia At end of the year 1,262,865 769,035
BRPZZGLEERZ Net book value of systems and networks

BREVEE under development 538,641 427,990

ARG RBRBERLRAERE LN
REAMBEARRBE Z B EREKAE-
AEEZ R MAAKIRER R B RS
EERAPRFZAFREST RS /T
FF A

Systems and networks include all direct costs incurred in the setting up and
development of internet based knowledge systems and networks. The
Group’s systems and networks are amortised over the estimated economic
useful lives of the projects from the date of commencement of commercial
operations subject to a maximum of five years.
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B R o Bt
For the year ended 30 June 2003
HE_ZZ=FA=THLFE

14. HBABZIRE

14. INVESTMENTS IN SUBSIDIARIES

THE COMPANY

F. 3|

2003 2002
—ET=HE —TT=F
HK$'000 HK$'000
FHET FHT

NEE LT IRH Listed shares in Hong Kong
—BKAE — at cost 98,949 98,949

FE LR G Unlisted shares

—RERHEE - at carrying value 107,947 107,947
— B AE — at cost 10 10
RETB AR ZIEE Investments in subsidiaries 206,906 206,906
Rk pzmE Market value of listed shares 90,312 99,534

SE LR 2 BREE T AR R B E AR
HEMBARKAREKEEASMHEA
AZEHMEEFEREL-

ARABEEMBARN -_ZEZT=FNX
A=1BZFBEHNMEL -

15. EFHEBEHEZ#E

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.

Details of the Company'’s principal subsidiaries at 30 June 2003 are set out
in note 41.

15. INTEREST IN E-COMMERCE PROJECTS

THE GROUP
AKHE
2003 2002
—ET=F —TT=F
HK$'000 HK$'000
FHET FET
BFRHEEA ZELMIRE: Unlisted investments in e-commerce projects:
—RE @R - with guaranteed return 334,505 -
— HAt — others 55,994 631,036
390,499 631,036

AEBECBE=FFIHH NRER
ETHEZHEB WUEHEIANNE
204 Bl AERE A RIR S HILE AR
ZWAFRE 2 BB A RS K e

46

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.



15. EFHBEEBZ#E &

15. INTEREST IN E-COMMERCE PROJECTS - Continued

(a) REDEH (a) With guaranteed return
THE GROUP
F&EE
2003 2002
—TT=HE —TT=F
HK$’000 HK$'000
FHET FHBT
IEETIRE A Unlisted investments, at cost 426,166 -
BB REEE Impairment losses recognised (91,661) -
334,505 -

RAFER AEEBERBET
{E#49426,166,0008 T2 & TEF
HMEBEB 2 EREETERIEER
AR EARR NEBEEESILT
EREERARIZETRAEZ-
REBEEHZ G ASEEL
HNETBESHE HBEALRIA
DML REERER (RET
HBIEE 2 REWRADE AT
m) -REAKEZEERE FA
B EEeEBERAFHEAS
F 4 5 HURER

FRARBEZTCARRTTS
B WRERIREE MG RA
REBEE FURHNEFHER
Bzas RAE-EZREFH
BEHA RSB EREER
91,661,000 (Z T —4:
) WH2EREZ AFEEMGE
M BERE AmERRERR.
BEERA LKk EZHBEER
PHREREREE

During the year, the Group assigned the interest in certain e-commerce
projects with an aggregate carrying value of approximately
HK$426,166,000 to various investment holding companies and in return
obtained equity interests in these investment holding companies.
Under the term 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 impairment losses of
HK$91,661,000 (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.
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HE_ZZ=FA=THLFE

40,310,000 TR/ E =& T
EHNBRM{E6,587,000/8 T2

AETETHERE 2

16. EfIIEE Z2#EE

16. INTEREST IN TELECOMMUNICATIONS PROJECTS

15. EFHEBEEEZ#E & 15. INTEREST IN E-COMMERCE PROJECTS - Continued
(b) Hfth (b) Others
THE GROUP
AKHE
2003 2002
—ET=F T F
HK$'000 HK$'000
FHET FHT
5% COST
F5 At beginning of the year 884,353 820,144
ReEH Transferred from deposits - 166,315
BAZRERFR®R 2 Transferred to interest in e-commerce projects
ErEmEREBER with guaranteed return (821,772) -
e Disposals (6,587) (102,106)
FiE At end of the year 55,994 884,353
e AMORTISATION
F5 At beginning of the year 253,317 112,570
REFREE Provided for the year 142,289 170,778
REBEARERERR 2 Eliminated upon transfer to interest in e-commerce
EFRHEEEEREBEE projects with guaranteed return (395,606) -
o 65 B 8 Eliminated on disposals - (30,031)
FiE At end of the year - 253,317
BRTF{E NET BOOK VALUE 55,994 631,036
RAFEAN AEBUALRE 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
A%RE

2003 2002

—TB=F —TTZ
HK$’000 HK$'000
FHER FHET

BHAIEE 2 LTRE: Unlisted investments in telecommunications projects:

— RFE B — with guaranteed return 360,202 -
— HAt — others - 483,214
360,202 483,214

AEBECBRE=FFIHH WRER
BRAIMEE 2 BHIAR L EHEZ
BHMASEE IR AREAER
BiithEERNRELEN 2 HEB D
te (B REfERR B A B ER D K

The Group has entered into agreements with third parties to invest in
telecommunications projects outside Hong Kong. These agreements have
contract terms of 5 to 13 years over which the Group has the right to
receive distributions based on an agreed percentage of the operating
profit which varies from project to project during the lives of the above
agreements.



16. EfIEE Z2#EH &

16. INTEREST IN TELECOMMUNICATIONS PROJECTS - Continued

(a) REDEH (a) With guaranteed return
THE GROUP
F&EE
2003 2002
—TT=HE —TT=F
HK$’000 HK$'000
THERT FHBT
FEETHRE BRR Unlisted investments, at cost 395,176 -
BEHRRZAEER Impairment losses recognised (34,974) -
360,202 -

RAFER AEEBERBET
{E#9395,176,000/8 T2 B EH
ZRDEETEZREEERAR
ERB®R ARECEEHEIRE
ERARZETRAER RIESE
B 2 R AL E DA UWER
BESE HETNPORKRAS (L
rREESER (REMEEZ
REWA D E 1 ATil) - ARIEA S
ErEEHE FALNR BESE
ERAESFHEREEFEH B
ERe

FRNARBDERCEARRITTS
B U2ERREEZUBEE
REBEE FARKENRE 2
Bz REE-EEREAEE 2
RBIEMER1E34,974,000/8
T(CEZ-F\) W2 ERE
ZAFEERGT MLSECR
MERNERR -EER A ik
EZHBEEROASNERR
Heo

During the year, the Group assigned the interest in
telecommunications projects with an aggregate carrying value of
approximately HK$395,176,000 to various investment holding
companies and in return obtained equity interests in these investment
holding companies. Under the term 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 telecommunications projects. The pre-determined sums will be
received for a period of 4 to 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 telecommunications projects in light of the
current market condition with reference to the financial results and
business operated by the investees. The directors identified impairment
losses of HK$34,974,000 (2002: nil) on the interest in
telecommunications 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.
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HE_ZZ=FA=THLFE

16. EFflIEE Z2#EE &

16. INTEREST IN TELECOMMUNICATIONS PROJECTS - Continued

(b) Hith (b) Others
THE GROUP
AKHE
2003 2002
—ET=F T F
HK$'000 HK$'000
FHET FHT
5% COST
F1)) At beginning of the year 1,033,305 756,293
NE Additions - 70,363
AR RBEET Transferred from systems and networks - 191,413
birscrecidunt Transferred from deposits - 15,500
BARERBOR 2 EA Transferred to telecommunications projects
HE R with guaranteed return (999,674) -
A& HE Withdrawal from the investment (33,631) -
34 Write-off - (264)
FiE At end of the year - 1,033,305
e AMORTISATION
F5 At beginning of the year 550,091 446,680
NEE R Provided for the year 54,407 103,411
REBEARERERR 2 Eliminated upon transfer to interest in
BAIEE R R telecommunications projects with
guaranteed return (604,498) -
FiE At end of the year - 550,091
REFE NET BOOK VALUE - 483,214




17. EHRE

17. INVESTMENTS IN SECURITIES

Investment Other
securities investment Total
BEES Hihig & EEE ]
2003 2002 2003 2002 2003 2002
BT _—TT-F CZBT=HF —TT_F CZBT=EFE _—TT_F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TFHET FET TFHET FHET TFHET FHET
XEE THE GROUP
JE TR ARFE 5 Unlisted equity
securities 194,633 126,958 - 2 194,633 126,960
ABERENSTZ Carrying value of
BAREREE: investments in
securities analysed
for reporting
purposes as:
wE Current - - - 2 - 2
ERB Non-current 194,633 126,958 - - 194,633 126,958
194,633 126,958 - 2 194,633 126,960
EATF THE COMPANY
FE L THIRANE 5 Unlisted equity
securities 186,960 118,560 - - 186,960 118,560
RERBBI G Carrying value of
EMBZEFRE investments in
AREE securities analysed
for reporting
purposes as
non-current 186,960 118,560 - - 186,960 118,560
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For the year ended 30 June 2003
HE_ZZ=FA=THLFE

18. REFE AT Z R

19.

