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General

HyComm Wireless Limited (“the Company”) was incorporated
in Bermuda on 30 July 1997 as an exempted company with
limited liability under the Companies Act 1981 of Bermuda (as
amended). The shares of the Company are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The activities
of its principal subsidiaries are set out in note 36.

Basis of Preparation of Financial Statements

In preparing the financial statements, the directors have given
careful consideration to the future liquidity of the Group. The
Group incurred a loss of approximately HK$80 million for the
year ended 31 March 2004 and had net current liabilities of
approximately HK$27 million at that date.

The directors consider that the Group will be able to meet in
full its financial obligations as they fall due for the foreseeable
future because the Group is currently in the process of disposing
certain properties and arranging additional banking facilities
in order to provide additional working capital for the Group.
Accordingly, the financial statements have been prepared on a
going concern basis.
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30

Adoption of Revised Statement of Standard
Accounting Practice

In the current year, the Group has adopted the following revised
Statement of Standard Accounting Practice (“SSAP”) issued by
the Hong Kong Society of Accountants:

SSAP 2.112 (Revised)  Income Taxes

In accordance with the SSAP 2.112 (Revised), deferred tax
liabilities are provided in full, using the liability method, on all
temporary differences between the carrying amount of assets
and liabilities in the balance sheet and their tax bases used in
the computation of taxable profits, while deferred tax assets
are recognized to the extent that it is probable that the future
taxable profits will be available against which the deductible
temporary differences and unused tax losses can be utilized.

The adoption of the revised SSAP 2.112 represents a change in
accounting policy, which has been applied retrospectively, and
the comparative figures have been restated accordingly. In
adjusting prior year figures, the opening accumulated losses as
at 1 April 2003 have been increased by HK$588,000 (2002:
HK$160,000) which represents the unprovided net deferred
tax liabilities of the Group in prior years. In addition, this change
in accounting policy has resulted in an increase of HK$560,000
(2003: HK$428,000) in the Group’s net loss for the year.
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Significant Accounting Policies

The financial statements have been prepared under the historical
cost convention as modified for the revaluation of investment
properties, leasehold land and buildings and investments in
securities. The financial statements have been prepared in
accordance with accounting principles generally accepted in
Hong Kong. The significant accounting policies adopted by the
Group are set out below:

(a) Basis of consolidation

The consolidated financial statements of the Group include
the financial statements of the Company and its subsidiaries
made up to 31 March each year.

A subsidiary is a company whose financial and operating
policies are under the Company’s control, directly or
indirectly, so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during
the year are consolidated from the effective dates of
acquisition or up to their effective dates of disposal.

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

In the Company’s financial statements, investments in
subsidiaries are carried at cost less any accumulated
impairment losses. The results of the subsidiaries are
included in the income statement to the extent of dividends
received and receivable.
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4. Significant Accounting Policies (Continued)

(b) Associates

An associate is a company, not being a subsidiary nor a
joint venture, in which an equity interest is held, or the
long-term and significant influence is exercised in its

management.

The consolidated income statement includes the Group'’s
share of the current year’s results of the associates, and the
consolidated balance sheet includes the Group’s share of
the net assets or liabilities of the associates and goodwill/
negative goodwill (net of accumulated amortisation and
accumulated impairment losses) arising on acquisition.

In the Company’s balance sheet, the investments in
associates are stated at cost less provision for impairment
losses. The results of associates are accounted for by the
Company on the basis of dividends received and

receivable.

(c) Revenue recognition

Sales of goods are recognised when goods are delivered

and title has passed.

Rental income, including rentals invoiced in advance from
properties let 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.

Property management and other fees are recognised when

services are rendered.

Service fee income is recognised as revenue when the inter-

operator short message services are rendered.
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4. Significant Accounting Policies (Continued)

(d) Investment properties

Investment properties are completed properties which are
held for their investment potential, any rental income being
negotiated at arm’s length.

Investment properties are stated at their open market value
based on independent professional valuations at the
balance sheet date. Any surplus or deficit arising on
revaluation of investment properties is credited or charged
to the investment property revaluation reserve unless the
balance of the reserve is insufficient to cover a deficit, in
which case the excess of the deficit over the balance of
the investment property revaluation reserve is charged to
the income statement. Where a deficit has previously been
charged to the income statement and a revaluation surplus
subsequently arises, this surplus is credited to the income
statement to the extent of the deficit previously charged.

On subsequent disposal of an investment property, the
balance on the investment property revaluation reserve
attributable to that property is included in the determination
of the profit and loss on disposal.

No depreciation and amortisation is provided in respect
of investment properties which are held under leases with
unexpired terms, including the renewable period, of more
than twenty years.
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4. Significant Accounting Policies (Continued)

34

(e) Property, plant and equipment

Property, plant and equipment, other than leasehold land
and buildings, are stated at cost less depreciation,
amortisation and accumulated impairment losses.

The gain or loss arising from the 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.

Leasehold land and buildings are stated in the balance
sheet at their revalued amount, being the fair value on the
basis of their existing use at the date of revaluation less
any subsequent accumulated depreciation and
amortisation. Revaluations are performed with sufficient
regularity such that the carrying amount does not differ
materially from that which would be determined using fair
values at the balance sheet date.

Any surplus arising on revaluation of leasehold land and
buildings is credited to the revaluation reserve, except to
the extent that it reverses a revaluation deficit of the same
asset previously recognised as an expense, in which case
this surplus is credited to the income statement to the extent
of the deficit previously charged. A decrease in net carrying
amount arising on revaluation of an asset is charged to the
income statement to the extent that it exceeds the balance,
if any, on the revaluation reserve relating to a previous
revaluation of that asset. On the subsequent sale or
retirement of a revalued asset, the attributable revaluation
surplus is transferred to retained profits.
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4. Significant Accounting Policies (Continued)

(e) Property, plant and equipment (Continued)

()

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

Leasehold land Over the lease terms

Buildings 2%
Furniture, fixtures and equipment ~ 20-30%
Motor vehicles 20-30%

Properties under development

Land and buildings in the course of development for sale,
rental or administrative purposes or for purposes not yet
determined are carried at cost less any provision for
impairment loss considered necessary by the directors. Cost
includes land cost, development cost, borrowing costs
capitalized and other direct costs attributable to such
properties. Depreciation and amortisation of these assets,
on the same basis as other property assets, commences
when the assets are ready for their intended use.

Properties under development which are due for
completion more than one year from the balance sheet
date are shown as non-current assets.

Properties under development which are due for
completion within one year from the balance sheet date
and are intended to be held for long term for their
investment potential are shown as non-current assets.
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4. Significant Accounting Policies (Continued)

(f) Properties under development (Continued)

Properties under development which are due for
completion within one year from the balance sheet date
and are intended to be held for sale will be treated as
properties under development for sale and are shown as

current assets.

(g) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that
are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in
value, having been within three months of maturity at
acquisition. Bank overdrafts that are repayable on demand
and form an integral part of the group’s cash management
are also included as a component of cash and cash
equivalents for the purpose of the cash flow statement.

(h) Capitalisation of borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are capitalized as
part of the costs of those assets. Capitalisation of such
borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income
earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted

from the borrowing costs capitalized.

All other borrowing costs are recognised as an expense in

the period in which they are incurred.
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4. Significant Accounting Policies (Continued)

(i)

@)

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 net profit or loss
for the period.

Goodwill

Goodwill arising on consolidation 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, associate or jointly controlled entity at the date
of acquisition.

Goodwill arising on acquisitions prior to 1 April 2001
continues to be held in reserves, and will be charged to
the income statement at the time of disposal of the relevant
subsidiary, associate or jointly controlled entity, or at such
time as the goodwill is determined to be impaired.
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4. Significant Accounting Policies (Continued)

38

()

(k)

Goodwill (Continued)

Goodwill arising on acquisitions after 1 April 2001 is
capitalised and amortised on a straight line basis over its
useful economic life. Goodwill arising on the acquisition
of an associate or a jointly controlled entity is included
within the carrying amount of the associate or jointly
controlled entity. Goodwill arising on the acquisition of
subsidiaries is presented separately in the balance sheet.

On disposal of a subsidiary, an associate or jointly
controlled entity, the attributable amount of unamortised
goodwill/goodwill previously eliminated against reserves
is included in the determination of the profit or loss on
disposal.

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, associate or jointly controlled
entity at the date of acquisition over the cost of acquisition.

Negative goodwill arising on acquisitions prior to 1 April
2001 continues to be held in reserves and will be credited
to income at the time of disposal of the relevant subsidiary,
associate or jointly controlled entity.

Negative goodwill arising on acquisitions after 1 April 2001
is presented as a deduction from assets and will be released
to income based on an analysis of the circumstances from
which the balance resulted.
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4. Significant Accounting Policies (Continued)

(k) Negative goodwill (Continued)

U]

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.

