CHAMPION TECHNOLOGY HOLDINGS LIMITED ANNUAL REPORT 2004

20 ‘ NOTES TO THE FINANCIAL STATEMENTS B3 3R iz

For the year ended 30 June 2004 #HZE_—FTZWFNA=THILFE

&I

ARBRNFASHFSEMAL HEEE
CEMERRE ERNERTBHAR
SHBERRR ([BRAT]) £

ARBD—FREZERAR -EHERQ
B (AR R EM B AR T XA [
SED IENEHE-RARER &
HRBRETRFE BERRER X
EENWERREFHEEE UERE
MERERRBERRFERBIERE-

BRANE B B 5 R 3R E R

RAFE AEBEERRAHEESHE
RE([BEBGHMAE]) BB
M RER ([FEMERHER])
RestBnREll ([EstERRER]) %
125% (EIERT) [FTS B BB R
HRAZ ERBEEESAMAGHEL
BRI EHEN R EE-

RNt ERLERFE 1258 (KIEFT) £ 2
FEIBERB - NBEFE ~EET)
A ER B EE (BT EL Z 527
REBE ETEBERALERIETE
2B E) BUREBIAE L B O BE- 25
EBREAIE1 25 (IER]) REARNE
EBERABEER BRUEERBEDIRE
ERGEENBRE REAEENERE
ARt M B 2 B IERT L E B2 P
ERE B Z R EA D BENI-RAE
HEBENE 125 (KR TEEAE
RSB E ST PR EEBRER
FE-EI BAEHARAR-

FESTHER

B TR S AR I R BB &
BN B RAITIRE FRA 2
BRHBEMT

FaBREREARRRENBAR
BHEBFANA=THILzHBRE-

FREEMBERR 2 FEBRBEER
B A AGaERR EXHEZH
BRAASEEHELERBEHL-

ESRERRREIEAR S RERD
WERE RRE R E -

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, investments in telecommunications networks and e-commerce
projects and holding strategic investments in advanced technology product development
companies.

ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted, for the first time, Hong Kong Financial
Reporting Standards (“HKFRS") - the Statement of Standard Accounting Practice
(“SSAP™) 12 (Revised) “Income taxes” issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA™) (“SSAP 12 (Revised)™). The term of HKFRS is inclusive
of SSAPs and Interpretations approved by the HKICPA.

The principal effect of the adoption of SSAP 12 (Revised) is in relation to deferred tax. In
previous years, partial provision was made for deferred tax using the income statement
liability method under which a liability was recognised in respect of timing differences
arising, except where those timing differences were not expected to reverse in the
foreseeable future. SSAP 12 (Revised) requires the adoption of a balance sheet liability
method, whereby deferred tax is recognised in respect of all temporary differences
between the carrying amounts of assets and liabilities in the financial statements and
the corresponding tax bases used in the computation of taxable profit, with limited
exceptions. The adoption of SSAP 12 (Revised) has had no significant effect on the
results for the current or prior accounting periods. Accordingly, no prior period adjustment
has been required.

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.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
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 at the time of disposal of the relevant subsidiary
or associate.

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.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
Revenue recognition - Continued

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 certain investments in securities where the Group is contracted to receive
a pre-determined minimum sum over the period of time is allocated to accounting periods
so as to reflect a constant periodic rate of return on the net investment in these
investments. Income from other 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.

Depreciation and amortisation is provided 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'/3%

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.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
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.

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.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
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.

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.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
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. Certain investment securities represent
the Group’s investment costs over which the Group receives distributions from the
investees or other parties on a pre-determined guaranteed return over a fixed period of
time. Payments receivables each year for investments 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.

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.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.
The tax currently payable is based on taxable profit for the year. Taxable profit differs
from net profit as reported in the income statement because it excludes items of income

and expense that are taxable or deductible in other years, and it further excludes income
statement items that are never taxable and deductible.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
Taxation - Continued

Deferred tax is the tax expected to be payable or recoverable on differences between
the carrying amounts of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit, and is accounted for
using the balance sheet liability method. Deferred tax liabilities are generally recognised
for all taxable temporary differences, and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwill or from the initial recognition (other than
in a business combination) of assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on
investments in subsidiaries and associates, except where the Group is able to control
the reversal of the temporary difference and it is probable that the temporary difference
will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when
the liability is settled or the asset is realised. Deferred tax is charged or credited to the
income statement, except when it relates to items charged or credited directly to equity,
in which case the deferred tax is also dealt with in equity.

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.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
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.

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/dividend received and receivable from the Group’s investments in
telecommunications and e-commerce projects and strategic investments during the year.
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Business segments

CHAMPION TECHNOLOGY HOLDINGS LIMITED

For management purposes, the Group is currently organised into six main operating
business - sales of general systems products, provision of services and software
licensing, leasing of systems products, investments in telecommunications networks
and e-commerce projects and holding strategic investments in advanced technology
product development companies. These businesses are the basis on which the
Group reports its primary segment information.

Investments in
Salesof  Provision of telecommuni-
general  services and Leasing cations  Investments
systems software  of systems networks in e-commerce Strategic
products licensing products  and projects projects  investments Consolidated
#HE-R RUBBR HERK ERERR Z¥HE
FhER BHATE ER BEZRE BERE REMRE &8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TiEx TiEn TiEn T TiEn
(Note)
(B&)
BECSRMFRASTALFE Year ended 30 June 2004
‘§‘¥§§ TURNOVER
HMEEEIA External and total revenue 1,435,394 659,854 17,353 82810 32121 22,436 2,049,968
ES | RESULTS
PERE Segment result 115,016 237,723 8,253 1,246 15,048 1,459 379,245
HEHA Interest income 14,100
AARRARY Unallocated corporate expenses (10,982)
EEEH Profit from operations 382,363
Ed'ﬂ‘ﬁ% Ak Gain on disposal of subsidaries 60
BBRA Finance costs (18,439)
BHATER Profit before taxation 363,984
il Txation (704)
FarbERRER 2B F Profit before minority interests 363,280
SHRFER Minority interests (66,730)
REEHH Net profit for the year 296,550
RZZEMFAA=TH As at 30 June 2004
ﬁE ASSETS
AREE Segment assets 2,095,061 173,231 12,140 394,268 366,073 1,214,242 4215015
AARATEE Unallocated corporate assets 730,927
GRBEE Consolidated total assets 4,945,942
af LIABILITIES
AREE Segment liabilties 122817 32,056 11,816 - 9,360 - 176,049
AARAFEE Unallocated corporate liabilities 180,885
GREERE Consolidated total liabiliies 356934
A& OTHER INFORMATION
nx BERREZANRE Capital additions of property,
plant and equipment 5410 2,154 566 = = = 8,130
ZORBRIENRE Capital additions of systems and networks 324,480 - - - - - 324,480
BEZENRE Capital additions of deposits 530,446 - - - 253,500 783,946
Wi&%% Depreciation and amortisation 17,051 215,040 4,479 78,465 - - 315,035
@4 Loss on disposal of systems and networks - 74,743 = = = = 74,743
Impairment losses recognised for
interest in e-commerce projects - - - - 12,749 - 12,749
E’Jt Txéﬁﬂ& 2L HEER Impairment losses recognised for
investments in securities - - - - - 17,060 17,060
HENE BERREBE (ha) Loss (gain) on disposal of
property, plant and equipment 93 (122) - - - - (29)

M FBUERACZEXERRAR

FIRE 7R B AS8,236,000%

Joe

Note:

Included in turnover of strategic investments is dividend income from investments in
securities of HK$8,236,000.
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4.