18. INTEREST IN AN ASSOCIATE

THE GROUP THE COMPANY
XKH AAT

2003 2002 2003 2002
—ET=HE T _F —EE=F —TT=F
HK$'000 HK$’'000 HK$’'000 HK$'000
FHET Tt THET FHET
FE LRk iR A(E Unlisted shares, at cost - - 284,000 284,000
EEEEFE Share of net assets - - - -
- - 284,000 284,000
FE U & A R FRIE Amount due from an associate 46,500 46,500 46,500 46,500
46,500 46,500 330,500 330,500

FE B ' N R SRR R R IEAR - 2 B R
BEEEFH-EERR ZEFETEN
FEBRER —FAEE Bt ZE5H
FIASERBBE-

K-TT=EAR=1A AREZH
BATHEDT

Name of company
AT &

Project Technology Limited

=&
BERLATREENZZSE:

The amount due from an associate is unsecured, interest free and has no
fixed repayment terms. In the opinion of the directors, the amount will not
be repaid within one year from the balance sheet date. Accordingly, the
amount is shown as a non-current asset.

Particulars of the Group’s associate at 30 June 2003 are as follows:

Proportion of
nominal value of

Place of issued capital directly
incorporation held by the Company Principal activities
AATEERST
& 1M % 3L 3t B ZEHTRAEELLH EEEHR
British Virgin Islands 40% Provision of e-commerce
REHBARHES services
REEFEHERE
19. DEPOSITS

Deposits were paid in connection with projects relating to the following:

THE GROUP THE COMPANY
AKE AATF

2003 2002 2003 2002
—ET=F —TT-F —ET=F ZTTF
HK$'000 HK$'000 HK$'000 HK$'000
FHERT FET TFHET FET
R R Systems and networks 279,240 409,293 - -
BIER Telecommunications projects 117,000 - 117,000 -
RGeS Internet operations - 130,800 - 111,425
396,240 540,093 117,000 111,425




20. 78

21.

20. INVENTORIES

THE GROUP
XKH

2003 2002
—ET=HE ZTT=F
HK$’'000 HK$'000
FHET FHBT
=R Raw materials 17,041 27,337
E& Work in progress 4,739 3,930
R Finished goods 13,434 18,469
35,214 49,736
BRAEN T Stated at cost 32,651 46,545
RERFEYE Stated at net realisable value 2,563 3,191
35,214 49,736

FEWEE 5 & H {th AR =X
R-ZEZE=FA=1+H ERESR
H AR 2 &5 £15634,098,0007%
T (ZZZT —%:314,494,000/87T) 2
FEWE SRR BIRE SERANERE B
HZRRAITIT:

21. TRADE AND OTHER RECEIVABLES
At 30 June 2003, the balance of trade and other receivables included trade
receivables of HK$634,098,000 (2002: HK$314,494,000). The aged analysis
of trade receivables at the reporting date is as follows:

THE GROUP
AKE

2003 2002
—ET=F —TT=F
HK$’'000 HK$'000
FHERT FHET
0—60H 0 - 60 days 278,958 258,668
61—90H 61— 90 days 79,454 31,308
91—180H 91 - 180 days 246,056 11,414
>180H > 180 days 29,630 13,104
634,098 314,494

AEEETHBRLESEPEERR-
REEEERE REKERIIED 17
AREBRTIHERMEA TI0E180H 2
EE8-

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 30 to 180 days.
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HE_ZZ=FA=THLFE

22.

23.

24.

BRRITEERES 22. DEPOSITS, BANK BALANCES AND CASH
THE GROUP THE COMPANY
X&EH AAT
2003 2002 2003 2002
—BE=F —EE-F —EE=F T _F
HK$’000 HK$’'000 HK$'000 HK$'000
FHET FHET FHET FHET
BREER Interest bearing deposits 559,896 586,073 - 37,304
BITHETRES Bank balances and cash 13,246 39,928 2,968 9,155
573,142 626,001 2,968 46,459
FERE SR EMARR 23. TRADE AND OTHER PAYABLES

R-EE=FNA=1H ENEBZ R
EAbBRIR 2 &84 21513,063,00075 T
(=TT —%:21,237,000/87T) 2 &t
BHEN ENESERRREBH
BREE AT :

At 30 June 2003, the balance of trade and other payables included trade
payables of HK$13,063,000 (2002: HK$21,237,000). The aged analysis of
trade payables at the reporting date is as follows:

THE GROUP
AKE
2003 2002
—EE=F e S S
HK$'000 HK$'000
FHET FHT
0—-60H 0 - 60 days 2,994 13,934
61—90H 61— 90 days 3,996 2,576
91—180H 91 - 180 days 3,406 3,754
>180H > 180 days 2,667 973
13,063 21,237
RERE 24. WARRANTY PROVISION
THE GROUP
AKHE
2003 2002
—EE=F e S S
HK$'000 HK$'000
FHET FHT
£ At beginning of the year 1,959 1,669
E A Currency realignment 244 217
FRNERE Provided during the year 2,318 3,588
FAEBHA Utilised during the year (2,463) (3,515)
FHE At end of the year 2,058 1,959

RERBEEEBEZRBELREENR
HAEREERZBEHE RIELEK
mis T 212 ARENMYAEER(E
e 2 =T

The warranty provision represents the management’s best estimate of the
Group’s liability under 12 month warranties granted on manufactured
products, based on prior experience and industry average for defective
products.



25. RITHEE

25. BANK BORROWINGS

THE GROUP THE COMPANY
A%RE AT
2003 2002 2003 2002
—Be=F —TT-F —¥T=F —ET-F
HK$’000 HK$'000 HK$’000 HK$'000
FHERT FHET FHT FHET
RITIEEBIEUTSEE:  Bank borrowings comprise the
following:
BITER Bank loans 261,991 160,000 160,000 160,000
ERBBERERNER Trust receipts and import loans 141,846 133,735 - -
RITHEX Bank overdrafts 83,197 135,627 - -
RIBE R Mortgage loan 3,257 3,463 - -
490,291 432,825 160,000 160,000

BRERAEE LA ZEHRBRITEER
3,411,0008 (=22 =&
11,052,000 L) ' EAAEEURR
SH{E /59,524,000 (ZET 4
8,952,000/ 7T ) ~ T RIEF/EE R

Included in the Group’s balance 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).

THE GROUP THE COMPANY
AKE AT
2003 2002 2003 2002
—TB=F —TT_-F ZRT=F —TTZ
HK$'000 HK$'000 HK$’'000 HK$'000
FHET F&T TFHET FHET
BRBATMBMEGTRZ Bank borrowings bear interest at
RITEEZBRD prevailing market rates and
Ul are repayable as follows:
BEHME—FA On demand or within one year 322,384 323,164 - 53,333
—EMER Between one to two years 165,757 107,162 160,000 106,667
MERFA Between two to five years 1,911 1,664 - -
RAFE Over five years 239 835 - -
490,291 432,825 160,000 160,000
B —FNEEBIEE  Less: Amount due within one year
mREBEEZ2HE under current liabilities (322,384) (323,164) - (53,333)
—FRIAzeHE Amount due after one year 167,907 109,661 160,000 106,667

—EE=F=A=+—0 KQF
V—IEREARE TER ST _FiR
B ERME 2 SR NEE 2 B EET
BRELTH - REBREGE BRERE
E2_TENFEXA=THILFEEEHZ
E35%160,000,000/8 TR AR T TN
FRA=+TBEEEE-Bit 2R Lt
EBRHAME A£%160,000,000/8 T2
BEREFTAR—FRBIE 2 KB

Kb %

On 31 March 2003, the Company entered into an agreement to refinance
certain borrowings which were drawn down in 2002 and repayable over a
period of two years. Under the refinancing agreement, the loans of
HK$160 million originally due in the year ending 30 June 2004 will now be
repayable after 30 June 2004. As a result, for the purpose of presentation
in the repayment schedule set out above, the loans of HK$160 million were
included in the amount due after one year.
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HE_ZZ=FA=THLFE

26.