Negative goodwill arising on acquisitions of an associate
or a jointly controlled entity is deducted from the carrying
value of that associate or jointly controlled entity. Negative
goodwill arising on the acquisition of subsidiaries is
presented separately in the balance sheet as a deduction
from assets.

Inventories

Inventories represent trading merchandise and are stated
at the lower of cost and net realisable value. Cost is
calculated using the first-in, first-out method. Net realisable
value represents the estimated selling price in the ordinary
course of business less the estimated costs necessary to
make the sale.
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4. Significant Accounting Policies (Continued)

40

(m) Impairment

(n)

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that these 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. Impairment losses are recognised as
an expense immediately, unless the relevant asset is carried
at a revalued amount under another SSAP, in which case
the impairment loss is treated as revaluation decrease under
that SSAP.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but 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,
unless the relevant asset is carried at a revalued amount
under another SSAP, in which case the reversal of the
impairment loss is treated as a revaluation increase.

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 asset will crystallise in
the foreseeable future.

HYCOMM WIRELESS LIMITED  Annual Report 2004

4. EESHBE (&)

(m) BE

(n)

AEEENEFEERRNA
RELEEZIREE - A
E%EEERAGHERMER
18 o bR EE < P EEE
FREEREKREE @ AHZE
BE 2 SR T B 58 R 2 A K (3] 25
B YRR EERSE
P o G EEERES
EREAEMRERE[REA
fk - RIBRREE B ASIRIEZ
ST EGERGIEEMLRE -

R ERBEERRD - RIFH
BEZEAESHFAZERZ
AR @ EER - eIz BRE
ETNSEBRRZEENBE
FRIEEDREBRMES
ZEREE - BERE R
BIRSSIMEIRA - 1B R EE
RIES AT ERHERZG
BARKR - RIGRRERIR A
DRGIEERIE(E

BiR

BB R TIRFE 2 FEE
AR R 2R EH
HEMAE - ETHIRBE
iR LR ST IR B R
R EERERR - IEBZEK
EZRBEE - WA AR
AREERRREREES - ]
NBEFERHHRRERDE
FEFRIA ©



Notes to the Financial Statements

BAFE AR Y RE

For the year ended 31 March 2004 BIZ_TZTMNFE=H="+—HIFFZ

4. Significant Accounting Policies (Continued)

(o)

(p)

Foreign currencies

Transactions in currencies other than Hong Kong dollars
are translated into Hong Kong dollars at the rates ruling
on the dates of the transactions. Monetary assets and
liabilities denominated in currencies other than Hong Kong
dollars are translated into Hong Kong dollars at the rates
ruling on the balance sheet date. Gains and losses arising
on exchange are dealt with in the income statement.

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included
in non-current assets and rental receivable under the
operating leases are credited to the income statement on
the straight line basis over the lease terms. Where the Group
is the lessee, rentals payable under the operating leases
are charged to the income statement on the straight line

basis over the lease terms.
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5.

42

Turnover and Segment Information

Turnover represents the amount received and receivables for
rental, for goods sold to outside customers and Short Message
Services (“SMS services”) provided for the year, and is analysed

as follows:

Properties rental income MEME A
SMS services R ETBR TS
Sales of goods HEGY)

Business segments

For management purposes, the Group is organized into four
operating divisions — sale of properties, leasing of properties,
SMS services and sale of goods. These divisions are the basis
on which the Group reports its primary segment information.
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EEMAREHE AR E K
FEUL 2 IR - AT

2004 2003
—BBME _TT=F
HK$7000 HK$'000

FET FHET
7,384 9,175
2,941 -

229 403
10,554 9,578

E 3Pk

RHEERE  AREZEZBD /N
REB—HEWE MEME &
AR RIHEEY) - NEEiZ Lt

SERRTEHEER «
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Turnover and Segment Information (Continued)

Business segments (Continued)

5. EXBERIBER (B)

B8 (#)

BRALEXEB 2 BERZIIM

Segment information about these businesses is presented below.

—F .
Consolidated income statement for the year ended 31 March BE_TTWNF=A=1+—HILF
2004 ERA o G T
Sale of SMS  Leasing of Saleof  Unallocated
properties Services  properties goods items  Consolidated
HEME yoEEe REN= HERN A2EEE g8
HK$000 HK$000 HK$000 HK$000 HK$000 HK$'000
TET TET TET TET TET TET
TURNOVER L
External sales e - 2,941 7,384 229 - 10,554
Inter-segment sales HERHE = = = = = =
Total turnover BEXE - 2,941 7,384 229 - 10,554
RESULT S
Segment result MExE - (4,094) (3,765) (2,071) (9,930
Unallocated other income ADEEMBIA 405
Surplus arising on revaluation RENRERLE
of investment properties 15,306 15,306
Surplus arising on revaluation HHRET
of land and buildings BfiE 166 166
Impairment loss recognised in respect LRI ZEHR
of properties under development HEEE (3,795)
Unallocated corporate expenses APERARR (10,927)
Loss from operations REER (8,775)
Impairment loss recognised in respect  EHRAZERER
of investments in securities HEEE (10,560)
Amortisation of goodwill HEEH 2,212) 2,212)
ERF|GECEERART —TTHFFR 43
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5. Turnover and Segment Information (Continued)

44

Business segments (Continued)

Impairment loss recognised in respect
of goodwill attributable to subsidiaries
Share of results of associates

Finance costs

Loss before taxation

Taxation

Loss before minority interests

Minority interests

Net loss for the year

OTHER INFORMATION

Depreciation and amortisation

ASSETS
Segment assets

Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities
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MEAAEEEELE
ERBERR
[ NIeS |

BERA

BHAER
ik

RitbERRBLABER
DEBR

KERFREE
HtEEH
fEREH
gE

NRAE
AORLTEE

FREESE

AORLTRE

Sale of
properties
HENR
HK$000
T

SMS
Services
AR
HK$'000
FEr

3,418

10,019

7,149

5. EXBERISBER (B)

B8 (&

Leasing of
properties
ERIES
HK$000
TET

58

143,066

116,416

Sale of
goods
HEEN
HK$000
THET

541

3,542

331

Unallocated
items
ROBER
HK$'000
FEr

Consolidated
ga
HK$'000
TAL

4,017

156,627
31,506
188,133

123,896
14,899

138,795
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Turnover and Segment Information (Continued)

Business segments (Continued)

Consolidated income statement for the year ended 31 March

2003

TURNOVER
External sales
Inter-segment sales

Total tunover

RESULT
Segment result

Unallocated other income
Deficit arising on revaluation
of investment properties
Deficit arising on revaluation of land and buildings
Impairment loss recognised in respect
of properties under development
Unallocated corporate expenses

Loss from operations

Impairment loss recognised in respect
of investments in associates

Finance costs

Loss before taxation
Taxation

Loss before minority interests
Minority interests

Net loss for the year

OTHER INFORMATION
Depreciation and amortisation

5. EXBERIBER (B)

B8 (#)

HE_ZTT=F=-A=+—HILF
Ezirallmk
Saleof  Leasing of Saleof  Unallocated
properties  properties goods items ~ Consolidated
HEME  HEME  HEEM  RHEEA Ga
(restated)
(E51)
A AT AT AT AT
HKS000  HKS'000  HKS'000  HKS'000  HK$000
gxE
ShRuEE - 9,175 403 - 9,578
PEREE = - - _ _
et - 9,175 403 - 9,578
E7
NELE - 4265 (2,692) 1573
RS BMA 1,092
RENEEAE
(26,900) (26,900)
THREFERRE (82) (62)
ERPEZERA
HEER (11,000
APBRARY (11,117)
BERR (46,434)
REEDAREL
ERRAESE (64,200
BENE (4,505)
RRAER (115,139)
] (1,087) (1,087)
Rt D ERRERAER (116,226)
PeRRER -
KEEBETE (116,226)
HitER
e R - 44 538 34 616
ER\SBEEERAT —TTnEsR 45
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5. Turnover and Segment Information (Continued) 5. EEBERPEER (&)

Business segments (Continued) X%o¥ (&)

Consolidated balance sheet at 31 March 2003 R-BZE=F=A=+—RHZ&EE
BEEABRX
Sale of  Leasing of Sale of

properties  properties goods Consolidated
HEWR - AENEX  HE&YW )
(restated)
(851))

HK$000 ~ HK$000  HK$000  HK$'000
FHET FAET FAT FRET

ASSETS BE

Segment assets NREE - 119,416 1,077 120,493
Unallocated corporate assets ROBERAIEE 101,714
Consolidated total assets RAEEERE 222,207
LIABILITIES af

Segment liabilities HEEE - 52,344 642 52,986
Unallocated corporate liabilities AAOBARIEE 79,763
Consolidated total liabilities mAERBERBE 132,749
Geographical segments WESE

Most of the activities of the Group are based in Hong Kong and REBARIBMEBHATERE
most of the Group’s turnover and loss before taxation are mainly - MAREBE RS 2 & E5 R
derived from the PRC, including Hong Kong. BMASBRAEZEREFE (BEEF

) o
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6.