BRENRIEER & 4. TURNOVER AND SEGMENT INFORMATION - Continued
(a) EBHE & (a) Business segments - Continued
Investments in
Sales of Provision of telecommuni-
general  services and Leasing cations Investments
systems software of systems networks i e-commerce Strategic
products licensing products  and projects projects investments  Consolidated
HEHR RERBR BERG EREER B8
ZRER Bt Em BEZRE BRZRE RRUERE Fa
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
TEL TEL T TEL TEL TEL TEL
(Note)
(B)
HE-TT-EXA=THIEEE (EJ)  Yearended 30 June 2003 (As restated)
EXE TURNOVER
H5EEQNA External and total revenue 1,130,258 481,368 17,609 149,806 72807 20,54 1,874,392
ES | RESULTS
PEEE Segment result 100,437 211,379 11,084 47481 (129,956) 21,066 261,491
LY ON Interest income 11,923
FARRARY Unallocated corporate expenses (5,164)
eyl Profit from operations 268,250
HEHBAAER Loss on disposal of subsidiaries (752)
EIp Finance costs (27335)
BEAET Profit before taxation 240,163
iR Taxation (1,429)
At O BIRRER 2T Profit before minority interests 238,734
SURF RS Minority interests (47487)
REFER Net profit for the year 191,047
RZZE=F/ A=1H (87 As at 30 June 2003 (As restated)
EE ASSETS
PRAE Segment assets 1,281,390 1,109,643 13,038 541,206 475,381 255,333 3,675,991
AABAREE Unallocated corporate assets 604,044
GREEE Consolidated total assets 4,280,035
aff LIABILITIES
PEEE Segment liabilties 117344 39,610 11,865 28,034 9,360 - 206,213
APBARAE Unallocated corporate liabilities 561,914
R AN Consolidated total iabilities 768,127
A& OTHER INFORMATION
nE BERRECATRE Capital additions of property,
plant and equipment 3,763 1,244 1,287 - - - 6,294
ZRRRAZERTE Capital additions of systems and networks - 212,552 - - - - 212,552
ReZBRRE Capital additions of deposits 240,240 39,000 - 117000 - - 396,240
REREH Depreciation and amortisation 21,792 177914 5,986 54 408 142,289 - 402,389
AETHERARRMRRL Impairment losses recognised for
REER interest in e-commerce projects - - - - 91,661 - 91,661
REHEL fat 5 Impairment losses recognised
REESR for interest in telecommunications projects - - - 34,974 - - 34,974
HESTHERARE 2 ME Gain on disposal of interest in
e-commerce projects = = o = 33723 = 33723
HENE MR RREEE (Ka) Loss (gain) on disposal of
property, plant and equipment (2) 4 - - - - 2
MizE: FTARBMERE 2 EXBRARA Note: Included in turnover of strategic investments is dividend income from investments in
BHZE 2R B AS,344,000 securities of HK$8,344,000.

BITe
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(b) HESE

0)

(in

TREAEE LR RE TS
D 2 WA (T E &

(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/services:

BR 7 2 AR H) -
Revenue by Profit
geographical segment from operations
RitES EE D2 WA rEBRA
year ended 30 June year ended 30 June
BEXNA=+THLEE BEANA=1+HLEE
2004 2003 2004 2003
—EEONF —EBE=F —EENF —EE=F
HK$’000 HK$'000 HK$’000 HK$'000
FTHET FET FHET FET
REE AR AT People’s Republic of China
(THE]) B (the “PRC™ including Hong
BB RORM Kong and Macau 1,736,013 1,433,733 257,859 206,879
B Europe 352,835 304,642 71,294 19,812
HAtb Others 161,120 136,017 53,210 41,559
e HEt Consolidated total 2,249,968 1,874,392 382,363 268,250

TRETIARE B R E TS
D2 REERAE AR
B2BERRE EFTRHERE
MIBA R URRERRE
mABENRZREIERE D
e

(i) 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 telecommunications projects and strategic
investments in advanced technology product development companies,
analysed by the geographical market to which the assets are located:

Carrying amount
of segment assets

Capital additions

PREEZREE EXFE

30.6.2004 30.6.2003 30.6.2004 30.6.2003
—EENF —ET=F —EENF —TT=F
ANA=+H NA=+H AA=t+H NA=+H
HK$’000 HK$'000 HKS$’000 HK$'000
THER FET FTHET FHET

RE B The PRC including Hong Kong
BB RORM and Macau 3,482,958 3,056,802 325,370 212,867
BOM Europe 137,759 141,293 6,465 4581
Hith Others 1,325,225 1,081,940 784,721 397,638
e M Consolidated total 4,945,942 4,280,035 1,116,556 615,086
EmEge R AEBRITERR Included in other operating income is interest earned on bank deposits and balances of

#E1F14,100,0008 L (ZFEE=4F:

11,923,000 7T) FrBkELZ FI 8.0

HK$14,100,000 (2003: HK$11,923,000).
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FRN-ANEEEHREEAR593,832,000
BITIRETREARBRZAZEEES
RIEEER AR EAEFR NEEES
WEREERAR ZRIE  HEEHER
& 7 NF{EA519,089,00078 T J1iRTE
HREAZSEREZREREMFTEE
B EEE74,743,0008 7T °

HK$74,743,000.

During the year, the Group transferred its interest in certain systems and networks with
an aggregate carrying value of HK$593,832,000 to various investment holding companies
and in return obtained equity interests in these investment holding companies. The fair
values of these investments in securities of HK$519,089,000 were estimated based on
expected cash flows projection from such investments resulting in a loss on disposal of