27.

HipEE 26. OTHER BORROWINGS
THE GROUP
AEE
2003 2002
—ET=F T F
HK$’000 HK$'000
FHET FAT
HiEERARTMER The other borrowings represent block discounting
HRFEBMT loans and are payable as follows:
—FR Within one year 8,191 11,481
—EMER Between one to two years 6,893 9,375
MERFA Between two to five years 6,459 8,604
RAF% Over five years 253 595
21,796 30,055
B —FNAERI I E Less: Amount due within one year shown under
B EME 2 HIA current liabilities (8,191) (11,481)
—FREEZFIE Amount due after one year 13,605 18,574
RIE A ERE 27. OBLIGATIONS UNDER FINANCE LEASES
THE GROUP
AEH
Present value of
Minimum minimum
lease payments lease payments
HEREMARE HERRMNRBEZHNEE
2003 2002 2003 2002
—ET=F —EREF —EBE=F T F
HK$°000 HK$’'000 HK$'000 HK$'000
FHET F&T TFHET FET
BIERERERATER  Amount payable under
Bz &58: finance leases:
—fR Within one year 623 1,098 519 908
—EMFEA Between one to two years 222 679 189 567
MERFA Between two to five years 148 198 145 192
9293 1,975 853 1,667
B BT 7% & A Less: Finance charges (140) (308) - -
HEAERRGEER Present value of lease obligations 853 1,667 853 1,667
B —F AR BN S 1 Less: Amount due within one year
RBAGBZ R shown under current liabilities (519) (908)
—FRIAzHE Amount due after one year 334 759




27.

28.

AIEHERE &
AEBECFUBMERE UBAEET
e HERBMAS - REHEFHSA
—FERFRAE MEBRFEHEEXRS
9.1ME (ZTT=4:9.34F) -FXKERH
AR ET - He NIRETEREE
B BYERKARAES HBRT LW
ZHEe

27. 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.

iR ES 28. CONVERTIBLE BONDS
THE GROUP
AND THE COMPANY
FEEREAT
2003 2002
—ET=F —TT=
Us$'000 US$'000
FER FEx
ERERR Balance at beginning of the year 8,000 -
FREEITZ15ETRRES 1.5% convertible bonds issued during the year - 8,000
FARHB Converted during the year (2,500) -
FrREES Balance at end of the year 5,500 8,000
HK$’000 HK$'000
FHET FET
BBURE TR & 5 Amount shown in the financial statements 42,888 62,386

R-ZBEE-_FRA-_+=-B XQFE
RRBARAAETR_ZSTAHEE
H N4 44582 %24,000,0005 T2 1.5
ErT#BES ([T R ES]) BB
F=F([BFHBALD) Tz ([R
BEtpesl) MR ES 2 E KRBT

(a) MAEERNSRZAIMBESAZ
BHFERBEAZER B RREAS
BEITRARE_ZTRFAA -+
B (AT Es 28— E258)
HR A EAERE ZBER RN RN
EREBEHA30EEELE XA
ZEBRFHRTEZ125% 2 B
(TR (TBAELBRE]) %X
ERARNABRBEFHEAZITRE
BAAI0EE A L % B IR B
A AMER 2 EFAREESRKT
BFHE8294% 2 ER ([F8H
BE]) 2BHFBH LB AERRF]
SRREEC. BT ZMN  EEIE K
BERFHLREME G TFER
LN S A =

(b) FIHAREZTYIRFEME15E B
MAMETIREBERARTZAEF
FREX AT

On 22 May 2002, the Company entered into a subscription agreement (the
“Subscription Agreement”) with an independent third party (the
“Bondholder”) for the subscription of an aggregate principal amount of up
to US$24,000,000 1.5% convertible bonds due 2005 (the “Convertible
Bonds”) issued by the Company. The principal terms of the Convertible
Bonds are as follows:

(a) The outstanding principal amount of the Convertible Bonds may be
converted at the option of the Bondholders in whole or in part into
shares of HK$0.1 each in the Company at any time from date of issue
of the Convertible Bonds to 21 May 2005, which is one week prior to
the maturity date of the Convertible Bonds, at a price equal to either
125% of the average of the closing prices per share for the 30
consecutive business days immediately prior to the date of conversion,
subject to adjustment (the “Fixed Conversion Price”) or 94% of the
average of any five closing price per share as selected by the
Bondholder during the 30 consecutive business days immediately prior
to the date on which notice of exercise of the bondholder is received
by the Company (the “Floating Conversion Price”), provided that both
the Fixed Conversion Price and the Floating Conversion Price shall not
be less than the par value of the Company’s shares.

(b) The Convertible Bonds bear interest at the rate of 1.5% per annum and
interest will be payable semi-annually in arrears in June and December
in each year.

Champion Technology Holdings Limited Annual Report 2003

57



58

Notes to the
Financial Statements

B R o Bt
For the year ended 30 June 2003
HE_ZZ=FA=THLFE

28.

29.

RIS

() BRIFAMBREZRCNERED 3
BB A RGEH B AR R E S
REEAR AT @ 28RS -

ERRBEHE L — D ARFINE
TESHEAAREN NRRBESR
2.3635B LR Z 54,949,905 AR
AR

RERBERZ BFFEAGEERE
RNRAIRIEE B FE N 1TRESN8,000,000
ELz o BRES MAQAR I ER
FTIEMRE A RIEEHRABETRE
FEHB AREAE % 58,000,000
ELz AR ES ([EHEE]) -

REBEE-_TT-_FXA=+HLEE
KARBBEETBIASBREE
8,000,000 T2 AJ PR EFH R AFE
A+2,500,0003 7T 2 B 1T ] R EH
EIRERNTF0.9212/8TE1.024655
TLAE 2 BI& R AARRAR20,379,317
M EREE. 1T 2D -

28. CONVERTIBLE BONDS - Continued

(c) Unless previously redeemed, converted or purchased and cancelled, the
Convertible Bond will be redeemed at 100% of the principal amount at
maturity.

As part of the Subscription Agreement, the Company also granted to the
Bondholder the right to subscribe for up to 4,949,905 shares in the
Company at a subscription price of HK$2.3635 per share.

Pursuant to the Subscription Agreement, the Bondholder has an option to
require the Company to issue additional Convertible Bonds of US$8,000,000
within a defined period and the Company was also granted an option to
issue and require the Bondholder to subscribe an aggregate principal
amount of Convertible Bonds of US$8,000,000 within a defined period (the
"Bonds Option”).

During the year ended 30 June 2002, the Company issued part of the
Convertible Bonds with an aggregate principal amount of US$8,000,000.
During the current year, US$2,500,000 of the issued Convertible Bonds
were converted into 20,379,317 shares of HK$0.1 each of the Company at a
price ranged from HK$0.9212 to HK$1.0246 per share.

iRE R IE 29. DEFERRED TAXATION
THE GROUP
AEE
2003 2002
—ET=F —TT=
HK$’000 HK$'000
FHET FET
FHHER Balance at beginning of the year 40 37
EH AR Currency realignment 2 -
AFEEEE (FizF9) Movement for the year (note 9) 148 3
FrREES Balance at end of the year 190 40

FAZEHHERRBH M2 R ITE
RREEMBEREATE 2 ZEM
S RBRE-

REEHE B ELER AT AR R 2
B ERBRBRMBIREANZITE
X SR 2 BT R

MR-TEE=FNA=1+H NEFHERX
RADPBRBEZRERBEEFE
4%548,662,0008 L (=TT 4
49,804,000/% L) %7,562,000/% 7T (=
TLT—4:7,996,000/87T) T EEHBE
FSREANKR 2 BESHITEERR
HAEBEMMNR T ERHERAA
RIEETHEB AR 2 RIBEBERSE 2
Z AR AEBEEBZAEBENR
RREIE W EETBRE RERE
EHIBEEFE

REARINEE R RQ RN EEER
B EXNRERR

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 represents 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 and the Company had net unprovided tax asset
of HK$48,662,000 (2002: HK$49,804,000) and HK$7,562,000 (2002:
HK$7,996,000) respectively relating primarily to the timing differences of
the excess of accounting depreciation charged in the financial statements
over depreciation allowances claimed for tax purposes and taxation losses
of the Company and 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 other significant unprovided deferred taxation for the
Company during the year or at the balance sheet date.