Other Operating Income

Included in other operating
income are:

Dividend income
Sundry income

Loss from Operations

Loss from operations has been arrived
at after charging:

(@) Staff costs

Contributions to defined

contribution plan
Salaries, Bonus and Awards
Staff welfare

Other items

Cost of properties sold
Auditors’ remuneration:
Current year
Overprovision in prior year
Depreciation of fixed assets
Operating lease charges in respect
of rented premises
Rent income, net of outgoings

6. HMZEEWA

2004 2003
—BEMNF —TT=
HK$000  HK$’000
FET FHET
H R E A B IE
LATRIER -
i& B U A = 225
FEEWA 405 1,143
405 1,368
7. REEE
2004 2003
—EENE =TT
HK$000  HK$’000
FET FAET
STEKL BB R
T%|&1E :
(@) BIMA
TEREHNETE
2R 116 125
e A NS 7,518 7,996
ETE7 49 6
7,683 8,127
(b) EHAIEH
EEMHE KK 30,506 -
ZEAN &
REE 380 380
T FEBRERE - (1)
BEEEZINE 4,017 616
HAYE &L
M4 143 600
HeWA (BEIBRFES) (7,307) (5,899)
EREEBEERAT —TTnEsn 47
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B R AR MY RE

8.

48

Finance costs

Interest on:

Bank borrowings wholly repayable
within five years

Bank borrowings not wholly
repayable within five years

TIIBHEZAE

B

ARAFRNERER
ZIRITEE

HENAFAZHER

ZIRITEE

Directors’ Emoluments and Highest Paid

Individuals

Directors’ emoluments

The directors” emoluments are analysed as follows:

Fees:
Executive directors
Non-executive directors
Independent non-executive directors

Other emoluments to executive
directors:
Salaries and other benefits
Retirement benefit scheme
contributions

Total directors’ emoluments

ok
HITES
FITES
BYIFHITES

HFATESFZ
Hitff<
Fre MEMET

RREMET IR

EEMe e

HYCOMM WIRELESS LIMITED  Annual Report 2004

B & R AN
2004 2003
—BBME _TT=F
HK$000  HK$000
FET  TET
ile 499
3,733 4,006
EEMEREEHEAL
EEME
EEHE AT :
2004 2003
—BRME _TT=F
HK$7000 HK$’000
FAET FET
60 388
720 790
4,380 4,320
48 48
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For the year ended 31 March 2004 BIZ_TZTMNFE=H="+—HIFFZ

Directors’ Emoluments and Highest Paid
Individuals (Continued)

The emoluments of the directors were within the following
bands:

Up to HK$1,000,000 1,000,000 BT AT

EEMERBESHFAL (B)

SN FIATEHE :

2004 2003
—EENF —TT=
Number of Number of

directors directors

BEEAH EFAH

HK$2,000,001 to HK$2,500,000 2,000,001 /&L ZE 2,500,000 1 1

Highest paid individuals

The five highest paid individuals of the Group included four
(2003: four) executive directors, details of whose emoluments
are set out above. The emoluments of the remaining one (2003:
one) highest paid individual, other than directors of the
Company, are as follows:

Salaries and other benefits e hEMEF]

The emoluments of each of the highest paid individuals who
are not directors of the Company were within the band of nil
to HK$1,000,000 in both years.

REHAL

AEERAUESHALTERENS

“RT=F  OB)WITESE A
MEFHIBEN EX - EREER—F
“RT=F —R)WIARRE
EZBRSFALZMEWT

2004 PAEE
—BRME —TT=F
HK$000  HK$000
FEE  TAE

792 -

BEIARRAEEZ2REBHFALR
MEFEZMEH N FZEET
Z 1,000,000 /BIT2H ©
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10. Taxation 10. BiE

(@) Taxation in the consolidation income statement represents:

The charge comprises: MIBEE
Profit for the year FEEN
Hong Kong E
Other regions in the PRC B H Ath it [
Deferred tax RIERT IR
Origination and reversal of
temporary differences HRERELRED
Effect of increase in tax rate on RIET AR Z TR
deferred tax balances at 1 April MA—RIEMzTE

The Hong Kong Government announced an increase in
the Profits Tax rate applicable to the group’s operations in
Hong Kong from 16% to 17.5%. This increase is taken
into account in the preparation of the Group’s 2004
financial statements. Accordingly, the provision for Hong
Kong Profits Tax for 2004 is calculated at 17.5% (2003:
16%) of the estimated assessable profits for the year.

Taxation arising in other regions in the PRC is calculated
at the rates prevailing in the relevant regions in the PRC.
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RERE MR R PIFI Z BiTAE -

2004 2003
—EENFE —TT=F
(restated)

(&%)

HK$’000 HK$000
FET FET
66 -

24 659

90 659

505 428

55 -

650 1,087

BAEBNEMBEEEEKLEHE
BiEAFEHERT16%EME
17.5% ° RmEEE —_ZTZTN
F SRR B 51 S bt T8 1
e A —ETNEFEF
SR RBEAFEE b5t 2 FERT
FaAIZ17.5% (ZTEZF=
F:16%) BEFE -

R E E AR BIE R A R B
MO 3 B 2 B -
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10. Taxation (Continued) 10. i@ (&8

(b) Reconciliation between taxation and loss before taxation (b) FRIBRIZEAMETE 2 HIE
at applicable tax rates: 187 Bk
2004 2003
“ZENF “TT=F
HK$000 % HK$000 %
FET FET

Loss before taxation BR7t Al 1R (81,127) (115,139)
Notional tax on loss before REBERR

taxation, calculated at the rates ERRERE

applicable to the countries BRBRIER

concerned AHEZHR (14,173) 17.5 (17,763) 15.4
Tax effect of non-deductible AAMBIZ

expenses WRy g 1,811 (2.2) 2,141 (1.8)
Tax effect of non-taxable BARDMALZ

revenue MBF 2 (1,183) 15 (430) 0.4
Tax effect of unused tax losses AERKEATIE

not recognised BEZREY 2 4338 (5.4) 2,753 (2.4)
Tax effect of prior year's tax losses ~ NFEEAEFHIE

utilised this year BEHBEYE - - (136) 0.1
Tax effect of timing differences KR E 7 FiE

not recognised % 10,783 (13.3) 14,522 (12.6)
Under-provision in prior years EFRETR

— profits tax —HEH 66 (0.1) - -
Effect on opening deferred tax TEEHE

balances resulting from SN

an increase in tax rate during BT IB AR

the year e (992) 1.2 - -
Taxation for the year AEREHIE 650 (0.8) 1,087 (0.9)

ERELKBEERAT —TTOFFH 51
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B R AR MY RE

11.

12.

52

Loss Per Share

The calculation of the basic loss per share is based on the net
loss for the year of HK$80,134,000 (2003 restated:
HK$116,226,000) and on the weighted average number of
2,926,122,622 shares (2003: 2,054,111,618 shares) in issue
during the year.

The computation of diluted loss per share does not assume the
exercise of the Company’s outstanding share options, warrants
and convertible debentures, if any, as their exercise would result
in a decrease in net loss per share for both years.

Investment Properties

THE GROUP ZN |

VALUATION &8

At beginning of the year F9)

Disposals HE

Surplus/(Deficit) arising HigE,/
on revaluation COR{E)

At end of the year FHE
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11.

12.

BRER

BRENBB NIRRT EEEFE
80,134,000 87T (ZTZ=F (2
B5) :116,226,000787T) kAF
EABBITRMGZNEFH
£02,926,112,622f% (—TZT =4 :
2,054,111,618 (%) t& -

BREEER A ETERRAR
AR AR TE 2 B A~ R RE I
A#BEES (WE) BEITE - it
THERETREERMEFE LS
PRESIRFRE T EE -

BEYE
2004 2003
—BRME —TT=F
HK$7000 HK$’000
FET FET

141,700 169,080
(30,506) (480)

15,306 (26,900)

126,500 141,700




Notes to the Financial Statements B &R Mz

For the year ended 31 March 2004 BIZ_TZTMNFE=H="+—HIFFZ

12. Investment Properties (Continued) 12. REYHE (&)

The Group’s investment properties as at 31 March 2004 and
2003 are analysed as follows:

Properties situated in Hong Kong BERABOFEZ
held under long leases BEBME

Properties situated in other regions RIERPEOFAZH
of the PRC held under long leases Hbib R Y%

The investment properties were valued as at 31 March 2004 by
S.K. Pang Surveyors & Co. Ltd., an independent firm of
professional valuers, on an open market value existing use basis.
These valuations gave rise to the revaluation surplus of
HK$15,306,000 which has been credited to the income
statement. The investment properties are leased out for rental
purposes under operating leases.