2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
FTERT FHET
BEHEN B R Profit from operations has been arrived at after charging:
FEMS (HE0D) Directors’ remuneration (Note (1)) 4,482 13,372
BIKAK (TEEESEME) Staff costs excluding directors’ remuneration 99,648 99,610
EHRRZEEER Actuarial losses recognised 446 -
RIRAEFET &3 (B EEGD) Retirement benefit scheme contributions (Note (ii)) 4,389 6,353
B TR A4 %E Total staff costs 108,965 119,335
BEFRHEHEARECHEH Amortisation of investments in e-commerce projects - 142,289
BAEEREZHEH Amortisation of investments in telecommunications project - 54,407
R Rk 2 8 Amortisation of systems and networks 287,844 128,015
eE: Depreciation on:
BEEE Owned assets 27,125 76,532
MEHECEE Assets under finance leases 66 1,146
315,035 402,389
ZE R & Auditors’ remuneration 3,960 3,034
EHRREE 2K Cost of inventories recognised 553,644 368,109
HEYE WE RREZEE Loss on disposal of property, plant and equipment - 2
RBEEHEENZ Minimum lease payments paid under operating leases
HERENRELRE: in respect of:
HEME Rented premises 6,219 5,432
3 Machinery and equipment 1,546 5,451
REGFA: and after crediting:
HEME - BB RRE 2 W Gain on disposal of property, plant and equipment 29 -
e RHNB 2 R RE &R 48 DA Release of negative goodwill arising from increase in
Sz amEZ WA interest in a subsidiary 1,291 =
THEMPE K # s & E A% Rental income from leasing of plant and machinery and
sz & lA telecommunications networks 4,047 17,609
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B 5 - Notes:
() ERESREEMES2EHN (i) Information regarding directors’ and employees’ emoluments
2004 2003
—ETNF —TE=F
HK$’000 HK$'000
FET FATT
= Directors
BUFNTEFTZHE Fees to independent non-executive directors 220 195
BITERZHMEN S Other emoluments to executive directors:
HEREMBER Salaries and other benefits 4,214 4,043
RIERBER 2 ES Performance related incentive payments - 9,086
RIRTE A ET B R Retirement benefit scheme contribution 48 48
4,482 13,372
BEEMe (TREBRENR) T FT Emoluments of the directors, excluding the share option benefits, were within the following
51| &5 2 - bands:
Number of director(s)
EEAH
2004 2003
—ETNF —TE=F
4% —1,000,000% 7T Nil - HK$1,000,000 7 7
1,000,0017%7C — 1,500,000 7T HK$1,000,001 - HK$1,500,000 1 1
2,000,0017#7C —2,500,0007 7T HK$2,000,001 - HK$2,500,000 1 -
11,000,001/7C— 11,500,000/ 7T HK$11,000,001 - HK$11,500,000 - 1
&8 Employees
FEBRUSERFATRERE (=2 The five highest paid individuals of the Group included two (2003: two) directors of the
T MB)ARAEF HMEFHE Company, details of whose emoluments are set out above. The emoluments of the remaining
HREX-AEFBEHR=ZF(ZZEZ= three (2003: three) highest paid employees of the Group, not being a director of the Company,
FZR)FEFAL WFRRAFZE are as follows:
) ZEMewT:
2004 2003
—sEns —FE=%
HK$’000 HK$'000
FET FAT
HeREMEF Salaries and other benefits 3,565 3,511
RIERRBER 2 KS Performance related incentive payments 68 31
IRORAE R EIER Retirement benefit scheme contributions 236 439
3,869 3,981
IS EE ZME (TBEBRERNZ) N Emoluments of these employees, excluding the share option benefits, were within the following
FT3IEE: bands:
Number of employee(s)
EEAH
2004 2003
—ETNF —TE=F
1,000,001 47T — 1,500,000 7T HK$1,000,001 - HK$1,500,000 3 2

1,500,001 7T — 2,000,000/ 7T HK$1,500,001 - HK$2,000,000 - 1
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7. PROFIT FROM OPERATIONS - Continued

Notes: - Continued

(ii) Retirement benefit scheme contributions

39

2004 2003
—ETMF —TT=F
HKS$’000 HK$'000
FHExT FAT
MR ERESR IR Retirement benefit scheme contributions to
RARAEFE B4R the Group’s defined contribution scheme 1,072 1,718
BRI 2 B Less: Forfeited contributions - (241)
1,072 1,477
M7 @ 2 E R AR I AT Retirement benefit scheme contributions to
ZRRAEFIET &I R the Group’s defined benefit scheme 3,365 4,924
4,437 6,401

S LEOE

AARBTETHEBARRAHIEE
RY—BFRNBEHE -ZAABZE
ERRNEEZEEDRER L HFERH
BIUXFEARERZEESA-

B AR A BRI ZRINEF B
TAREEZRGERAEEZ LR RA
BEEX N2 HF - HEBNABRER
2R AR B A8 AR EARE
7 2 BEFORRR B R ez ke

REER YWRERERRBFEME
2R MR B F R AT A AR R
RBEFERNER(ZTR=F M) -

BE-ZZTF+ AR AEEREH
NEEZFEAERREEZERHIER
e ([REE]) 58 B&RAEERM
BraEeit s RRENERESARE
BB BRPIEEZ LR HRES
st 2 ke

EREREE

ARRETETHEARRI-ABTE
B2 RENE 8- Latat BTV 7
& 8 RIS HIRM 2 ERRNEF B & & il
i 2 B fk es R RIS o A B #rat R TR
QR IR EE AR B2 N it &l

RIS BB REMS R = FIRE B E
FORBEITIEE M AR 2 130 iR B2
KPR BIRZT 8] 1B B — MR FIE65
RSB FRHABERKE 2 RIEEGZ
BRAREN T HREFL21.67%F2.50%2
i o N 65 NP AR EL AR INIR HIAE A o B
T2 T EIEEREAE R EEEAAER
BEPR=_ZE=F+=-A=+—AmEE
2 &L 8 Alison Bostock 5t 4 #1737 2 7
ZETNERNA= T HEHMNERTER
HREE-HEEARSATEZRR
BRARER®REREFE RIKSERSZ
HANLL R A 2 Ra&e

Defined contribution scheme

Certain subsidiaries of the Company 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 consolidated 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 (2003: 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 Company 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 valuation of scheme assets and the present value of the
defined benefit obligations were carried out at 31 December 2003 by Mr Alison Bostock,
Fellow of the Institute of Actuaries, and were updated to 30 June 2004 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.
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Notes: - Continued
(ii) Retirement benefit scheme contributions - Continued
Defined benefit scheme - Continued

The main actuarial assumptions used were as follows:

30.6.2004 30.6.2003
—ERENREF —RER=F
AHA=t+H ~NA=+H
Discount rate 5.70% 5.25%
Expected return on scheme assets 7.60% 6.63%
Expected rate of salary increase 3.00% 3.50%
Future pension increases 3.00% 2.50%

BHE_ZTTNFAA=TBEZREER
BRER 82 EEMER189,951,000
B (T T =4:159,303,000/87T) °
MZEEEZBEEEAREEBRET
2650 (ZTT=4F:590) N _TT=
F R H4,289,000/8 7T 2 KR EE - BDK
BREEEEIEANHEEEATE
Z10%EEEAEREZ10% CARS
ERE) ZHE REBES 2B s
BRFEFH (10T Hs) RBE.

HEBBMERGA B NG EBERTHE

The actual valuation updated to 30 June 2004 showed that the market value of the scheme
assets was HK$189,951,000 (2003: HK$159,303,000) and that the actuarial value of these
assets represented 65% (2003: 59%) of the benefits that had accrued to members. In 2003,
the shortfall of HK$4,289,000, which was 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, was 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

RZLBMT: pension scheme are as follows:
2004 2003
—EENF —TT=F
HKS$’000 HK$'000
FER FAT
IR 1T AR A A AN Current service cost 3,365 4,924
BHEERZH Net actuarial losses 446 -
3,811 4,924

AFEXHEFA—RRITHAX-

R AR B 7 T B PR ARG B AR A
A2 SWEFARERAR FMNT:

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:

AEBEZATE
BIEREZRE
RERZBHEE R

2004 2003

—2BNEF —ZT=F

HKS$’000 HK$'000

FERT FHET

Fair value of scheme assets 189,951 159,303
Present value of funded obligations (294,417) (268,562)
Unrecognised actuarial losses 18,697 31,145

(85,769) (78,114)
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CHAMPION TECHNOLOGY HOLDINGS LIMITED