30. IB&

30. SHARE CAPITAL

Number
of shares Amount
#8E &%
HK$'000
FAT
BREE 1B ZEERE: Authorised share capital of HK$0.1 each:
RZZTE—F LA —RAZ&EH Balance at 1 July 2001 12,000,000,000 1,200,000
A A3 AN Increase in share capital 18,000,000,000 1,800,000
R-BE-F-A=+AR
—ET=F5A=+BZ46: Balance at 30 June 2002 and 30 June 2003 30,000,000,000 3,000,000
BREE.1EBTZ Issued and fully paid share capital
EBITRYAERA: of HK$0.1 each:
R-ZBT-—F+A—Rz&H Balance at 1 July 2001 5,933,468,857 593,347
T RAR AR FE T AT AR 1D Issue of shares upon exercise of warrants 1,000,950,749 100,095
RATE ST =FRREFH
ik Ealise%) Issue of shares upon exercise of 2003 Warrants 208,928 21
BLAT RO B8 T 31T AR 15 Issue of shares upon bonus issue 6,095,846,970 609,585
BITRMDAMERBAZHFRE Issue of shares as consideration to acquire
ZRE an investment in securities 1,185,600,000 118,560
BIIROURE ST —F
REARR & Issue of shares as 2001 final scrip dividends 13,124,811 1,312
&t & oF Consolidation of shares (13,660,032,192) -
HIRURR 75 Capital reduction - (1,366,003)
BITROURE T -F
A HAAR 2 Issue of shares as 2002 interim scrip dividends 616,761 61
RZZT_FA=1+HK
T FEHA-RAZHER Balance at 30 June 2002 and 1 July 2002 569,784,884 56,978
RBRATBRREHF B TRGD Issue of shares upon conversion of Convertible Bonds 20,379,317 2,038
RITE-_ZZE=FRREE
i #1TAR Issue of shares upon exercise of 2003 Warrants 5,784 -
HITE ST FRREE
BT Issue of shares upon exercise of 2004 Warrants 4,335,649 434
BIIRDIMERB AR SFRE Issue of shares as consideration to acquire
ZRE an investment in securities 57,000,000 5,700
BITROUARE =TT
REARR 2 Issue of shares as 2002 final scrip dividends 6,795,221 680
BIOTROUARE 2T =F
A HAAR 2 Issue of shares as 2003 interim scrip dividends 5,999,496 600
NR-FFE=FA=+HB2Z4%E Balance at 30 June 2003 664,300,351 66,430
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30. SHARE CAPITAL - Continued

During the year, the following changes in the share capital of the Company
took place:

(a) During the year, US$2,500,000 of the issued Convertible Bonds were
converted into 20,379,317 shares of HK$0.1 each of the Company at a
price ranged from HK$0.9212 to HK$1.0246 per share;

(b) During the year, 5,784 shares and 4,335,649 shares of HK$0.1 each
were issued at HK$2.95 and HK$1.1615 per share respectively as a
result of the exercise of 2003 Warrants and 2004 Warrants (as defined
under the section headed “Warrants” below) of the Company by the
warrant holders;

(c) Pursuant to an agreement (the “Agreement”) dated 28 November 2002
entered into between the Company and E-Giga Technology Limited
(“E-Giga"”), an independent third party, the Company acquired from
E-Giga a 15% interest in the issued share capital of 4G1 Inc. at the date
of acquisition. The total consideration for the acquisition of the 15%
interest in 4G1 Inc. was HK$68,400,000, which was satisfied by the
Company'’s issue of 57,000,000 shares of HK$0.1 each at a price of
HK$1.2 per share;

(d) InJanuary 2003, 6,795,221 shares of HK$0.1 each were issued at a price
of HK$1.06 per share upon election by shareholders to receive shares in
the Company in lieu of the 2002 final dividend pursuant to the scrip
dividend scheme as announced on 18 December 2002; and

(e) InJune 2003, 5,999,496 shares of HK$0.1 each were issued at a price of
HK$0.982 per share upon election by shareholders to receive shares in
the Company in lieu of the 2003 interim dividend pursuant to the scrip
dividend scheme as announced on 2 May 2003.

All shares issued rank pari passu with the then existing shares in issue in all
respects.

Warrants

On 6 December 2001, the Company approved a bonus issue of warrants
(“2003 Warrants”) to its shareholders on the basis of one unit of 2003
Warrant for every 5 shares of HK$0.10 each of the Company. A total of
2,843,173,315 units of warrants, conferring rights to subscribe up to
HK$335,494,451 in aggregate for the Company’s shares, were therefore
issued. Each warrant entitled the holder thereof to subscribe in cash at an
initial subscription price of HK$0.118 per share, subject to adjustments.
Following the consolidation of shares in May 2002, the subscription price
was adjusted to HK$2.95. The warrants expired on 6 January 2003.
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30. SHARE CAPITAL - Continued

31.

Warrants - Continued

On 11 December 2002, the Company proposed a bonus issue of new
warrants (“2004 Warrants"”) to subscribe for shares equal to 20% of the
issued number of shares of HK$0.1 each on 30 December 2002 (the “Record
Date”), less 4,949,905 shares if the outstanding subscription right granted
to Credit Suisse First Boston (Hong Kong) Limited to subscribe for a total of
4,949,905 shares at HK$2.3635 per share were not exercised by the Record
Date, to the shareholders of the Company whose names appeared on the
register of members on the Record Date. Pursuant to an ordinary resolution
passed on 7 January 2003, 121,168,814 units of 2004 Warrants were issued
to the shareholders of the Company at an initial subscription price of
HK$1.1615 per share of HK$0.1 each of the Company as a result of the
bonus issue of new warrants.

During the year, 2003 Warrants and 2004 Warrants carrying subscription
rights of HK$17,063 and HK$5,035,856 respectively were issued.

SHARE OPTION SCHEMES

The Company, Kantone Holdings Limited (“Kantone”), a 57% owned
subsidiary of the Company, and DIGITALHONGKONG.COM, a 78% owned
subsidiary of the Company, each has share option schemes under which
eligible persons, including directors of the Company, Kantone,
DIGITALHONGKONG.COM or any of their subsidiaries, may be granted
options to subscribe for shares in the Company, Kantone and
DIGITALHONGKONG.COM respectively.

(i) The Company
On 29 July 1992, the Company adopted a share option scheme (the
"0Old Champion Option Scheme”) which enabled the directors of the
Company to grant options to directors and employees, for the primary
purpose of providing incentives to their employees, to subscribe for
shares in the Company. Under the Old Champion Option Scheme, the
share options granted by the Company were exercisable at any time for
a period as it may be determined by its directors. Options granted were
exercisable within ten years from the date of grants, where the
acceptance date should not be later than 21 days after the date of
offer. The subscription price of the option shares was the higher of the
nominal value of the shares and an amount which was 80% of the
average of the closing prices of the shares on the five trading days
immediately preceding the date of grant of the options. Options
granted under the Old Champion Option Scheme prior to its cessation
which had not been fully exercised remained valid until such time that
such options were fully exercised or has lapsed. The Old Champion
Option Scheme expired on 29 July 2002.
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31. FBiRiERTE - & 31. SHARE OPTION SCHEMES - Continued
(i) FAT-%& (i) The Company - Continued
FARARRABRER BB ERETE A summary of the movements of share options granted by the
MARNREERESKTZERE Company to the directors and employees of the Company under the
ZEBEHNAT Old Champion Option Scheme during the year is as follows:
Share options
RERRE
Outstanding Lapsed Outstanding
Exercise at during at
Name of director Exercisable period price 1.7.2002 the year 30.6.2003
R-BT-F R-BB=HE
tA—H ~A=+H
ESa 1TERA TEfE i K 1T 15 RERRY i K AT 158
HK$
ET
Leo Kan Kin Leung 8.2.2000 to 7.2.2003 5.82 80,000 (80,000) -
AR —ZEETF-_ANHZE
—TT=F-A+H
Lai Yat Kwong 8.2.2000 to 7.2.2003 5.82 80,000 (80,000) -
RAN —EETFE-_ANRZE
—ET=F_"A+H
160,000 (160,000) -
Employees 8.2.2000 to 7.2.2003 5.82 5,040,000 (5,040,000) -
BT —ETTHFE_A/\BE
—TT=F-A+H
5,200,000 (5,200,000) -

On 29 November 2002, the Company adopted a new share option
scheme (the “New Champion Option Scheme”) in order to comply with
the terms of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”). The purpose of the New Champion
Option 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 Company. Under the New Champion
Option Scheme, the directors may grant options to any 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 Company, to subscribe for shares of the Company. The
share option granted by the Company is exercisable at any time for a
period as it may be determined by its directors. 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 Champion Option Scheme
is equal to the higher of (i) the nominal value of the shares; (ii) the
closing price per share as stated in the daily quotation sheet of the
Stock Exchange 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. No share option under the New Champion
Option Scheme was granted by the Company to directors of the
Company since its adoption.
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On 20 December 1996, Kantone adopted the share option scheme (the
"0ld Kantone Option Scheme”). No share option was granted by
Kantone under the Old Kantone Option Scheme since its adoption.