AEER _ZTENFR_TT=F
—A=tT—RZBREMES A
T

2004 2003
—RRNE —TT-F
HK$000  HK$’000
FET THET

126,500 111,700

- 30,000

126,500 141,700

REMFER_TTMF=A=+—

A& &7 B (AR I ERIETRD
EBFABERATIRARMEEREEMN
RERGETHE - RBEMGEESE
E(HE{E 15,306,000 7T © B#ER
Az - WEYFERBLEHLD
WA LABRERAE € ©
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13. Property, Plant and Equipment 13. Y15 - BRRRE
Leasehold Furniture,
land and fixtures and Motor
buildings equipment vehicles Total
HELH  HE - RE
HEF k& AE wst
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FET FET
THE GROUP r5E
COST OR VALUATION B fEE
At 1 April 2003 R_EET=F
mA—H 1,870 3,369 1,945 7,184
Additions NE
— through acquisition of subsidiaries ~ — B BYEMEA A - 12,539 - 12,539
— others —HAth 223 223
Written off s = (407) (79) (486)
Surplus arising on revaluation BfhEE 110 - - 110
At 31 March 2004 e
=A=t-8 1,980 15,724 1,866 19,570
Comprising: (2K
At cost A - 15,724 1,866 17,590
At valuation - 2004 HE-—ZTTWE 1,980 - - 1,980
1,980 15,724 1,866 19,570
DEPRECIATION AND
AMORTISATION TEREH
At 1 April 2003 RZZE=FMHA—H - 2,452 1,945 4,397
Through acquisition EBYENE
of subsidiaries NE] - 1,332 - 1,332
Provided for the year FRERE 56 3,961 = 4,017
Eliminated on revaluation LRy (56) - - (56)
Written back {El - (298) (79) (377)
At 31 March 2004 el
=A=1t—"H - 7,447 1,866 9,313
NET BOOK VALUES REFE
At 31 March 2004 RZZZNF
=A=+—H 1,980 8,277 - 10,257
At 31 March 2003 RZZTE=
=A=+—H 1,870 917 - 2,787
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13. Property, Plant and Equipment (Continued)

The Group’s leasehold land and buildings as at 31 March 2004
and 2003 are analysed as follows:

Properties situated in Hong Kong BERABOFE
held under long leases ZBERYE

Properties situated in Hong Kong BEFEHEAFE
held under medium-term leases ZBERBYE

The leasehold land and buildings were valued as at 31 March
2004 by S.K. Pang Surveyors & Co. Ltd., an independent firm
of professional valuers, on an open market value existing use
basis.

At 31 March 2004, had the leasehold land and buildings of the
Group not been revalued and carried at historical cost less
accumulated depreciation and amortisation, their carrying value
would have been approximately HK$3,242,000
(2003: HK$3,298,000).

13. 0% - WBERRE ()

AEER - ZZNFN —ZTT=
=A=1+—HZzMEE-EEFS
M :

2004 2003
—BPME _TE=F
HK$7000 HK$’000
FET FET

450 400

1,530 1,470

1,980 1,870

HETHEEFR -_ETNFE=H
=+ BB FERGEMZIKE
RIETEVEBER A RIZAFRTE
HEPIRB RS ETHE -

R-_ZEZPF=ZA=+—H ' K
SRS EEFRAETE
BMERKAREBERNER
AR RMEKREAEELDY
553,242,000 8x (ZEE=
% : 3,298,000 BJL) -
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B R AR MY RE

14. Interest in Subsidiaries

56

Unlisted shares I TR
Amounts due from subsidiaries R NGIE S
Impairment loss recognised EHERREER

The amount of the unlisted shares is based on the underlying
net tangible assets of the subsidiaries at the time when they
became members of the Group pursuant to the group
reorganisation in 1997.

The impairment loss recognised at 31 March 2004 is determined
by the directors with reference to the carrying amount of the

properties held by the subsidiaries.

Particulars of the subsidiaries as at 31 March 2004 are set out
in note 36.
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14. R B AR 2=

THE COMPANY
AT

2004 2003

—EENFE —TT=F

HK$7000 HK$’000

FHET F#ET

610,354 610,354
542,603 476,989

1,152,957 1,087,343

(1,099,097) (1,015,412)

53,860 71,931

JE_E R RRD 2 BETYRME A AR
B—ANLEZ EBEER ARE
B 8 AR 2 A AR FE
B ERE

—PPMF=A=+—AZERR
RS 1R e R IR B 2 R
% FEEHEE -

MEARR -_ZEENFE=A=+—
HZFF5HAMIFE 36 ©
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15. Properties Under Development

Land cost T HIBAR
Development cost FERAR
Impairment loss recognised E R ERE

The properties under development are situated in Hong Kong
and are held under long leases with a carrying value of
approximately HK$23,000,000 (2003: HK$26,735,000).

The impairment loss recognised at 31 March 2004 is determined
by the directors with reference to the professional valuation of
the properties under development.

15. BRAPYE

THE GROUP
RER

2004 2003

—SENFE —TIT=F

HK$000 HK$000

FET FEr
81,774 81,774

6,821 6,761
88,595 88,535

(65,595) (61,800)

23,000 26,735

BRPVEMRES - WIRERE
#435E - BREEXA23,000,000
B (ZEZT =% 1 26,735,000%
JL) °

R-ZZBZENF=A=1+—HERA
RZBEBBASHEFREERT
MEZBXEEMETE -
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B R AR MY RE

16. Interest in Associates

Share of net assets

Unlisted shares acquired
during the year
Impairment loss recognised

Particulars of the associates as at 31 March 2004 are set out in

note 37.

fEIHEEFE

FRKEZ
FE LA
ERERREER
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16. REEE ATz s

THE GROUP
rEH

2004 2003
—BENE —TT=F
HK$000  HK$000
FET FHET
945 _
—BENEF —TT=F
HK$°000  HK$’000
FET FAT
- 64,200
- (64,200)

Lt
NRFBEHRKIEE37 ©

FZR=1T—HzKZ
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17. Investments in Securities

17. BERE

THE GROUP THE COMPANY
REE AT

2004 2003 2004 2003

ZBEME —TT=F C-BENE _TT=F

HK$000 HK$000 HK$000 HK$000

FEn FET FEn FET

Unlisted shares E il ) 355 355 - -
Impairment loss recognised ERERREERR (355) (355) - -
Listed shares in Hong Kong B8 Lmkin 216,814 216,814 161,610 161,610
Impairment loss recognised ERRRESR (211,169) (200,609) (161,610) (161,610)
5,645 16,205 - -

5,045 16,205 - -

Market value of listed shares EmkHhmE 5,645 34,560 — -

Particulars of the principal investments in securities of the Group AEER _ZZEMF=A=1+—H

as at 31 March 2004 are as follows:

Name of companies
DEER

Codebank Limited*
EIEERAR AR *

Inno-Tech Holdings Limited
PE B AR A R A

* directly held by the Company

Place of

incorporation

S AR 3L 3t B

Hong Kong
BB

Bermuda
BRE

EBESFRELZFBON

Proportion of
nominal value of

Type of issued share
securities capital held

FrisE BITRAE
& 55 5l EfE LB

Ordinary shares  10%

Ordinary shares  12%
HBR

* BEARFREERA
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B R AR MY RE

17.

60

Investments in Securities (Continued)

The trading of the shares in Codebank Limited (“Codebank”), a
company with its shares listed on the Growth Enterprise Market
(“GEM”) of the Stock Exchange on 21 December 2001, have
been suspended since 14 May 2002. On 28 May 2002, the
previous directors of Codebank informed its shareholders that
certain recent events took place in Codebank were being
investigated by them and since then trading of the shares
remains suspended. Accordingly, the directors of the Company
determined that the investments in Codebank were fully
impaired as at 31 March 2002.

The amount stated in the investments in securities represents
the carrying value of the Group’s investment in Inno-Tech
Holdings Limited (“Inno-Tech”). The shares of Inno-Tech was
listed on GEM on 12 August 2002 and it is the Group’s plan to
hold this investment on a long term basis.
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17. BFRE (&)

BISEBRAR ([E8IFE]) K=
EE—F+ ==+ BEBHT
BlZR ([BIZMR]) £ - Ei&RH
R-EE-_FRATHBEREFE
E -R-_EZ_FRA-1+/\H"
FISERTESRAERE - &R
WEFAERRBEEETEE -
MESE RO GEEEEEE -
Bt ARREBEARATEBEZ
KER-ZZTT-_F=A=+—H=2
ZURME ©

EFREM N B IEANRENE
BIERABR AR (A 2®RE
ZIREE - BRI ZIRON —FT—
FNATZBERIERLED - A&
Bt IR AU IBRE -
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18.

19.

Goodwill

COST:

At the beginning of the year

Addition through acquisition
of subsidiaries

At the end of the year

ACCUMULATED AMORTISATION:

At the beginning of the year
Charge for the year
Impairment loss

At the end of the year

CARRYING VALUE:
At the end of the year

At the beginning of the year

Inventories

THE GROUP

The Group’s inventories at 31 March 2004 and 31 March 2003
represented trading merchandise of communication products

and were carried at cost.