Notes: - Continued

(ii) Retirement benefit scheme contributions - Continued

Defined benefit scheme - Continued

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

2004 2003
—genE —ze=f
HK$’000 HK$'000
FBR BT
F9) At beginning of the year (78,114) (71,879)
TE Currency realignment (7,370) (6,487)
TEHRAEERINKR 2 HIE Amount charged to the consolidated income statement (3,811) (4,924)
HIR Contributions 3,526 5,176
FHE At end of the year (85,769) (78,114)
2004 2003
—EEHNE ZET=F
HKS$’000 HK$'000
FER FHET
RITREMBEZFS: Interest on bank and other borrowings
—-RAFREHER - wholly repayable within five years 16,101 26,935
—BERAFRNEHER - not wholly repayable within five years 175 190
REHECWBER Finance charges on finance leases 120 210
ARIRESR 2 BT Issue costs of convertible bonds 2,043 -
18,439 27,335
2004 2003
—EEWF —ET=F
HKS$’000 HK$'000
FET FHET
MIEX HERE: The charge comprises:
BEBNEH Hong Kong Profits Tax
—ARFE - current year 241 806
—BEFEZTRER - underprovision in prior years 262 -
HAth A [ £ 1R Taxation in other jurisdictions 214 475
717 1,281
EERIE (Mi5E29) Deferred taxation (note 29) (13) 148
704 1,429
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CHAMPION TECHNOLOGY HOLDINGS LIMITED

BERFEHR IR E BB 2 Mt R Hong Kong Profits Tax is calculated at 17.5% (2003: 17.5%) on the estimated assessable
AR 17.50 (ZET=F:17.5%) 28 profits derived from Hong Kong. Taxation in other jurisdictions is calculated at the rates
AT E o H h RE M & B 18 TH IR {6 5l 7] prevailing in the respective jurisdictions.

EME R BRAZ KA

ERBERREZ RABSTEBATDHE The low effective tax rate is attributable to the fact that a substantial portion of the
FIREIER B BB MIERE B - U Group'’s profit neither arises in, nor is derived from, Hong Kong and is accordingly not
FHMBENED R E RN B EH subject to Hong Kong Profits Tax and such profit is either exempted or not subject to
% 3% B 78 SN ] B Ah BDE R 2 B taxation in any other jurisdictions.

b=

REFRLEH IR Z FHIEHNH 290

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

RNEE 2 BIAX M BB R 2 6 F AR The tax charge for the year can be reconciled to the profit per the income statement as
T follows:
2004 2003
—ETNF —TT=F
HKS$’000 HK$'000
FTERT FET
R 353 A A Profit before taxation 363,984 240,163
BEBMERE 17505t E 2B Tax at Hong Kong Profits Tax rate of 17.5% 63,697 42,029
R E At BE Hh R E ER R A Tax effect of profit exempted or not subject to
HBERT 2w A 2 taxation in other jurisdictions
e (60,304) (41,429)
Wt B8 A RIS E At A M R Effect of different tax rates of subsidiaries operating in
BEZTRAME 2 other jurisdictions 71 260
AR ENNRFE 2 Tax effect of expenses not deductible for tax purposes
kv 1,145 1,385
BAMBE B A 2 B]A Tax effect of income not taxable for tax purposes
ZBRBEE (4,457) (1,580)
BEREREARIEBE Tax effect on utilisation of tax losses previously not
W2 recognised (805) (1,705)
RERRIBEB REHE Tax effect of tax losses not recognised 2,311 3,283
BEFE T RER Underprovision in prior years 262 -
Hh Others (1,216) (814)
REFZMRIEA Taxation for the year 704 1,429
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2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
FTERT FET
AR BT R 2 #k Final dividend proposed in scrip form equivalent to
REREMEERGR2.7E 2.7 cents (2003: 2.6 cents) per share,
(ZZT=F:26/) - with a cash option
RERS 31,957 17,272
BRABRKRB RN 2 Interim dividend paid in scrip
FEIR SRS RER.67 1L form equivalent to 1.6 cents
(ZEZE=F.6810) - (2003: 1.6 cents) per share, with a cash option
EERE 15,456 10,089
FTEEZTRERE Underprovision in prior year 7,891 243
55,304 27,604

“ETMEERRRPRETIER -F
ZEMERNA=ZTHEZEBHTRY

1,183,599,6838 BE K H o

ERREEHEBRANZFETIZTS

June 2004.

The proposed final dividend for 2004 is based on 1,183,599,683 shares in issue at 30

The calculation of the basic and diluted earnings per share is based on the following

HREE: data:
2004 2003
—EENE —
HKS$’000 HK$'000
FTERT FHET
N EERGRERN 2 EF Earnings for the purpose of calculating basic
earnings per share 296,550 191,247
Tk BEEETE: Effect of dilutive potential ordinary shares:
AR ER 2 TR Interest on convertible bonds 687 761
Nt EE B EERAEN Earnings for the purpose of calculating diluted
2 B earnings per share 297,237 192,008

Number of shares (In ‘000)
BROEE (ULTFRE)

2004 2003
—EENF —EE=F

ErEERGREAF 2 Weighted average number of shares for the purpose
TFHROEE of calculating basic earnings per share 922,938 608,256

Tk BrEgEar e Effect of dilutive potential ordinary shares

ARRES Convertible bonds 50,033 43,361
R HE Warrants 14,873 1,281
64,906 44,642

NEHEE B EBIRAE N Z Weighted average number of shares for the purpose
TR 8B of calculating diluted earnings per share 987,844 652,898
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Plant and
machinery
and tele- Furniture
Land and communications and Motor
buildings networks fixtures vehicles Total
T REF BB R BRREE RE @it
REARPRE
HK$’000 HKS$’000 HKS$’000 HK$’000 HK$’000
TER TER TET TET TET
r5E THE GROUP
BAE cosT
R-ZZEE=FtA—A At 1 July 2003 59,610 997,006 15,495 12,474 1,084,585
ERRE Currency realignment 1,711 29,118 - - 30,829
NE Additions - 7,391 29 710 8,130
& Disposals - (31,594) (46) (1,007) (32,647)
BAFE Transferred to inventories - (147 - - (47
R-ZEEMFEXA=1H At 30 June 2004 61,321 1,001,774 15,478 12,177 1,090,750
e DEPRECIATION
R-EE=F+F—H At 1 July 2003 16,777 947,742 14,741 11,655 990,915
ERRE Currency realignment 370 26,140 - - 26,510
FREE Provided for the year 1,655 24,772 363 401 27191
& B Eliminated on disposals - (31,390) (46) (991) (32.427)
BATEMER Eliminated on transferred
to inventories - (147) - - (147)
RZZTEMFRA=TH At 30 June 2004 18,802 967,117 15,058 11,065 1,012,042
HREFE NET BOOK VALUES
R-FEMFE~A=+AH At 30 June 2004 42,519 34,657 420 1,112 78,708
R-FE=F~A=+H At 30 June 2003 42,833 49,264 754 819 93,670
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THE GROUP
EE
2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
FER FHT
REE 2 MERERRE The net book values of the Group’s property
FEBE: interests comprise:
REBUIMIE R 2 Freehold properties held outside Hong Kong 15,735 14,671
KA SR
RAME: Leasehold properties:
REERE Held in Hong Kong
—RHZY - long leases 18,231 19,273
—FEIRL - medium term leases 3,334 3,509
REBUIMEE TS Held outside Hong Kong
—RHZY - long leases 1,212 1,160
—FEIRL - medium term leases 4,007 4,220
42,519 42,833
RREHERGZEER Net book value of plant and machinery and
HEREMAMAEZ telecommunications networks held under
BREDFE finance leases 871 1,021
AEENKEHETNEE The Group leases equipment to customers on
BMTFEP -BRRMZ operating leases terms. The net book value of
BREDFEE BEERE - such equipment, which is included in plant and
S R EARMERA- machinery and telecommunications networks,
ZHHMT is as follows:
BREEM (K AE) Customer equipment at cost 117,506 112,917
e RETHTE Less: Accumulated depreciation 108,818 100,729
BREDFE Net book value 8,688 12,188