On 29 November 2002, Kantone approved the termination of the Old
Kantone Option Scheme and adopted the new share option scheme
(the “New Kantone Option Scheme”) which will expire on 28
November 2012 in order to comply with the terms of the Listing Rules.
The purpose of the New Kantone Option 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 Kantone.
Under the New Kantone Option Scheme, the directors may grant
options to any eligible persons of Kantone, including directors,
employees, consultants, advisors in respect of business, operation,
management, technology, legal, accounting and financial matters of
Kantone, 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 Kantone, to subscribe for shares in Kantone. 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 Kantone Option 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 Kantone Option Scheme shall not
exceed 10% of the issued share capital of Kantone at the date of
approval of the New Kantone Option 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 Kantone from time to time. The number of shares in respect
of which options may be granted to any one grantee in any 12 months
period is not permitted to exceed 1% of the shares of Kantone in issue
on the last date of such 12-month period, without prior approval from
the Kantone’s shareholders. No share option under the New Kantone
Option Scheme was granted since its adoption.
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31. SHARE OPTION SCHEMES - Continued
(iii) DIGITALHONGKONG.COM

On 27 March 2000, DIGITALHONGKONG.COM adopted a share option
scheme (the “Old DHK Option Scheme”). Under the Old DHK Option
Scheme, options granted by DIGITALHONGKONG.COM are exercisable
at any time during a period as it may be determined by the directors of
DIGITALHONGKONG.COM, which shall be not less than three years and
not more than ten years from the date of issue of the relevant options.
The subscription price of the option shares is the higher of the nominal
value of the shares, the closing price per share on the date of grant
and an amount which is the average of the closing prices of the shares
on the five business days immediately preceding the date of grant of
the options. No share option was granted by DIGITALHONGKONG.COM
since its adoption under the Old DHK Option Scheme.

On 29 November 2002, DIGITALHONGKONG.COM approved the
termination of the Old DHK Option Scheme and adopted a new share
option scheme (the “New DHK Option Scheme") in order to comply
with the terms of the Rules Governing the Listing of Securities on the
Growth Enterprise Market of the Stock Exchange. The purpose of the
New DHK Option 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 DIGITALHONGKONG.COM. Under the
New DHK Option Scheme, the directors may grant options to any
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 DIGITALHONGKONG.COM, to
subscribe for shares of DIGITALHONGKONG.COM. Options granted by
DIGITALHONGKONG.COM are exercisable at any time within ten years
from the date of grant. The subscription price of the option shares is
the higher of (i) the nominal value of the shares; (ii) the closing price of
the shares on the date of grant and (iii) the average closing price of
the shares on the five business days immediately preceding the date of
grant. No share option under the New DHK Option Scheme was
granted by DIGITALHONGKONG.COM since its adoption.
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32. RESERVES

Capital Accu-
Share  Dividend redemption  General Capital  Goodwill Merger Translation  mulated
premium reserve reserve reserve reserve reserve reserve reserve profits Total
RfritE REGE HFRORE R AXGE HERE AftRE BERE Rititd] 48
HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000  HKS$'000  HK$'000  HK$'000  HK$'000  HK$'000
TR TR TR T#x T#x TR T#x T#x T#x TR
X5 THE GROUP
RZFE-FtA-H At 1 July 2001
~ MR - as originally stated 906,503 8,900 50 - 42198 (39,184) 8,358 2,298 1,419,598 1,991,721
—HIER% (Hik2) - prior period adjustment
(note 2) - - - - - - - - (3,176) (3,176)
—&J - as restated 906,503 8,900 50 - 42198 (39,184) 8,358 2,298 1416422 1,988,545
HBRARELZ RS Reserve arising from
capital reduction - - - 1,366,003 - - - - - 1,366,003
RTHIREMETRR Premium arising from
FIEEE 2 issue of shares
-fikARESR - on exercise of warrants 22,640 - - - - - - - - 22,640
—ARARRE - on distribution of
scrip dividends 1,019 - - - - - - - - 1,019
RERNNEH 2 EERE  Exchange difference
FELZELZR arising on translation of
operations outside
Hong Kong - - - - - - - 1,458 - 1,458
BLRBEER Capitalisation of bonus issue (609,585) - - - - - - - - (609,585 )
F-FHBA Capitalisation for a bonus issue
QHIBRBEEER of shares of a subsidiary - - - - 63,297 - - - (63,297) -
REEMF Net profit for the year - - - - - - - - 133,040 133,040
REERE Dividend for the year
-HEEZ P RER - underprovision in prior year - L - - - - - - (241) -
~hHRe - interim - 8,893 - - - - - - (8,893) -
—-KEkS - Final - 14,245 - - - - - - (14,245) -
BIRERS Dividend paid - (15,642) - - - - - - - (15,642)
FIRERH Issue of shares as scrip dividends - 2392) - - - - - - - (2,392)
F At 30 June 2002 and 1 July 2002 320,577 14,245 50 1,366,003 105495  (396,184) 8,358 375% 1,462,786 2,885,086
RT3IRARETRA Premium arising from issue
fiEE 28R of shares
- RRAARES - on conversion of
convertible bonds 17,460 - - - - - - - - 17,460
-FREAESREL - s consideration to acquire
f an investment in securities 62,700 - - - - - - - - 62,700
~fifE AR - on exercise of warrants 4,618 - - - - - - - - 4,618
—ARARRE - on distribution of
scrip dividends 11,815 - - - - - - - - 11,815
REBUNEK2EERE  Exchange difference arising on
fEEZELZR translation of operations
outside Hong Kong - - - - - - - (4,015) - (4,015)
REEHA Net profit for the year - - - - - - - - 191,247 191,247
REERE Dividend for the year
- HEEZ P RER - underprovision in prior year - U3 - - - - - - (243) -
-hH#RE - interim - 10,089 - - - - - - (10,089) -
~RHRE - final - 17,212 - - - - - - (17,212) -
BiRERE Dividend paid - (11,482) - - - - - - - (11,482)
BAIRERG Issue of shares as scrip dividends - (13,095) - - - - - - - (13,095)
R=§F=%5A=+E At 30 June 2003 417,170 17,212 50 1,366,003 105,495  (396,184) 8,358 (259) 1,626,429 3,144,334
ERNIVNG] AR Attributable to:
AREREMBAR The Company and
its subsidiaries 417,170 17,212 50 1,366,003 105495  (396,184) 8,358 (259) 1,626,429 3,144,334
BERT An associate - - - - - - - - - -
47,170 17,212 50 1,366,003 105495  (396,184) 8,358 (259) 1,626,429 3,144,334

65
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32. RtE-—&
ARFRANERZ —REBBEHRARD

32. RESERVES - Continued
The general reserve of the Company and the Group represents the reserve

66

AR5 T2 ROEE (R -_TF -
FIRERMEE.1NETZ BB E25K
BHA—BRENETZBRHEHE) M
EEZRE FRAR-ZT_FIHAK
RABRBRARZ B2.48T°

AEBZAHRBEN NN _FET]T
SEEMAMEL ZHE-

AEBZBEABRERZBAAR R
BRrz R BMBIEEAR 2T &
TZMBRRZABMEEZ S8

arising from the reduction of the nominal amount of the shares of the
Company (after the consolidation of shares of 25 ordinary shares of HK$0.1
each into 1 share in 2002) of HK$2.5 each by cancelling the paid up capital
to the extent of HK$2.4 on each share of the Company in 2002.