AR
F1)
RN B AT

NE

F

RETHE
F1
FEH
BEEE
£
ARME(E :
FR

F1

18. BB
THE GROUP
rEE
2004 2003
—RENE —TT=F
HK$000  HK$000
FaT  TET
62,057 _
62,057 _
2,212 _
55,421 ~
57,633 _
4,424 _
19. &
AEH
REBR-—EEME=/=+—
R—ZEE=F=A=+—RHZKFE
ERAER s EE®mm - KA
E\E o
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20. Receivables, Deposits and Prepayments

62

Trade receivables JE W BR X
Deposits and prepayments HESENECE
Loan receivables FEWE

Amount due from former subsidiaries

(a)

I NS B

The Group maintains a defined credit policy. For sales of
goods, the Group allows an average credit period of 30
days to its trade customers. Rentals receivable from tenants
and service income receivable from customers are payable
on presentation of invoices. The aging analysis of trade
receivables is stated as follows:

Within 1 month —(EARN

During the year ended 31 March 2003, an amount of
HK$24,000,000 was paid for the acquisition of an
indirectly owned subsidiary “Cyberware Communications
Limited” and the transaction was completed on 3 April
2003.
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20. BUWFIE » ST RFENSRE

(a)
(b)
(c)
(d)

(a)

2004 2003
—EENE —TT-F
HK$000 HK$°000
F#ET FET

46 86

2,615 24,685
7,500 9,500
2,015 25
12,176 34,296

ﬁ%ﬁ%%ﬂﬁ%iZ%%ﬁ
c WRNEWIHEMS * ™K
IWEA%Xﬁh1¥w3o
RZBRERH - mAEREY 2
® R R ARIEW AR
e 2 RS BN o FEURER
KRR AT

THE GROUP
KEE
2004 2003
—EENE —TT-F
HK$000 HK$000
FET FEr
46 86
R-_ZBEE=F=A=+—H"

R EEENRB AR [H
EEZHMEERAA] X
124,000,000 7T * HIBER 5
ER_ZEE=FNA=H%
ﬁf@ o
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20. Receivables, Deposits and Prepayments
(Continued)

()

During the year, Plotio Holdings (HK) Limited, an indirect
wholly owned subsidiary of the Company, entered into
loan agreements with Join Hero Limited and Royal Link
Investment Limited for the amounts of HK$1,000,000 and
HK$6,500,000 respectively. The loans are unsecured,
interest-free and repayable within 12 months.

Particulars of the amount due from former subsidiaries,
disclosed pursuant to Section 161B of the Hong Kong
Companies Ordinances are as follows:

BELFER

Name of related companies

BHERE (BE) AR

Plotio Investment (HK) Limited

Plotio Property & Management Company Limited BRIt EE £ BB AR

BREERRAR

Sure Smart Development Limited

All of the abovenamed companies are former subsidiaries
of the Company.

The amounts due are unsecured, interest-free and
repayable on demand.

>
pn}

20. EWFIE - ;T RFESRIE
(%)

(c)

FA - AREZEEZEWE
RABNEEE (F8) BR
ANEIEE Join Hero Limited &
Royal Link Investment Limited
D RIETIZH K 1,000,000 /& 7T
% 6,500,000 #& T2 B
o REERAEER 28
NAER 12 BARER -

RIEEB AT 1618
B 2 FEARATH B 2 AV AR
BT

Maximum

amount

Balance at Balanceat  outstanding

31 March 31 March during

2004 2003 the year
R-22ME  R-2E=F

ZA=t-B =R=t-R  EAKKE

lln% lln% %\IEJ:EE

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

T T THT

230 - 230

- 25 25

1,785 - 1,785

FEIREFBEEERAT

ZEFRASEER - RERE
REREFEE -

—TEmEFE 63
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21. Payables and Accrued Charges

64

Trade payables
Accrued charges

Within 1 month
Over 1 month but less than 3 months
Over 3 months

The aging analysis of trade payables is stated as follows:
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FETRRFX
FEsT =

—fEAR
HiE—EAEIR=(EA -
FaE =& A

21. ENRERETER

THE GROUP
AEE
2004 2003
—EENE —FT-F
HK$000  HK$’000
FET FET
9,652 502
10,905 13,834
20,557 14,336
JEMBR ZBRBE DATUOT ¢
THE GROUP
REHE
2004 2003
—EENFE T
HK$000  HK$’000
FET FETT
9,652 502
9,652 502
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22. Bank Borrowings

22. SRITEE

Borrowings comprise:
Bank loans
Bank overdrafts

Analysed as:
Secured
Unsecured

The borrowings are repayable as follows:

Within 1 year or on demand
More than 1 year,

but not exceeding 2 years
More than 2 years,

but not exceeding 5 years
More than 5 years

Less: Amount due within 1 year or
on demand included
in current liabilities

Amount due after 1 year

THE GROUP
AEE
2004 2003
—EENE =TT
HK$000  HK$’000
FET FAET
BEBRE
IRITER 100,515 97,244
RITEX 5,355 10,506
105,870 107,750
DM :
B 105,870 107,750
R = -
105,870 107,750
ZEEBEZEFENT
—F R ERKREE 14,289 44,779
— &%
B BEMRE 19,569 3,540
WE% -
BTrEBRF 35,294 10,620
hFE 36,718 48,811
105,870 107,750
B SR RE A ERR
—FRNE|HA
TREFEE 2N (14,289) (44,779)
—F1E B HAFREE 91,581 62,971

FEIREFBEEERAT

—TTMEFE 65
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23. Share Capital 23. lRZ&
Number of shares Amount
RE ME
2004 2003 2004 2003
“EENE —TT=F CZBEMF _"TT=F
HK$000 HK$000
FET FET
Shares of HK$0.10 each BIREE 0.10 ARG
Authorised: ETE -
At beginning of the year
and at end of the year FPRFL 3,000,000,000 3,000,000,000 300,000 300,000
Issued and fully paid: BEITRER
At beginning of the year E4) 2,454,139,015 1,624,139,015 245,414 162,414
Issue of shares for cash BITROKEUR € - 200,000,000 - 20,000
Issued as consideration BITER
for the acquisition of WM
subsidiaries NI PAE 526,500,000 - 52,650 -
Issued as consideration BITER
for the acquisition of YeBg R
associates NAZRE - 630,000,000 - 63,000
At end of the year R 2,980,639,015 2,454,139,015 298,064 245,414
During the year, the following changes in the issued share FA - ARFBEITRARZZFHIN
capital of the Company took place: N
(a) 369,000,000 new shares of par value HK$0.10 each in (@ ARAEKHEHEREKZETT
the Company were allotted and issued for the investment 369,000,000 A & AXE{E 0.10
in Cyberware Communications Limited. BTLHIRG - ERUEBEESR

ARRBRARTRE ZRE -

(b) 157,500,000 new shares of par value HK$0.10 each in b) RRBIILZEERZRKETT
the Company were allotted and issued for the investment 157,500,000 BX =X EI{E 0.10
in Global Edge Technology Limited. BTCHTIRD - 1E U8 Global

Edge Technology Limited % &
2B -
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24. Share Options

The Company’s share option scheme (the “old scheme”) was
adopted on 15 September 1997 for the primary purpose of
providing incentives to the employees of the Group. Pursuant
to a resolution passed at a special general meeting of the
shareholders held on 15 July 2002, the Company terminated
the old scheme and adopted the new share option scheme.

There were no outstanding options granted under the old and
the new schemes at the beginning and at the end of the year. In
addition, there were no options granted to, or exercised by,
any eligible employees during the year.