AEBR_ZEZTNFNA=THE@F
EA10,467,0008 L (ZTET =4
9,524,000 7T) & T L REFE K
BYRIT EAREEEB ZRITHE
2R

At 30 June 2004, certain land and buildings of the Group with a net book value of
HK$10,467,000 (2003: HK$9,524,000) were pledged to a bank as security for banking
facilities granted to the Group.
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THE GROUP
AEE
2004 2003
—EEMF —EE=F
HKS’000 HK$'000
FEx FHBT
BRRAE COST
F4) At beginning of the year 1,430,521 808,676
NE Additions 324,480 212,552
Rern Transferred from deposits 279,240 409,293
BAFBHRE Transferred to investments in securities (804,113) =
Fik At end of the year 1,230,128 1,430,521
ey AMORTISATION
F1 At beginning of the year 167,656 39,641
AEERAE Provided for the year 287,844 128,015
BAFEHT AR Eliminated on transferred to
investments in securities (210,281) -
Fih At end of the year 245,219 167,656
REFE NET BOOK VALUE
Fik At end of the year 984,909 1,262,865
BRPZZGRBEZ Net book value of systems and networks
BREFE under development 452,400 538,641

ARG RBRBERLRAEAE LN
RAEMBERRBGE 2 IBEEEKAE
REEZ R R AAKIZER B B
EERAPRZERESTRE /T
FT oA

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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THE COMPANY
P NN

2004 2003
—EENF —TT=F
HKS$’000 HK$'000
FET FHET

REE EMRH Listed shares in Hong Kong
— B AE - at cost 109,023 98,949

FE E AR Unlisted shares

— REREE - at carrying value 107,947 107,947
N =l - at cost 10 10
RETB AR ZIEE Investments in subsidiaries 216,980 206,906
Emlkt zmE Market value of listed shares 282,079 90,312

FELETR 2 REET AR EESHR
HMBARRAREEKEEASHER
AlZREEEFERESE

ARAEEEHBARR - FEMERN
A=+ B2 FHEBRKIRE0 ©

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 2004 are set out in note 40.

THE GROUP
TEE
2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
FER FA&T
BEFHEHEA ZELMRE: Unlisted investments in e-commerce projects:
— R AR - with guaranteed return 323,231 334,505
—H Al - others - 55,994
323,231 390,499

AEBEERE=FFTUBH URER
EFHEEB WEHHEZANHER20
FOHR AKEAERETRALEREZ
WA F R 2 19 E B 20 EL ) IR

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.
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(a) REEE (a) With guaranteed return
THE GROUP
AEH
2004 2003
—EEMF —TT=F
HKS$’000 HK$'000
FER FHT
JELETIRE R AE Unlisted investments, at cost 482,160 426,166
REREMKZER Capital receipts from the investments (54,519) -
EHRZHEEE Impairment losses recognised (104,410) (91,661)
323,231 334,505

RAFEERN AEEBERBERET
fE#955,994,0008 L (ZET=4F:
426,166,000%870) 2 A TEFHE
FEZREZBETEREEERD
AASECESHEFREERA
Al B TRAER (FARHR-RIE
BEWE 2B AEEE LAWK
REEERE HETNDRBRASE
ZHrREERER (RETHE
BHE 2 RERAS G HERTIL <R
BEEzBEE G FALR BE
SHEBENAFHPERATEES K
HY

FR ARREBECHABBRTTS
BR WREHRREE 2V HEE
REBKE EUAEMETHESE
B X EEBE-BEEHRE
TEHEEBZEZRATHE
B51812,749,000/8 T (ZEZT = &
91,661,000/ 7T) ' I Th2EHRTE
AR EMBReEREZREZA
FEEMG-EERA LIE
ZHAEBESRORENEREE.

During the year, the Group assigned the interest in certain e-commerce projects
with an aggregate carrying value of approximately HK$55,994,000 (2003:
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 some 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 relevant 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 additional impairment losses of HK$12,749,000 (2003:
HK$91,661,000) on the interest in e-commerce projects, estimated by reference
to the fair value of the investments based on expected cash flows projection from
such investments. In the opinion of the directors, the underlying values of the above
investments are at least equal to their carrying values.



CHAMPION TECHNOLOGY HOLDINGS LIMITED

B RS R B EE
For the year ended 30 June 2004 #HZE_—FTZWFNA=THILFE

(b) Hft (b) Others
THE GROUP
AEH
2004 2003
—ETNF —TT=F
HKS$’000 HK$'000
FTERT FET
MAE COST
F1) At beginning of the year 55,994 884,353
BAZRERIER®R Transferred to interest in e-commerce projects
EFEEHE#ER with guaranteed return (55,994) (821,772)
HE Disposals - (6,587)
FiE At end of the year - 55,994
By AMORTISATION
F1)) At beginning of the year - 253,317
NEE R Provided for the year - 142,289
REBEARERERR 2 Eliminated upon transfer to interest in e-commerce
BEFEEEAEREEH projects with guaranteed return - (395,606)
F4E At end of the year - -
IREFE NET BOOK VALUE - 55,994
RZZEZT=F AKEENERE In 2003, the Group disposed of the interest in certain e-commerce projects with an
40,310,000 TABLE=FHE aggregate carrying amount of HK$6,587,000 to an independent third party for a
HREREE6,587,0008 LA total consideration of HK$40,310,000.
TEFHEEA 2 EHm-
THE GROUP
TEE
2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
FER FA&T
BAEEZELHRE: Unlisted investments in telecommunications projects:
— RE R R - with guaranteed return 299,812 360,202
— H A - others - -
299,812 360,202
REEDHE=FT LiHE ARER The Group has entered into agreements with third parties to invest in telecommunications
BERENIMEE 2 ERIER WEHHELZ projects outside Hong Kong. These agreements have contract terms of 5 to 13 years
SRERSE13F Hf AEEEERN over which the Group has the right to receive distributions based on an agreed percentage
Lt EFRANRSE SN2 HER D of the operating profit which varies from project to project during the lives of the above

bt (E FEE 528 B A Bl WED ke agreements.
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(a) REEE (a) With guaranteed return
THE GROUP
AEE
2004 2003
—EEMF —ET=F
HKS$’000 HK$'000
FET FHT
JELETIRE IR AE Unlisted investments, at cost 395,176 395,176
REREMKZER Capital receipts from the investments (60,390) -
BERER 2 EEE Impairment losses recognised (34,974) (34,974)
299,812 360,202

REZZET=F AEEKERRRE
{5 47395,176,000/8 7T 2 BM1E
B REERTEREEERA
A EARR ANEBE BB HER
BERDR ZE T RA R IR
BEWzE 2T AEBEE LK
REEERE HETDRBRASE
Tz REERER (REMER
ZREWRADEHZEATI) - ARIEE
BrEEmE FANR BESE
BRLESFHRATEFES K
Ho

R_ZZENFENA=+H BE5H
BMEBEHZEZRERE
B51834,974,000/8 T (ZET = &
34,974,000/ 7T) " IR EENRTE
SRR ERBREREZKREZR
FEEMG-EERA LIEE
ZHBEERLHRENEREE.