The Group’s merger reserve represents the reserve arising from the group
reorganisation in 1992.

The Group's capital reserve represents the amount arising from a bonus
issue of shares of a subsidiary of the Company by way of capitalising the
subsidiary’s accumulated profits.

Capital
Share Dividend General redemption Special Accumulated
premium reserve reserve reserve reserve profits Total
tp i@ RS —HRitE  EXBORE Fl Ritid a8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR TR TiER
%43 THE COMPANY
R-ZT-F+A-H At 1 July 2001 906,503 8,900 - 50 107,947 92,835 1,116,235
BIRBR AR AT A 2 (1 Reserve arising from capital reduction - - 1,366,003 - - - 1,366,003
ATHREMETRR Premium arising from issue of shares
FEEZIHE
—fERREE - on exercise of warrants 22,640 - - - - - 22,640
-HRRE - on distribution of scrip dividends 1,019 - - - - - 1,019
BARBIEER Capitalisation for bonus issue (609,585) - - - - - (609,585)
AEEERTE Net loss for the year - - - - - (3,545) (3,545)
REERE Dividend for the year
- FEEZ A REE - underprovision in prior years - 241 - - - (241) -
—hHRE - interim - 8,893 - - - (8,893) -
- RARE ~ final - 14,245 - - - (14,245) -
BIRERS Dividend paid - (15,642) - - - - (15,642)
EARERH Issue of shares as scrip dividends - (2,392) - - - - (2,392)
RZBE-FRA=1H
R ZF+A—-B  At30June 2002 and 1 July 2002 320,577 14,245 1,366,003 50 107,947 65,911 1,874,733
ATIIREMETRR Premium arising from issue of shares
FEEZIGE
— AR ARE - on conversion of convertible bonds 17,460 - - - - - 17,460
—EEBAESREL - as consideration to acquire
rE an investment in securities 62,700 - - - - - 62,700
—fTERREE - on exercise of warrants 4,618 - - - - - 4,618
— R DR - on distribution of scrip dividends 11,815 - - - - - 11,815
KEEMHF Net profit for the year - - - - - 14,294 14,294
KERRS Dividend for the year
- LR RERE - underprovision in prior years - 243 - - - (243) -
—hHRE - interim - 10,089 - - - (10,089) -
- RERE - final - 17,272 - - - (17,272) -
BIRRE Dividend paid - (11,482) - - - - (11,482)
EARERNR Issue of shares as scrip dividends - (13,095) - - - - (13,095)
R=FF=F/~A=+H At 30June 2003 417,170 17,272 1,366,003 50 107,947 52,601 1,961,043

ARARZHRREBEIRERARRKE
Champion (Cook Islands) Limited }
KTT (Cook Islands) Limited 2 f& 5 &
H ZERalcERNEERDFEER]
I IEU B 31T 2 AR R EEME
Rz Z8e

The Company'’s special reserve represents the difference between the book
values of the underlying net assets of Champion (Cook Islands) Limited and
KTT (Cook Islands) Limited at the date on which the shares of these
companies were acquired by the Company, and the nominal amount of the
Company'’s shares issued for the acquisition.



33.

34.

HEMRBAE

33. DISPOSAL OF SUBSIDIARIES

2003 2002
—ET=F —TT=
HK$'000 HK$'000
FHET FHET
BEHEEEFE: Net assets disposed of:
BHERE Investments in securities 725 -
B 5 RE M REUARK Trade and other receivables 4,683 -
B 5 RE AR AR Trade and other payables (4,500) -
9208 -
HEWNB QR ZEE Loss on disposal of subsidiaries (752) -
156 -
AR Satisfied by:
Re Cash 156 -
FRN EHENBRAAAREE 2 &% During the year, the subsidiaries disposed of contributed HK$122,966,000

Be

&M EIFHET 122,966,000 7T

MUBERRER S REZ ST TS
Ko H &M B 2B AT BB AR 2 275
BEETHEMEERQF-

AEBEHENBRARARER L%

o

#538437,839,000/8 7T WA ANEE

I ABF79,361,00058 7T 0

x

ZEFREXSH

(a) FAN AEBRZFZBIE=T75L

ZEH AARERETETH
HEBEENEMER 2 BEHET S
RIREEBRAF BREDHA
426,166,000 7T %2395, 176,000/%
7T MAKE S BB S AR AL
Al DT20% 2 AR {E S E 3R e

(b) FRAAFWEAGT Inc.IRAF

(c)

215% % X {8 468,400,000/
To AR R RIRBRR1.2B T 2 &
1%%£4757,000,000f% Z AL E1EH0.1
B2 BRD = e

REEGE TRETHNREERNBELD
£78,000B L (ZFET 4
2,168,000/ L) 2 EER LB E
MELHE-

(d) RZZZ_F ARFZUAKE

118,560,000/ Tt Cumbrian
Range Limited B BT A 19% 2
s ABRREDNARQATRER
0.1 T2 B#%171,185,600,000
M SR E0. 178 T 2 BN (E S

34.

to the Group’s net operating cash flows and insignificant investing and
financing cash flows. Prior to the disposal of the subsidiaries, operations of
the subsidiaries were transferred to other group companies.

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.

MAJOR NON-CASH TRANSACTIONS

(a)

(b)

(d)

During the year, the Group entered into various agreements with
independent third parties for the assignment of the Group’s interest in
certain e-commerce projects and telecommunications projects for a
total consideration of HK$426,166,000 and HK$395,176,000
respectively to various investment holding companies and in return
obtained equity interests of less than 20% in each of these investment
holding companies.

During the year, the Company acquired a 15% interest in the share
capital of 4G1 Inc. at a consideration of HK$68,400,000 which was
satisfied by the issue of 57,000,000 shares of HK$0.1 each in the
Company at a price of HK$1.2 per share.

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.

In 2002, the Company acquired a 19% interest in the issued capital of
Cumbrian Range Limited at a consideration of HK$118,560,000 which
was satisfied by the issue of 1,185,600,000 shares of HK$0.1 each in the
Company at HK$0.1 per share.

Champion Technology Holdings Limited Annual Report 2003
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35

36.

37.

- BRERBEFHEZIEHBI0T

35. ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS

2003 2002
—BB=F —TT=F
HK$’000 HK$'000
FHET FHET
GR-B/TETFERS Deposits, bank balances and cash 573,142 626,001
RITEX Bank overdrafts (83,197) (135,627)
489,945 490,374
BAREE 36. CONTINGENT LIABILITIES
THE COMPANY
AAT
2003 2002
—BB=H —TT=F
HK$'000 HK$'000
FHET FHET
RBAR L EERE Guarantees given to banks in respect of
i ERIT1EH 2 #E 1R credit facilities granted to subsidiaries 195,800 175,800
rEBEREEREREMERNRAA The Group did not have any significant contingent liabilities at the balance
f&e sheet date.
B RiE 37. CAPITAL COMMITMENTS
THE GROUP
AEE
2003 2002
—Be=F —EE-F
HK$°000 HK$'000
FHET FHT
EN NS E L RIES Capital expenditure in respect of property,
P& EF A TN plant and equipment and systems and networks:
EEIAHERET BB SEFHEE  Contracted for but not provided in the
financial statements 42,900 44,140
EREERRITEHN Authorised but not contracted for 180,306 113,822
223,206 157,962

ARARNEE A EAER E A A

The Company did not have any capital commitments at the balance sheet

date.



38. EEHERH
AEREERRBEA
REER AEEZREHHERYERE
BERRBZTAGHEERERRRE
N2 HEKENRBEZEHAERNT:

38. OPERATING LEASE ARRANGEMENTS
The Group as leasee
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:

THE GROUP
AEE
2003 2002
—ET=F —TTZ
Machinery Machinery
Land and and Land and and
buildings equipment buildings equipment
T RiEF BB RRIE T REF W8 MR
HK$'000 HK$'000 HK$'000 HK$'000
FHET THET FET FHT
KEAEER: Operating leases which expire:
—FR Within one year 2,134 2,753 2,735 2,980
F_EERF In the second to fifth years
(ERMEBREEN) inclusive 5,427 3,599 3,104 5,796
7,561 6,352 5,839 8,776

rpEmrRcFOREFHA—E2HF
MBS R —EMF 2 FHFRHER -

REER ARBZEEAERMEZ
AR HEEHERREMN ZEERE
NRBZERERLT

Leases are negotiated for an average term of one to four years and rentals
are fixed for an average term of one to four years.