24. BB HE

ARBER—HNAEFNLATEBAR
M RElERTE ([&E&t8l)) - =
ZENENRBAEERE - RIE
BRRR-_ZZ_F+ A +RABET
ZBRBFRIA GRS ORES -
ARRIERILERS - WRAFEE
PetEEst &l -

REY) R R W BAEMRIRE 3T
At IS T 1R R T 2 B AR © Uit
SN - FRNVES B EBERNIT
(& (AR B AR -
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25. Share Premium and Reserves

638

THE GROUP
At 1 April 2002
— as previously report
— prior period adjustments in
respect of deferred tax

Premium arising on issue of shares
Deficit arising on revaluation
Net loss for the year

At 31 March 2003
- as previously report

— prior period adjustments in
respect of deferred tax

Premium reduced upon issue of shares

Net loss for the year

At 31 March 2004

Attributable to:
The Company and its subsidiaries
Associates

&R
R-ZEZ-FmA—H
—RAI2 5
—BEHMET
B

BRI RE
EfbRE
FEEETE

R-BB=F
=A=1-H
Gl
—BEHRMEL

HEHEE

FIRMALRE
gggﬁ@%ﬁ

jime i
=ZA=1—-H

THATREHE :
AAAREHBAT

i
=N
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25. RIPRERHE

Other
property
Share  revaluation Surplus

premium reserve account Deficit Total

ESEIES
RoEE - EERE BER 3 At
(restated)
(Z31)
HK$’000 HK'000 HK'000 HK'000 HK'000
TET TET TET TET TET
498,062 181 255,025 (798,657) (45,389)
- - - (160) (160)
498,062 181 255,025 (798,817) (45,549)
6,000 = = = 6,000
- (181) = = (181)
- - - (115,798) (115,798)
504,062 = 255,025 (914,615) (155,528)
= = = (428) (428)
504,062 - 255,025 (915,043) (155,956)
(12,636) - - - (12,636)
- - (80,134) (80,134)
491,426 - 255,025 (995,177) (248,726)
491,426 - 255,025 (949,153) (202,702)
= = = (46,024) (46,024)
491,426 - 255,025 (995,177) (248,726)
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25. Share Premium and Reserves (Continued)

25. RIBRERFEE (&)

Contributed
surplus Deficit Total
BARE | szt

HK$000 HK$000 HK$°000

THET THET TET

555,303 (1,098,754) (45,389)

- 6,000
- (115,979)  (115,979)

555,303  (1,214,733) (155,368)

= (12,636)
— (80,722) (80,722)

Share
premium
ROEE
HK$000
THET
THE COMPANY ENAY
At 1 April 2002 R-_ZZ_FHA—H 498,062
Premium arising on issue
of shares BITRDRE 6,000
Net loss for the year FREERHH -
At 31 March 2003 R-ZE=F
=A=+—H 504,062
Premium reduced upon TR
issue of shares AR E (12,636)
Net loss for the year FEBBRE -
At 31 March 2004 R-FTNE
=A=+—H 491,426

555,303  (1,295,455) (248,726)

Surplus account represents the difference between the nominal
amount of the share capital issued by the Company and the
aggregate of the nominal amount of the issued share capital
and other reserve accounts of Plotio Limited, the subsidiary
which was acquired by the Company pursuant to the group
reorganisation in 1997.

The contributed surplus of the Company represents the
difference between the consolidated shareholders’” funds of
Plotio Limited at the date on which the group reorganisation
became effective and the nominal amount of the share capital
of the Company issued under the group reorganisation in 1997.

BERANANA R ETT 2 IR E %R
Plotio Limited B 21 TR A58 & E
fbfEEERENMZ Z% - Plotio
Limited A RIREBE—NNEFE
ESEHKE B AR] -

NAFZ B AIEERIPlotio Limited
REBEHENE B 2iFaREE
TEEBBE - NNEFEBEHRETT
ZANRIIRANERE R o
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25.

70

Share Premium and Reserves (Continued)

Under the Companies Act 1981 of Bermuda (as amended),
contributed surplus is also available for distribution to
shareholders. However, a company cannot declare or pay a
dividend, or make a distribution out of contributed surplus, if:

(@) the company is, or would after the payment be, unable to
pay its liabilities as they become due; or

(b) the realisable value of the company’s assets would thereby
be less than the aggregate of its liabilities and its issued
share capital and share premium accounts.

In the opinion of the directors, as at 31 March 2003 and 31

March 2004, the Company did not have any reserve available
for distribution to shareholders.
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25. RITBRERFEE (&)

BREARE-—NN\—FRaDE (B
HE), %Ai‘fﬁﬁﬂfﬁ’\/)ﬁ%ﬂx
oo A - ETIBERT - 2FR
FEIRSOR RSB AIEEFR
ER DR -

@ AREEERIH<AE =X
RIEHIR R EAERER M2
BB %

b) RRIBEZAIERFESRAE
HIRNMERERE - %17
B B B 03 (B ik 2 4R R

é%&’d% —EE E A=+
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26. Deferred Taxation

The components of deferred tax liabilities provided in the

balance sheet and the movements during the year are as follows:

26. IEEBIIE

RAEBBRNBEREZHKH
(BHHE) RAFRZ ST

Accelerated tax PRC land
depreciation Tax losses appreciation Total
InE H
BEIE B EE T IBME @t
HK$000 HK$000 HK$000 HK$000
F&T F&T F&T F&T
At 1 April 2002: R-ZEE_FWA—R:
As previously reported G - - 3,000 3,000
Prior year adjustment: EEHE
SSAP 2.112 S BEREL
— restatement of F2.11258
deferred tax — R IAET 1,247 (1,087) - 160
As restated 1z&E5 1,247 (1,087) 3,000 3,160
Deferred tax charged Sl EErsilvd
to income statement BT IE 318 110 - 428
At 31 March 2003 RZIZTE=F
—A=+-A 1,565 (977) 3,000 3,588
At 1 April 2003: R_FZ=FHA—B :
As previously reported G - - 3,000 3,000
Prior year adjustment: HFRE
SSAP 2.112 ST ERER
— restatement F2.11258
of deferred tax —RERIAET 1,565 (977) - 588
As restated ZE5 1,565 (977) 3,000 3,588
Deferred tax charged to BRI 2
income statement EERIE 494 66 - 560
At 31 March 2004 R_TTMF
=RA=+—H 2,059 (911) 3,000 4,148

ERF|GECEERART —TTHFFR 71



Notes to the Financial Statements BT Mz

For the year ended 31 March 2004 BIZ_ZTZMFE=H="+—HILFZ

27. Acquisition of Subsidiaries 27. WREE S 1 7

(@) On 2 April 2003, the Group acquired 100% interest in (@)
Cyberware Communications Limited for HK$52,044,000.
The consideration would be satisfied by the allotment and
issue of 369,000,000 new shares in the Company of par
value HK$0.10 each and by cash of HK$24,000,000.

Net assets acquired: PRI 2 FEER ¢
Property, plant and equipment M - M MR
Inventory 73}

Deferred assets BRI
Receivables, deposits and JEMWFIR - 12E
prepayments NIAN IR
Cash and bank balances R RIRTTAR

Payables and accrued charges FERN TR & Est &
Net assets acquired PRUEE 2 F B E
Goodwill arising on acquisition W R 8
Consideration RIE

Satisfied by: SAE -
Shares allotted [V Sm)
Cash prepaid in previous year TFENEE

Cash inflow arising on acquisition: WSR2 HEMR

Cash and bank balances acquired PRS2 & RIRITHEER

72  HYCOMM WIRELESS LIMITED  Annual Report 2004

RZZEZ=FMNA=—R ' A&
[ LA52,044,00078 Tk At 5=
BRI AR AT Z 100% #
@ BEARESEBE KT
7 369,000,000 IR AR & &%
H{E0.1038 7T 2 #T AR (9 F AR
% 24,000,000 BITZ T °

2004 2003
—EENE —FTT=F
HK$000  HK$000
FH#IT FHEIT

120 -
125 -
130 -

309 -
10 -
(4,071) -

3,377) -
55,421 -

52,044 -

28,044 -
24,000 -

52,044 -
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27.Acquisition of Subsidiaries (Continued) 27. WEBMIB AR (&)

(b) On 1 August 2003, the Group acquired 60% interest b) RZFEZE=FNA—H &&
in Global Edge Technology Limited for HK$ 11,970,000. A 11,970,000 B i i#
The consideration would be satisfied by the allotment and Global Edge Technology
issue of 157,500,000 new shares in the Company of par Limited Z 60% #% - BRI
value HK$0.10 each. E A E @R R BT

157,500,000 %2~ B &R E
B0.10 BT 2 FR D 1T -

2004 2003
—EBEENF —TT=
HK$000 HK$000
FET TFH#ET
Net assets acquired: PRS2 FEER ¢
Property, plant and equipment M - M RERE 11,087 -
Interest in an associate NN 771 -
Receivables, deposits el IR - e R
and prepayments TA IR 2,047 -
Cash and bank balances R RIRTTHER 1,662 -
Payables and accrued charges FERTFIE K EAH B R (6,677) —
Minority interests VEPIT R (3,556) -
Net assets acquired PRUEE 2 F & BE 5,334 -
Goodwill arising on acquisition W R 2 8 6,636 -
Consideration RE 11,970 -
Satisfied by: SAHE -
Shares allotted Ao 2 %D 11,970 -
Cash inflow arising on acquisition: WS R ZHER
Cash and bank balances acquired FiiE 2 & RERITHEER 1,662 -
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74

28. Analysis of Changes in Financing during the

year

Balance at 1 April 2002

Issue of shares as consideration
for the acquisition of associates

Proceeds from issue of shares

Repayment during the year

Balance at 31 March 2003
Issue of shares as consideration
for the acquisition of subsidiaries
New loan raised
Repayment during the year

Balance at 31 March 2004

28. FARMERE 2 oM

Share
capital
and Bank
premium loans
BARZE RITER
HK$°000  HK$000
FA&T FET
RIZEZE_FHA—B &% 660,476 104,245
BITIRD 1E RIS &

NRIZRE 63,000 -
BITR D 2 Was 26,000 -
FRERK — (7,001)
RZBZE=F=A=+—RH2Z&H 749,476 97,244
BITRIDERIEE

B AR RE 40,014 -
g ER = 40,000
FARER - (36,729)
RZZETNF=A=+—H &% 789,490 100,515

29. FEHBRERSH

29.Major Non-Cash Transaction

During the year, the Company issued 526,500,000 shares
of par value HK$0.10 each in the Company as

consideration for acquisition of certain subsidiaries.
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30. Retirement Benefit Scheme

With effect from 1 December 2000, the Group joined a
Mandatory Provident Fund Scheme (“MPF Scheme”) for
all employees in Hong Kong. The MPF Scheme is registered
with the Mandatory Provident Fund Scheme Authority
under the Mandatory Provident Fund Schemes Ordinance.
The assets of the MPF Scheme are held separately from
those of the Group in funds under the control of
independent trustees.