In 2003, 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 relevant sale
and purchase agreements.

At 30 June 2004, the directors identified impairment losses of HK$34,974,000 (2003:
HK$34,974,000) on the interest in telecommunications projects, estimated by
reference to the fair value of the investments based on expected cash flows
projection from such investments. 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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o)

(b) Others
THE GROUP
AEH
2004 2003
—ETNF —TT=F
HKS$’000 HK$'000
FTERT FHT
MAE COST
F9] At beginning of the year - 1,033,305
BAZRERIER®R 2 Transferred to telecommunications projects
BEIEE with guaranteed return - (999,674)
BiZE R E Withdrawal from the investment - (33,631
FiE At end of the year - -
By AMORTISATION
F1) At beginning of the year - 550,091
REFEREE Provided for the year - 54,407
REBEARERERR 2 Eliminated upon transfer to interest in
BAIEE EREEH telecommunications projects with guaranteed return - (604,498)

FhE

At end of the year

RREFE

NET BOOK VALUE
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Investment Investment
securities with securities without
guaranteed return guaranteed return Total
RERBERZEBSFRE TERBERzBERE X
2004 2003 2004 2003 2004 2003
“EENE “TE=F “EENE —ET=F “EENE —TE=F
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
FER FEL FER TEL FET T
rEE THE GROUP
FEEMRAES Unlisted equity securities,
AR/ REE at cost/carrying value 593,969 - 369,633 194,633 963,602 194,633
ERRANESR Impairment losses recognised (17,060) - - - (17,060) -
576,909 = 369,633 194,633 946,542 194,633
AERANIA Carrying value of investments in
FnE . EH securities analysed for
REKEE reporting purposes
as non-current 576,909 = 369,633 194,633 946,542 194,633
NG| THE COMPANY
JEEMRAE S Unlisted equity securities - - 361,960 186,960 361,960 186,960
AERAMNIA Carrying value of investments in
FEnBZ securities analysed for
EHRE reporting purposes
FEE as non-current - = 361,960 = 361,960 186,960

RAEEN NEBEE T RERBE
CREEETESRICERBR AR W
BHEREER AR ZBRAERBAF
{E#9519,089,000/8 L {EBEIFR-IBIEE
BEM@E 2B AEBEARNER
FHERNSEE S HERBESE 1F
AREBEEBZEERERNZFREZE
?;&o

FRARAESCRABRITHHER
VT2ERREE LW BEEAREBE
EHEARHNESREZEEE-EFE
HESREMRBEREER17,060,000%8
T2 EERNEHZREMERS
MBZEREZATFEEMMGT -EER
R LR EZ HEEBESOHEERE
FREfE-

During the year, the Group transferred its interest in certain systems and networks to
various investment holding companies and in return obtained equity interests in these
investment holding companies with an aggregate fair value of approximately
HK$519,089,000. Under the term of the sale and purchase agreements, the Group is
contracted to receive pre-determined sums for a period of 4 to 5 years by half-yearly
instalments as a return on the investments in accordance with the relevant sale and
purchase agreements.

During the year, the directors of the Company reviewed the carrying amount of
investments in securities 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$17,060,000 on the investments in securities, estimated by
reference to the fair value of the investments based on expected cash flows projection
from such investments. 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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THE GROUP THE COMPANY
REM AAF

2004 2003 2004 2003
—EEMF —EE=F —EENMF —ET=F
HKS’000 HK$'000 HKS’000 HK$'000
FET FHT FTHxT FHT
FE LR R AE Unlisted shares, at cost - - 284,000 284,000
EHEEFE Share of net assets - - - -
S - 284,000 284,000
JFE U B & A R FRIE Amount due from an associate - 46,500 - 46,500
= 46,500 284,000 330,500

FEN S N R RIARERER LR R A

ERNFRBREER-

R-BZWNERA=+H AEE 2

BARRBET:

during the year.

Proportion of
nominal value of

Particulars of the Group'’s associate at 30 June 2004 are as follows:

The amount due from an associate was unsecured, interest free and was fully repaid

Place of issued capital directly
Name of company incorporation held by the Company Principal activities
AAREEREZ
A ERE o R 3 it B ERTRAEELH TEXK
Project Technology Limited British Virgin Islands 40% Provision of e-commerce
REHBRHES services
REEFHERE
FENTHEEENZZSE: Deposits were paid in connection with the following:
THE GROUP THE COMPANY
AEH AATF
2004 2003 2004 2003
—EENF —ERE=F —EENF —TT=F
HK$’000 HK$'000 HK$’000 HK$'000
THER FET FTHET FHET
R R EE Systems and networks projects 530,446 279,240 - -
WHEEHRE Acquisition of investments
in securities 253,500 = 253,500 =
BHIER Telecommunications projects - 117,000 - 117,000
783,946 396,240 253,500 117,000
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THE GROUP
rEE

2004 2003
—EEMF —ET=F
HKS’000 HK$'000
FET FHET
R & Raw materials 16,363 17,041
& m Work in progress 2,193 4,739
BUAK R Finished goods 8,532 13,434
27,088 35,214
R AE T Stated at cost 24,721 32,651
REEFEE Stated at net realisable value 2,367 2,563
27,088 35,214
n= MEAA=1+TH BRES R At 30 June 2004, the balance of trade and other receivables included trade receivables

HMRR 2 &erH 815412,278,000%8 7T
(ZZT T =4%:634,098,000/87T) Z FEI
BoREF BRESEZINREAHZ
BRER AT T :

of HK$412,278,000 (2003: HK$634,098,000). The aged analysis of trade receivables at
the reporting date is as follows:

THE GROUP
AEH

2004 2003
—2RNE —EE=F
HKS$’000 HK$'000
FET THETT
0—60H 0 - 60 days 166,513 278,958
61—90H 61 - 90 days 99,669 79,454
91—180H 91 - 180 days 119,911 246,056
>180H > 180 days 26,185 29,630
412,278 634,098

AEERTHBRLESEPEERR-
REEEERE RELERIIED 17
AHRE R THIERTHR TI0E1808 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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THE GROUP THE COMPANY
AEE PN

2004 2003 2004 2003
—EEMF —EE=F —EEMF —EE=F
HKS$’000 HK$'000 HKS$’000 HK$'000
FET FH&T FHT FHET
R EGER Interest bearing deposits 609,517 559,896 8,241 =
BITHETRES Bank balances and cash 109,739 13,246 71,845 2,968
719,256 573,142 80,086 2,968

R—ZZTEZTWFEFSNA=Z+H " E
ﬁféf%&,ﬁiﬁﬂ M2 BEHRP B
$510,983,0008B L (T =4

13,063,000 7T) < JERTE S8R - FERS
BORTRMEABZREANINT:

At 30 June 2004, the balance of trade and other payables included trade payables of
HK$10,983,000 (2003: HK$13,063,000). The aged analysis of trade payables at the

reporting date is as follows:

THE GROUP
rEE

2004 2003
—EEMF —TT=F
HKS’000 HK$'000
FER FHT
0—60H 0 - 60 days 5,324 2,994
61—90H 61 - 90 days 1,593 3,996
91—180H 91 - 180 days 905 3,406
>180H > 180 days 3,161 2,667
10,983 13,063