At the balance sheet date, the Company had future minimum lease
payments payable under non-cancellable operating leases in respect of
rented premises which fall due as follows:

THE COMPANY

¥ A
2003 2002
—BB=F —ETF
HK$'000 HK$'000
FHET FET
KEAEER: Operating leases which expire:
—fR Within one year 638 552
F_EELF (BEMEBEEARN) In the second to fifth years inclusive 1,064 -
1,702 552
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38.

39.

EEHEERH-2#
AEREEBHBA

REER AEEREE R #ERER
WERBEPATZZANZEHBER M

38. OPERATING LEASE ARRANGEMENTS - Continued
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

T follows:
2003 2002
—ET=E T -F
HK$’000 HK$'000
FHET FHT
—FR Within one year 8,489 5,439
E_EFERF
(ERMEBREEAN) In the second to fifth years inclusive 14,825 11,583
RAFE After five years 799 -
24,113 17,022
BEALRS 39. RELATED PARTY TRANSACTIONS

FRARRREWNBLRR (RTEBR
HfB AR ([FAEE]) UREBE
EREMBAR (TRHEERE]) N
) BEREBEERBBEEEREET
TR S

During the year, the Company and its subsidiaries other than Kantone and
its subsidiaries (the "Kantone Group”) and DIGITALHONGKONG.COM and
its subsidiaries (the "DIGITALHK Group”) had the following transactions
with the Kantone Group and the DIGITALHK Group:

2003 2002
—Be=F —ET-F
HK$’000 HK$'000
FHER FHET

HEEREETZRXE Nature of transactions with the Kantone Group

WERE B R AN = R E R Fees received for the provision of office premises

LrEERREZER and facilities, and management services 1,440 1,200
EEUNET T YN e Purchases of pagers and equipment 47 128
HE BRI Sales of telecommunications equipment - 214

IERFHAEERLEFHERRLRE
BET-BEEBRRANAE 2 EERE
E-FRERBRIAERERBREER
BRTE Z B R TIIRER — LA REFE+
“ACHHBEERIUZERRH (B
R—AANFE+=ZA—BR-ZZZT_F
T—AZTNABES) URBENR =T
o FHAHEFTBZMBRREIL
ZHMERBHREZREX e

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



39. BtBALTRZE &

40.

41.

HYBEEEREETZXHEAR

ENELE FERRIME
EWITEE

39. RELATED PARTY TRANSACTIONS - Continued
2003 2002
—ET=F —TT
HK$'000 HK$'000
FERT FHET
Nature of transactions with the DIGITALHK Group
Registration fee, annual fee and technical fee paid 945 6,687
Administration fees received 960 3,000

ENREETIEARAREEL2BA LR
ZHEmMEE M&ATTHRE80,000/%
T (ZZTZT —4:250,0008 ) JHiRIE
ARFEEBEBT L2 EE R EMK
ERe

EXGHEHIEEIE

RZBZ=FAA -+ ARQAT
FEEFRRTNESFBEARTASE
48,000,000kt 2 1.5FE A k&% -
fHETFT18 2 5/ IBF 5E 40 560,356,000/

40.

T BREAER L —REEES-

FEMBAE

41.

RZZEZE=FA=1TH ARAIEE

EMELRZFEBNT:

Name of company
ATER

100BESTSHOP.COM Limited

Champion (Cook Islands)
Limited*

Champion Consortium
Limited

Champion Fax Machine
Investments Limited

Champion International
Investments Limited

The service fees paid were charged with reference to comparable market
prices as determined by the directors of the Company while the
administration fees were charged at a monthly fee of HK$80,000 (2002:
HK$250,000) pursuant to a management agreement entered into between
the Company and DIGITALHONGKONG.COM.

SIGNIFICANT POST BALANCE SHEET EVENT

On 26 September 2003, the Company exercised the Bonds Option and
principal amount of US$8,000,000 1.5% Convertible Bonds was issued to
the Bondholder. The net estimated proceeds of approximately
HK$60,356,000 will be used for general working capital of the Group.

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

Proportion of
nominal value

Place of Nominal value of issued share
incorporation/ of issued capital held
operations share capital by the Company Principal activities
AR EERE ERTRAEE AEEEGEZRAER EEEH
Hong Kong Ordinary - HK$2 100% Provision of e-shopping
N L@k - 28T and internet-based
activities
RUBTHEMREBBRY
Cook Islands Ordinary - HK$1 100% Investment holding
ERES TER - 1B REER
British Virgin Ordinary - US$1 100% Strategic investment
Islands/PRC L@k - 1% REEURE
EBHEARES/
i
British Virgin Ordinary - US$1 100% Investment holding
Islands/PRC TER-1ET REER
RBERR#HS/
f
British Virgin Ordinary - US$50,000 100% Investment in
Islands/PRC LB - 50,000 7T telecommunications
RBEBRES/ networks and
H e-commerce projects

REEABEREFHEEA

Champion Technology Holdings Limited Annual Report 2003

/1



Notes to the
Financial Statements

B R o Bt
For the year ended 30 June 2003
HE_ZZ=FA=THLFE

41. EEMBLATE & 41. PRINCIPAL SUBSIDIARIES - Continued

72

Proportion of
nominal value

Place of Nominal value of issued share
incorporation/ of issued capital held
Name of company operations share capital by the Company Principal activities
AFEH MR EENE ERTRIEE FREEGZRAERS EEEH
Champion Luck Hong Kong Ordinary - HK$2 100% Property investment
International Limited N L@k - 2Bt MERE
REBRARAR
Champion Million Hong Kong Ordinary - HK$2 100% Property investment
Industries Limited N TER-2BT MERE
HEEXERAA
Champion Pacific Hong Kong Ordinary - HK$2 100% Property investment
Investment Limited N L@k - 28T MERE
R ERRAR
Champion Technology Hong Kong Ordinary - HK$1,000 100% Sales of general systems
Limited BE Deferred - HK$1,000,000 products and provision
BEMEARAT L@k - 1,000 T of services and software
IEIEAR - 1,000,000 7T licensing
HE—REGERRRERSE
TN
Champnet Limited Hong Kong Ordinary - HK$2 100% Internet business
BESRERAF 9 LER-28T EMBEL
Chief Champion Limited Hong Kong Ordinary - HK$1,000 100% Property investment
TE2ERAF £ Deferred - HK$10,000 MERE
LMk - 1,000 T
EIERR - 10,0005 7T
Chinese Paging Company Hong Kong Ordinary - HK$1,000 100% Paging operations
Limited £ Deferred - HK$2,000,000 BT
FXEFERAF LR - 1,000 7T
IERERR - 2,000,000 7T
Chinese Science & Hong Kong Ordinary - HK$2 100% Internet business
Technology Limited B TER-2BT LSS
R B R A
Cyber Solutions Inc. Samoa Ordinary - US$1 100% Internet business
EEGHE LTER-1%7T EMBEY
DIGITALHONGKONG. British Virgin Ordinary - US$1 78% Provision of an
COM INC. Islands L@k - 1%7T e-Commerce platform
KBERRHS for payment process for
global business
RERATREEFEHENK
BEFTAE
DIGITALHONGKONG.COM*  Cayman Islands Ordinary - HK$15,000,000 78% Investment holding

BBEE*

HEHS

AT - 15,000,000/ 7T

REER



41. TEMBATE &

Name of company
ATER

Digital Commerce Limited

Digital Hong Kong Limited
HHEERBRERAF

Eagle Landmark Limited

ESP International
Group Limited
ESPEIREEEEBR AR

Happy Commercial
Company Limited
EXBRAF

Happy Union Development
Limited

EHMERARAT

Harilela Kantone

Telecommunications
Limited

High Win Limited

Hong Kong IT
Alliance Limited
BEREMREEEERAR

Hydro-Cable Limited

Internet Vehicles Limited
BB AR AT

Kannet Limited
EFERPBAERRDA

41. PRINCIPAL SUBSIDIARIES - Continued

Place of

incorporation/

operations

R B

Hong Kong
9

Hong Kong
£

British Virgin
Islands
ABEBRRHES

Hong Kong
B

Macau
BRI

Hong Kong
9

Hong Kong
9

British Virgin
Islands
ABEBRRHES

Hong Kong
B

British Virgin
Islands
ABEBRRHES

Hong Kong
B

Hong Kong

l

Nominal value
of issued
share capital
ERTRAEE

Ordinary - HK$2
LAk - 28T

Ordinary - HK$2
LAk - 28T

Ordinary — US$1
TER-1ET

Ordinary - HK$2
TER-28T

Ordinary — MOP25,000
LAY - 25,0008 P11

Ordinary - HK$2
LAk - 28T

Ordinary - HK$10,000
LA - 10,0007 T

Ordinary — US$1
TER-1ET

Ordinary - HK$2
TER-28T

Ordinary — US$1
TER-1ET

Ordinary - HK$2
TER-28T

Ordinary - HK$2
TER - 28T

Proportion of
nominal value
of issued share
capital held
by the Company
AEEEGEZRAER