Under the rules of the MPF Scheme, the employer and its
employees are each required to make contributions to the
scheme at rates specified in the rules. The only obligation
of the Group with respect of MPF scheme is to make the
required contributions under the scheme. No forfeited
contribution is available to reduce the contribution payable
in the future years.

The retirement benefit scheme contribution arising from
the MPF Scheme charged to the consolidated income
statement represent contributions payable to the funds by
the Group at rates specified in the rules of the MPF Scheme.

During the year, the retirement benefit schemes
contribution, net of forfeited contributions utilised of
approximately HK$Nil (2003: HK$Nil), amounted to
approximately HK$586,450 (2003: HK$124,450).

At the balance sheet date, the Group had no significant

30. BRIREFRIFHE

H-TTTF+_A—HEE A%
BAEEc2REESE AR
HAEEE ((RESE]) -
sRIE R AT B IRIBRIE S At IR B
REFEATRETEIEEBEL °
BB B EETVBUNAEE
ZERE  AXBIXFEAE2E
ERA -

REBBEEAE T - BERHE
BEZAS BILBRRIET A L R A%
FHEIERESR - AEBF BB S
2 E—BEARBEZEIELR
E 2B - WD R U2 AT
A B R BN 2 5K

RIS B RERIS BT
A REEDNG - REAER
AEEERESS BIRETR L
KRS e K -

FR - RKEREF AR (B0
EBARMERNTET (ZF
T=5F : THIL)) K)3E586,4508
T (ZZEZT =5 : 124,450/87C) °

REER  AEBYESEADRK
KA R B IR AR B R 2 1

=
A °
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76

forfeited contributions available to reduce the contributions 31, A&
payable by the Group in the future years.
@ RZZEZENF=A=+—H#&
31. Commitments SRR AR TR 2 REE
BAEREWT -

(@) Capital commitments outstanding at 31 March 2004 not provided for in the financial statements
were as follows:

THE GROUP
AEH
2004 2003
—EEMFE —TT-
HK$000 HK$7000
FET FET
Contracted for a4 930 -
Authorised but not contracted for B IREBEARETL - -
(b) FEEHFESE
930 \
KEEEAHA

RERK 2 N RIEREE L —
XIMBAR A=A 2
T - MAKEERIRIN » PR
HIMF - MEE I ARE
RHETE °

(b) Operating commitment

The Group as lessee

Operating lease payments represent rentals payable by the N EEmE= A=t g .
AEERET A BEHE 21
HBYEARRREH AR
—FAREHCAREERER
900,000 AT (ZFT =4 :
z) -

Group for office premises of a subsidiary. Leases are
negotiated for an average term of two years and rentals
are fixed for an average of two years.

At 31 March 2004, the Group had outstanding
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commitments for future minimum lease payments under 31, & (%&)
non-cancellable operating leases amounting to

HK$900,000 (2003: Nil) in respect of rented premises (b) KERE (&)
which fall due within one year.

AEEBLHENA
31.Commitments (Continued) FRARDZMERS WA B

7,384,000/ 7T (—FT =4 :
(b) Operating commitment (Continued) 9,175,000/70) * MEZEAZH

TYERRKRMEDFHF
The Group as lessor HeRNEER  AEEEERS
Property rental income earned during the year was RIE 5T RIEE L ZE A
HK$7,384,000 (2003: HK$9,175,000). Certain of the HAMEEERREERE -
properties held have committed tenants for the next two TR EALAT -

years. At the balance sheet date, the Group had contracted with tenants for the following future minimum
lease payment under non-cancellable operating leases in respect of rented premises which fall due as

follows:
THE GROUP
TEE
2004 2003
—EENE —TT=F
HK$000  HK$’000
FET FET
Within 1 year —FNRN 4,775 3,933
After 1 year but within 5 years —ERERTE 32. RAREE
A 3,680
834 RZZEZEMF=A=+—H &R
A REBERBERE —IBNE
#7120,000,000 87T (ZFF=
8,455 £ 1 126,000,000 57T) FISRITIE
Ao/ 67 H2 REIER - (ERNBARNE

—RIBITEEZHEM - ZHBAF

RZZEZWNF=A=+—HEZHHA
32.Contingent Liabilities fEE#RFE#) 113,881,000 BT (=

l:l/\

TT =4 : 107,750,000 BT) °
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At 31 March 2004, the Company had outstanding
unlimited guarantees and a corporate guarantee given in
favour of banks amounting to approximately HK$120,000,
000 (2003: HK$126,000,000) to secure general banking
facilities granted to a subsidiary. The total amount of
facilities utilised by the subsidiary as at 31 March 2004
amounted to approximately HK$113,881,000 (2003:
HK$107,750,000).

33.Pledge of Assets
THE GROUP

(@) At 31 March 2004, the Group’s borrowings were
secured by the following:

(i) first legal charges over the investment properties of
HK$126,500,000 (2003: HK$111,700,000);

(ii) the interest in share capital of a subsidiary;

(iii) assignment of rental income generated from certain
investment properties;

(iv) floating charges on all the existing and future assets
undertakings of a subsidiary;

(v) assignments of the right, title, interest and benefits in
and under all the existing and future building contracts
in respect of properties under development;

(vi) the benefit under all insurance policies of properties
under development;

(vii) assignment of sales proceeds from sales of investment
properties; and

(viii)subordination of shareholders’ loans of a subsidiary
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33. EEEKH
#EE

(a)

R-EEME=A=+—F
AEE 2 HEUTHIERER
7

(i) 126,500,000/ T (=ZFF
=% : 111,700,000 7T )
ZIREMEZE LT
3

m)—@%ﬁ“ﬁzk$%

E\\

(i) ®EEA
TUA

(iv) —FHIfBARZ—tIRE
&Hfé,éf??é £ F BN
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of the Company. 34. BEALRS

(b) At 31 March 2004, the Group had pledged certain of
its properties under development amounting to

(@ AERERFALEREALTET

approximately HK$11,000,000 (2003: HK$14,397,000) to ATEARS MR =—FF=
banks to secure general banking facilities and credit FEA=THEBEALRE
facilities granted to certain former subsidiaries in which ZERERBEHIT

Mr. Lai Yiu Keung has beneficial interests. The total amount

of facilities utilised by these former subsidiaries amounted ) X5

to approximately HK$8,000,000 (2003: HK$10,000,000).

34.Related Party Transactions

(@) The Group entered into the following significant transactions with related parties during the year and
has the following significant balances with related parties as at 31 March 2004:

(1) Transactions

Architectural, structural,

Rental income Service fee material and electrical Insurance
Sales of goods paid paid service fee paid premium paid
SARE 4B
HEER BAESKA BNEBE NRRBIREE BARBAHK

2004 2003 2004 2003 2004 2003 2004 2003 2004 2003

SREME CTT-FCREMF —TTF _REMF ST A CRRME _TT-FoRRME_TT-A
Note  HKS§000 HKS$'000 HKS'000 HKS$'000 HKS$'000 HK$'000 HK$'000 HK$000 HK$000 HKS$000
i3 Téx TiEr Tz TEr TEx TEr TEx TEr  TEx  TEn

Plotio Property and

Management ARPEESR

Company Limited ARATF (i) - 9) - - (102 (167) = = = =
Plotio Investment BARE (B%)

(HK) Limited ARAR (i) - - (900 (600) = = = = - -
Rammon Construction SRIR (BF)

Limited BRAR (i) = = = = = (1) = = = =

Plotio Property Consultants Bt R
Limited BRAE (i) = = = - (151) __(201) = = = =

Lee Wai Engineering
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Company Limited

Keung Kee Cleaning
Services Company
Limited

Monchase Underwriters
Limited

Plotio Development
Consultants Limited
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34.Related Party Transactions (Continued)

(1) Balances

ftat

Plotio Investment
(HK) Limited

()&(ii)

Plotio Property and
Management
Company Limited

(1) &(ii)

Mr. Lai Yiu Keung

)

Note

FET
TET

BAFEE (%)
BRAT]
230

BN HES R
BERAT

25

ZRSR ST

(100

Sure Smart Development

Limited
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Amounts due from/(to)
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(1) &(ii) 1,785

Note:

(i)  Plotio Property and Management Company Limited, Plotio
Investments (HK) Limited, Rammon Construction Limited, Plotio Property
Consultants Limited, Lee Wai Engineering Company Limited, Keung Kee
Cleaning Services Company Limited, Monchase Underwriters Limited,
Sure Smart Development Limited and Plotio Development Consultants
Limited are former subsidiaries of the Group in which Mr. Lai has
beneficial interests.