THE GROUP

rEE

2004 2003
—EENF —TT=F
HKS$’000 HK$'000
FER FHET
F4) At beginning of the year 2,058 1,959
ERFAE Currency realignment 129 244
FANEEBE Provided during the year 2,291 2,318
FANEEA Utilised during the year (2,712) (2,463)
FHE Atend of the year 1,766 2,058

RERBEEEEZRE
HEBMERZIER

e 2 =T

EEBRREAN
1&&& RIZFELK
mATZ2EARERMEAEEAE(E

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.
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THE GROUP THE COMPANY
AES AT
2004 2003 2004 2003
—EEWF —ET=F —EENF —TT=F
HK$’000 HK$'000 HKS$’000 HK$'000
TET FHET FERT FHT
RITEEBRATRE: Bank borrowings comprise
the following:
RITER Bank loans 102,326 261,991 40,000 160,000
RIBER Mortgage loan 2,970 3,257 - -
RITEX Bank overdrafts 50 83,197 - -
ERRBRENER Trust receipts and import loans - 141,846 - =
105,346 490,291 40,000 160,000

BRERAEB LA EH BETHE
B3,020,0008 (=T =4
3,411,000 7T) ' E BASEAREFE
B10,467,000% 7T (=

ETE=4F:

9,524,000/ 7T) 2 Lt RAEF{EIE IR

Included in the Group’s balance above were bank borrowings of HK$3,020,000 (2003:
HK$3,411,000), which were secured by the Group’s land and buildings with a net book
value of HK$10,467,000 (2003: HK$9,524,000).

THE GROUP THE COMPANY
rEE NN
2004 2003 2004 2003
—EENF —TE=F —EENF —TT=F
HK$’000 HK$'000 HKS$’000 HK$'000
FER FHET FEx FHET
RBITMIHAEE B Bank borrowings bear interest at
ZIRITEE 2 B prevailing market rates and are
LU repayable as follows:
BB —FA On demand or within one year 102,984 322,384 40,000 -
—ZEZMFA Between one to two years 647 165,757 - 160,000
MERFA Between two to five years 1,715 1,911 - -
RAEFE Over five years - 239 - -
105,346 490,291 40,000 160,000
W —EAEIEIESIE Less: Amount due within one year
mEBEEz & shown under current
liabilities (102,984) (322,384) (40,000) -
—FRIH S8 Amount due after one year 2,362 167,907 - 160,000

RIZEE=F=A=+—H AQAF]
Y—IEBEUARETER

B ERME 2 SR NEE 2 BEET
BRETH - BEEREHZE RENE
E2_ZENFEXA=THILFEEEHZ
E3X160,000,0008 LIRER =TT MF

T FiR

ANA=ZTHRBREEZE - A AHK
160,000,000 T2 ERE 25 AR
T=FXNA=ZTRHZIRBAR-RF
N> 120,000,000/ TE IR FEE-

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
ended 30 June 2004 would be repayable after 30 June 2004. As a result, the loans of
HK$160 million were shown as non-current liabilities at 30 June 2003. During the year,
an amount of HK$120 million was early repaid.
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THE GROUP
rEE
2004 2003
—EENF —TT=F
HKS$’000 HK$'000
FER FHET
HifgERARITNER The other borrowings represent block discounting
HERBT: loans and are payable as follows:
—FR Within one year 7,425 8,191
—ZEMFEA Between one to two years 4,355 6,893
MERFA Between two to five years 4,757 6,459
RAEFE Over five years 189 253
16,726 21,796
B —ERNEEES Less: Amount due within one year shown
mEBEZRIA under current liabilities (7,425) (8,191)
—FREEZFIE Amount due after one year 9,301 13,605
THE GROUP
AEH
Present value of
Minimum minimum
lease payments lease payments
HERRNSREZ
HEREMRE REEE
2004 2003 2004 2003
—EEONF —ET= —EENE —ET=F
HK$’000 HK$'000 HKS$’000 HK$'000
FET FHET FEx FHT
BEBMERERAT Amount payable under
HEEN 2 258 finance leases:
—FR Within one year 239 623 203 519
—ZEZMFA Between one to two years 55 222 52 189
MERFA Between two to five years 94 148 94 145
388 993 349 853
B BT 7% B A Less: Finance charges (39) (140) - -
HERERKERE Present value of lease obligations 349 853 349 853
W — EAEIERI Y 1 Less: Amount due within
MBABCER one year shown under
current liabilities (203) (519)

—FRIAzEHE Amount due after one year 146 334
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AEECUMERE UBAEET
e ek EAEG - BEHETHA
—FERFRAE MEBRFEHEEXRS
NRNE(ZEZT=F:9.118) - FIXRE
RETH B HRET -AE HiRE

CHAMPION TECHNOLOGY HOLDINGS LIMITED

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 12.11% (2003: 9.11%). Interest rate was
fixed at the contract date. The leases were on a fixed repayment basis and no arrangement

ERAE had been entered into for contingent rental payments.

BT  BWEB AT € HRIBET AT
fa] Z2HE o
THE GROUP
AND THE COMPANY
AEERAAT
2004 2003
—EENE e
uUSss$’000 US$'000
FER FEx
FHE R Balance at beginning of the year 5,500 8,000
FABEETZ1.5E 1.5% convertible bonds issued during the year
AR EH 8,000 -
FREE Converted during the year (6,900) (2,500)
FrEES Balance at end of the year 6,600 5,500
HKS$’000 HK$'000
FTET FAT
S REM &8 Amount shown in the financial statements 51,480 42,888
THE GROUP
AND THE COMPANY
AEERAAT
2004 2003
—EEMF —TT=F
HKS$’000 HK$'000
FTERT FHET
ARREFRERAT The convertible bonds are repayable as follows:
AR (EE
—FR Within one year 51,480 -
—ZEZMFA Between one to two years - 42,888
51,480 42,888
WR—FRNEHE5 R Less: Amount due within one year shown under
mENBE 2 RIE current liabilities (51,480) -
R—F &I HIE Amount due after one year - 42,888
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28. JEERES & 28. CONVERTIBLE BONDS - Continued

RZZEZZFRA=-+=H AQRFE

MARBARRMBETR_ZEZHFE
B R #E%E % E24,000,00032T21.5
Er#iRES ([FTRRES]) 28
F=F([BFHBALD) Tz ([R
fEHaEl ) AT RRES 2 EZ BRI T

(a) MABEEASEZTHRKRESFAR
BEFFAEAZER aREES
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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:

(@) 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 the date of issue of the Convertible Bonds up to one
week prior to 22 May 2005, 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 940 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.

(¢) 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 4,949,905 shares in the Company at a subscription price of
HK$2.3635 per share in 2002 and 5,881,515 shares in the Company at a subscription
price of HK$1.98 per share in 2004 as a result of the issuance of the Convertible Bonds
during the year. The outstanding subscription rights granted to the Bondholder will
expire on 22 May 2005.

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™).
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28. CONVERTIBLE BONDS - Continued

During the year, the Company issued part of the Convertible Bonds with an aggregate
principal amount of US$8,000,000. During the year, US$6,900,000 (2003: US$2,500,000)
of the issued Convertible Bonds were converted into 44,747,795 (2003: 20,379,317)
shares of HK$0.1 each of the Company at a price ranged from HK$0.9871 to HK$1.4905
(2003: HK$0.9212 to HK$1.0246) per share. At 30 June 2004, US$6,600,000 (2003:
US$5,500,000) of the Convertible Bond remains outstanding.