78%

78%

100%

100%

100%

100%

55%

100%

100%

100%

100%

100%

Principal activities
EEEH

Development of
e-Commerce platform
and evaluation of
e-Commerce
opportunities
BT

Provision of
e-Commerce platform
for payment process

RUEFHENRTA

Provision of treasury
services
REMBRS

Advertising and
recruitment agency
BEERAEAEAT

Provision of
documentation services
and management and
business consultant

R HRERS R
EEREEERN

Property investment
MERE

Investment in
telecommunications
activities

REENEH

Investment holding
REZER

Information technology
development
BEREABHR

Investment holding
REZER

Provision of internet
related services
REBEEBERY

Internet operations
LSS
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41. EERBLATE & 41. PRINCIPAL SUBSIDIARIES - Continued

74

Name of company
AT ERH

Kantel Limited
AREAEEERAA

Kantone Holdings Limited*
EREEERAR

Kantone Paging

Company Limited
BRPXEHERAA

Kantone (UK) Limited

Kontone International
Limited
BRBEEERAR

KTT (Cook Islands)
Limited*

Linkit Industries Limited

Lucky Success Development
Limited

ERERBRAA

Lucky Tone Investments
Limited

FEREBRAA

M.C. Holdings Limited

Multitone Electronics PLC

Multitone Electronics
Sdn. Bhd.

Place of
incorporation/
operations
ML EE R

Hong Kong
B

Cayman Islands
HEHE

Hong Kong
9

United Kingdom
e

Hong Kong
B
Cook Islands
ERHE
British Virgin
Islands
ABEBRRES
Hong Kong
9

Hong Kong
B

Cayman Islands
HEHE

United Kingdom
HRE

Malaysia
BRAE

Proportion of
nominal value

Nominal value of issued share

of issued capital held
share capital by the Company
ERTRAEE FAREEIEZRFES
Ordinary - HK$2 100%
@k - 28

Ordinary - HK$222,096,175 57%
LB - 222,096,175% T

Ordinary - HK$1,000 100%
Deferred - HK$2,000,000

LAk - 1,000 T

HEIERL - 2,000,000 7T

Ordinary - £5,500,000 57%
EL3@A% - 5,500,000 &

Ordinary - HK$2 100%
L@k - 2%

Ordinary - HK$10,000 100%
LR - 10,000 T

Ordinary - US$1 100%
E@k - 1%

Ordinary - HK$2 100%
@k - 28T

Ordinary - HK$2 100%
L@k - 2%

Ordinary - £5,500,002 57%
LAk - 5,500,0025 4%

Ordinary - £3,830,107 57%
LAk - 3,830,107% 48

Ordinary - MR285,000 57%

AR - 285,000 F K A3 T

Principal activities
TEEH

Investment in
telecommunications
networks

BEEMBLE

Investment holding
REERR

Trading in pagers and
provision of paging
services

BEEW SR RAETRE

Investment holding
REZER

Investment holding
REZER

Investment holding
REERR

Investment in systems and
networks

RERGRBE

Property investment
MERE

Property investment
MELRE

Investment holding
REERR

Investment holding,
design and manufacture
of telecommunications
system and equipment

REER Rt REE
BHRRGREM

Manufacture of
telecommunications
equipment

EEEMEM



41. TEMBATE &

Name of company
ATERH

Multiton Elektronik GmbH

Multitone Rentals Limited

New Telecomm Company
Limited
HRAEREBRAA

Peak Vantage Limited

QQKK.COM Limited

Smart (Macao Commercial
Offshore) Ltd

ER% CRPIBE R ERTE)
BRAR

Top Gallop International
Limited

Very Happy International
Limited
RERBRARAF

Victory (Macao Commercial
Offshore) Limited

#H ORI FREERS)
BRAF

41. PRINCIPAL SUBSIDIARIES - Continued

Place of
incorporation/
operations
M EE R

Germany
=

United Kingdom
HE

Hong Kong
9

British Virgin
Islands/Macau
KBEBRES /RN

Hong Kong
B

Macau
SR

British Virgin
Islands
RBHRARES

Hong Kong
B

Macau
B

Nominal value
of issued
share capital
ERTR4AEE

Ordinary — DM2,000,000
@A - 2,000,0005 7%

Ordinary — £100
EmAK - 1005 8

Ordinary - HK$6,000,000
EEA - 6,000,000/ 7T

Ordinary — US$1
TER - 1%L

Ordinary - HK$2

LEk - 28T

Ordinary — MOP100,000
@AY - 100,0005R P

Ordinary — US$1
TER - 1%L

Ordinary - HK$2
TER-28T

Ordinary - MOP100,000
3 - 100,0005RFT5

Proportion of
nominal value
of issued share
capital held
by the Company
AREEGEZBAES

57%

57%

100%

57%

100%

57%

100%

100%

100%

Principal activities
TEEH

Distribution of
telecommunications
equipment

EEEMEM

Leasing of system products

Trading in
telecommunications
equipment and
provision of related
services

BEEEMSIM RREEHRSE

Provision of treasury
services
REFERS

Provision of e-commerce,
m-commerce and
internet based activities

RUEFHE RPHER
BE AR S

Provision of services,
software licensing and
trading in
telecommunications
equipment

REIRTS SR
REEEHBM

Investment holding
REERR

Property investment
MELRE

Provision of services,
software licensing and
trading in
telecommunications
products

RERY BT

FEEENER
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HE_ZZ=FA=THLFE

41. TEMBAT &

Name of company
ATER

Y28.COM Inc.

Y28.COM Limited
BHBEBRAT

Y28.Innovations

Zonal Care Incorporated

* HARAEENSE

BMAKERFE 2 Bl S M B AR ZRE

IR T 158 AR

(a) MZFEATNEMM —EHRFE

41. PRINCIPAL SUBSIDIARIES - Continued

Place of
incorporation/
operations
AL S B

British Virgin
Islands
ABEBRRHES

Hong Kong
B

Cayman Islands
HEHS

British Virgin
Islands/Macau
RBEBREHE RN

*

Nominal value
of issued
share capital
ERTRA@EE

Ordinary — US$1
TER-1%ET

Ordinary - HK$2
TER-2BT

Ordinary - HK$0.1
TER-018T

Ordinary — US$1
TER-1%ET

Proportion of
nominal value
of issued share
capital held
by the Company
AEEEEZRAER

100%

100%

100%

57%

Directly held by the Company

Principal activities
EEEH

Provision of e-commerce,
m-commerce and
internet based activities

RUEFHE RPHER
BE AR S

Provision of e-commerce,
m-commerce and
internet based activities

RUEFHE RBHER
B AR S

Provision of e-commerce,
m-commerce and
internet based activities

RUEFHE RPHER
B AR S

Investments in
e-Commerce projects
REEFHEERE

The deferred shares, which are held by the Group, of each of the above-

mentioned subsidiaries entitled the holders thereof to:

2 47 #8%2100,000,000,0007% 7T
B MRS A RWEURE BSEAHE

(a) a fixed non-cumulative dividend at the rate of 5% per annum for any

financial year of the company in question in respect of which the net
profits of such company exceed HK$100,000,000,000; and

ZEBFREBE R

(b) RARNBEF FARARZEER
BEARZSRTES REE
100,000,000,000/8 718 BAR
Al R EEREREFRSITE
ZEIERAD T4 2 B AR

ERFFIZARBMBRRDEEER
REARRABD AEEREREEAR
HEAKRBFEEEAND O ZMEL
R-EEER A MEEAHBARZH
o5t A< ERBRITR.

ENBRAAR_EE=FA=1TH
F R EY BAERERE S

(b) on a winding-up, a return of the capital paid up on such shares out of
the surplus assets of the company in question after a total sum of
HK$100,000,000,000 has been distributed in such winding up in respect
of each of the ordinary shares of such company.

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.