The above transactions were carried out at the prevailing
market price or, where no market price was available, at terms
agreed by the parties involved.

(ii)  The amounts due from/to related parties are unsecured,
interest-free and have no fixed terms of repayments. The
amount due from/to other related parties are included in the
balances of “Receivables, deposits and prepayments” and
“Payables and accrued charges” respectively in the balance
sheet.

34. Related Party Transactions (Continued)

(b)

At 31 March 2004, the Group had certain assets pledged,
in favour of certain banks to secure general banking
facilities granted to certain former subsidiaries which were
disposed of to Mr. Lai in previous years. Details of the
assets pledged are set out in note 33.

At 31 March 2004, Mr. Lai had outstanding personal
guarantee given in favour of a bank to secure general
banking facilities granted to the Group amounting to
approximately HK$50,000,000. The facilities utilised at
31 March 2004 amounting to approximately
HK$41,000,000.

The Group occupied certain of its office premises on
properties owned by Plotio Investment (HK) Limited, a
former subsidiary for the years ended 31 March 2003 and
2004, without any cost.
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35. Post Balance Sheet Events

(@) Subsequentto 31 March 2004, the Company received
a writ of summons from the plaintiff, namely Top Gateway
Limited, which claims on behalf of Tekson International
Telecom Limited (“Tekson”), of which about 37% interest
is indirectly owned by the Company, against six defendants
for an amount of approximately HK$43,403,000 regarding
losses and damages suffered by Tekson (“Lawsuit”). The
Company has filed a defence into the court and since then
no further action has been taken by the plaintiff.

The Directors consider that the claims from Top Gateway
Limited on behalf of Tekson, which is also one of the six
defendants, is at no ground, frivolous and vexatious and
fail to see any legal reason for the plaintiff’s claims on
behalf of Tekson against the Company and its management.
The Directors believe that there will not be material impact
on the Company about the Lawsuit.
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35. Post Balance Sheet Events (Continued) 36. B A T
(b) On 23 April 2004, City Friend Development Limited é:ggmi A=+—B2ZWE
(“City Friend”), an indirect wholly owned subsidiary of UNCIEZ TN

the Company, entered into a contract with Rammon

Construction Limited (“Rammon”), in which Mr. Lai Yiu 2EME A A
Keung has beneficial interests, for building improvement

works. The contract sum payable to Rammon is HK$3,000,000.

(c) On 17 March 2004, City Friend entered into an agreement with the Hong Kong Special
Administrative Region for a Building Safety Improvement Loan facility of HK$1,900,260 under the
Comprehensive Building Safety Improvement Loan Scheme. The loan is secured by a bank guarantee,
interest bearing at 2.826% per annum on the amount advanced and repayable over 36 monthly
installments. On 21 April 2004 and 15 July 2004, City Friend obtained advances of HK$570,000 and
HK$397,100 respectively under this loan facility.

36.Subsidiaries

Particulars of the subsidiaries at 31 March 2004 are as follows:

Wholly owned subsidiaries

Issued and paid up
share capital

ERITRBRKRE
Ordinary Deferred
Name of subsidiary shares shares* Principal activities
o) PACIEE FER EER: FEXK

Wholly owned subsidiaries incorporated and operated in Hong Kong:

ERBEMEZLEEE 22 EWNB AR

Billtech Limited HK$100 HK$10,000 Property development
WHEFRAF 100/87C 10,000 87T ¥EHRER
Campoent Development Limited HK$10,000 —  Property investment
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36. Subsidiaries (Continued)

Wholly owned subsidiaries (Continued)

Name of subsidiary

MEAREE
SERBERARAT

Cheerwise Development Limited

ERERERAT]

City Friend Development Limited
BRERBRAA]

Goldfair Properties Limited
TEEXERAF]

Jet Nice Investments Limited

SEREERAA

Joyful Interest Limited

HERAR AR

M499.com Limited

Ocean Tower Development Limited
BIEERER AT
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2EMBL

Issued and paid up

share capital

ERTRAERAE

Ordinary
shares

TEAR
10,000 & T

HK$2
287

HK$2
28T
HK$10,000
10,000 /& 7T

HK$10,000
10,000 BT

HK$10,000
10,000 /& 7T

HK$2
2BTT

HK$10,000
10,000 /& 7T

Deferred
shares*

IESE AR

36. ftB AR (&

Al (&)

Principal activities

ETEEK
YERIE

Inactive
i

Property investment

WMERE

Property investment

MERE

Property development

YRR

Property investment

MERNE

Trading of
communication
products

B EME

Inactive
i
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Oriental Gain Properties Limited

HK$5,300

Property investment
RBEXERAA
5,300 87T

Plotio Holdings (HK) Limited
BAFEE (F8) GRAR
Turbo Speed Investment Limited
SRR EERAT]

Win’s Properties Limited
KAERBRAA]

Cyberware Communications Limited

WEFARHRER QA

36.Subsidiaries (Continued)

36. BT (&)

HK$100
ERBRIBBEMEIMERE
REz2BEWMBAR
100 7T
MERE
HK$10,000 —  Provision of treasury
10,000 /&7T services
TR B RS
HK$10,000 —  Property development
10,000 & 7T MEER
HK$100,000 —  Property investment
100,000 7T MERE
HK$15,035,713 — Inactive
15,035,713 7T LS

Wholly owned subsidiaries incorporated in the British Virgin Islands and operated in Hong Kong:

Name of subsidiary

MEAREE

** Election International Limited

Issued and paid up
share capital

ERTRBRKRAE
Ordinary Deferred
shares shares* Principal activities
BEER BER: FEXRK
* RGERRERR L0 AR A R MR AR R
US$1 FRBEBRAZEARRASAS -

NERLFEZEARZAGRES L
LE - RABBEERE N TEESIM
DK ©
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Investment holding

KRB

** |Immediate Effect Limited

** MobiData Incorporated

** Plotio Limited

** Rexy Investment Limited

** Uni-tech Properties Limited

*

13%7T

US$1
13%7T

US$1
13%7T

US$1,000,000
1,000,000 7T

US$1
13%7T

US$1
13%7T

36. fELR (&)
FEEKHEAT
— Investment holding

KRB

— Investment holding
BEER

— Investment holding

KRB

— Investment holding
BEER

— Investment holding

KRB

The deferred shares practically carry no rights to dividends or to receive notice of or to attend or vote at any general meeting

of the respective companies or to participate in any distribution or winding up.

36.Subsidiaries (Continued)

Non-wholly owned subsidiaries

Proportion of
nominal value of

Issued and paid  issued capital

up ordinary held by
Name of subsidiary incorporation

the Company
E NS

EBRITRA

MEQREE L A L 3t R

HYCOMM WIRELESS LIMITED  Annual Report 2004

Principal activities

Place of

share capital

ERITR

BEEBRRBERAE

InphoMatch Asia, Inc. B ERZE/E A& ©
HBPFODESREERIE W
1158 -

BxPlotio Limited B AN AR EZIFH
AN - BT M B A R AN A RS
A o

EMBRRAR _TTEMOF=A=+
— B F AR AR B ERFE
ZEBES -

*  WIFRARIESTMEEIERARF]
=S WA/N
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EfELE B

k%

US$1,010,000

k%

business

EREK

Mobidog Inc. Cayman Islands

57% Investment holding
HEES

InphoMatch Taiwan

Asia, Inc. (also =0

known as Yingfu
Telecom Company

Limited)

(TriE BRI ER

R BRATF)

Global Edge British Virgin
Technology Islands
Limited REBREZHS

37. B¢ N F]
é:éf\gmi A=1+—HZz#%
NGIES =3NS
1,010,000 =T HEVERR
NTW$6,000,060 57% Ceased
6,000,060 TTHT & K& e
USD 833,334 60% SMS services
833,334 %7t 55 AT AR TS

InphoMatch Asia, Inc. had applied for liquidation. The application was approved by relevant authority in

Taiwan and it was liquidated accordingly.

Other than Plotio Limited, which is held directly by the Company, all subsidiaries are held by the Company

indirectly.

None of the subsidiaries had any debt securities subsisting at 31 March 2004 or at any time during the

year.

**  Companies not audited by Kennic L. H. Lui & Co. Ltd.

37.Associates

Particulars of the associates as at 31 March 2004 are as

follows:

Proportion of
nominal value
of issued

capital held
Name of company

Place of

incorporation

38.
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