IE B I8 29. DEFERRED TAXATION
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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 the balance sheet date, the Group and the Company have unused tax losses of
approximately HK$190,030,000 (2003: HK$187,108,000) and HK$20,531,000 (2003:
HK$16,011,000) respectively available for offset against future profits. No deferred tax
asset has been recognised due to the unpredictability of future profit streams. These tax
losses may be carried forward indefinitely.

There was no other significant unprovided deferred taxation for the Company during
the year or at the balance sheet date.
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Number
of shares Amount
RO EE kx|
HK$'000
FHT
BREEIEBTZEERZE: Authorised share capital of HK$0.1 each:
R=-BZ2=-FtH—A8-
—EE=FXA=1tHEK Balance at 1 July 2002, 30 June 2003 and
—EENFARA=THZER 30 June 2004 30,000,000,000 3,000,000
SEREE0.IBTZ Issued and fully paid share capital
ERTREARKRAE: of HK$0.1 each:
RZZEZ_F+A—Bz&EH Balance at 1 July 2002 569,784,884 56,978
LR AR AT HAAR & 25 T B AT AR Issue of shares upon conversion of
Convertible Bonds 20,379,317 2,038
HITE_ZZ=FRRESE Issue of shares upon exercise of
i 217 AR 17 2003 Warrants 5,784 -
RITE_STMFRREE Issue of shares upon exercise of
i B 17 AR 17 2004 Warrants 4,335,649 434
BT AMERBA Issue of shares as consideration to acquire
BHREZRE an investment in securities 57,000,000 5,700
BITROUARE ST -F
REARR 2 Issue of shares as 2002 final scrip dividend 6,795,221 680
BITROUMRE 2T =F
A HAAR 2 Issue of shares as 2003 interim scrip dividend 5,999,496 600
RZZEZE=FA=1THK
—EE=FEA-RAZER Balance at 30 June 2003 and 1 July 2003 664,300,351 66,430
RM|AI R EHF m B TAR M Issue of shares upon conversion of
Convertible Bonds 44,747,795 4,475
RATE_TSTHFRREE
i BT AR 1A Issue of shares upon exercise of 2004 Warrants 109,625,503 10,963
HITE_ZZRFRRESE
i #1TAR Issue of shares upon exercise of 2005 Warrants 23,475 2
BITRMDAEABA Issue of shares as consideration to acquire
BHEREZRE an investment in securities 100,000,000 10,000
fic & B B AT AR (9 Issue of share upon placements 255,300,000 25,530
BITROUARE ST =F
REARR & Issue of shares as 2003 final scrip dividend 7,541,451 754
BIIRMUARE —ZTWEF
A HAAR 2 Issue of shares as 2004 interim scrip dividend 2,061,108 206
R-ZENFAA=+THZE&H Balance at 30 June 2004 1,183,599,683 118,360
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30. SHARE CAPITAL - Continued

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

(a)

(b)

(@)

(d)

During the year, US$6,900,000 of the issued Convertible Bonds were converted
into 44,747,795 shares of HK$0.1 each of the Company at a price ranged from
HK$0.9871 to HK$1.4905 per share;

During the year, 109,625,503 shares and 23,475 shares of HK$0.1 each were issued
at HK$1.1615 and HK$1.68 per share respectively as a result of the exercise of the
2004 Warrants and 2005 Warrants (as defined under the section headed “Warrants”
below) of the Company by the warrant holders;

Pursuant to an agreement (the “Agreement”) dated 30 October 2003 entered into
between the Company and Aplus Inc., Biomaster Limited, Fuffill Inc., and Woodcote
Inc. (collectively known as the “Vendors™), independent third parties, the Company
acquired from the Vendors a 15% interest in the issued share capital of New Atlantic
International Limited at the date of acquisition. The total consideration for the
acquisition was HK$175,000,000, which was satisfied by the Company’s issue of
100,000,000 shares of HK$0.1 each at a price of HK$1.75 per share;

On 3 December 2003, Lawnside International Limited (“Lawnside”) entered into a
placing agreement to place up to 150,000,000 existing shares of the Company to
independent third parties at HK$1.61 per share (the “Placing”). Concurrently,
Lawnside entered into a conditional subscription agreement with the Company to
subscribe for new shares of the Company which number shall be equal to that of
the placing shares successfully placed under the Placing at HK$1.61 per share. On
16 December 2003, 112,300,000 new shares were issued and allotted upon the
placement. The net proceeds of HK$171.6 million are to be used for the Group’s
general working capital.
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30. SHARE CAPITAL - Continued

(e)

U]

On 16 February 2004, Lawnside entered into another placing agreement pursuant
to which Lawnside has to place up to 100,000,000 existing shares of the Company
to independent third parties at HK$1.68 per share. In addition, Lawnside has also
granted the option to the placing agent to place additional shares which should
not be less than 30,000,000 shares and not more than 100,000,000 shares.
Concurrently, Lawnside entered into a conditional subscription agreement with
the Company to subscribe for the new shares of the Company which number shall
be equal to that of the placing shares and the options shares successfully placed
under the placing at HK$1.68 per share. On 17 February 2004, the placing agent
exercised the option to require Lawnside to place additional 43,000,000 shares.
On 1 March 2004, 143,000,000 new shares were issued and allotted upon the
placement. The net proceeds of HK$227.5 million are to be used for the Group’s
general working capital.

In January 2004, 7.541,451 shares of HK$0.1 each were issued at a price of HK$1.61
per share upon election by shareholders to receive shares in the Company in lieu
of the 2003 final dividend pursuant to the scrip dividend scheme as detailed in a
circular dated 15 December 2003; and

In June 2004, 2,061,108 shares of HK$0.1 each were issued at a price of HK$1.43
per share upon election by shareholders to receive shares in the Company in lieu
of the 2004 interim dividend pursuant to the scrip dividend scheme as detailed in
a circular dated 23 April 2004.

All shares issued rank pari passu with the then existing shares in issue in all respects.
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30. SHARE CAPITAL - Continued

Warrants

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, less 4,949,905 shares if the outstanding subscription
right granted to Credit Suisse First Boston (Hong Kong) Limited (“CSFB") to subscribe
for a total of 4,949,905 shares at HK$2.3635 per share were not exercised by 30
December 2002, to the shareholders of the Company whose names appeared on the
register of members on 30 December 2002. 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. The warrants expired on
12 January 2004.

On 23 December 2003, the Company proposed a bonus issue of new warrants (“2005
Warrants”) to subscribe for shares equal to 20% of the issued number of shares of
HK$0.1 each on 30 January 2004 (the “Record Date™), less 10,831,420 shares if the
outstanding subscription right granted to CSFB to subscribe for a total of (i) 4,949,905
shares at HK$2.3635 per share; and (ii) 5,881,515 shares at HK$1.98 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 2 February 2004, 194,501,407 units of 2005 Warrants were issued
to the shareholders of the Company at an initial subscription price of HK$1.68 per share
of HK$0.1 each of the Company as a result of the bonus issue of new warrants. The
2005 Warrants will expire on 7 February 2005.

During the year, 2004 Warrants and 2005 Warrants carrying subscription rights of
HK$127330,022 and HK$39,438 respectively were issued.
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FAE78WREZHMBARIEBEASR each has a share option scheme under which eligible persons, including directors of
BERETE Bt A ERAL (B the Company, Kantone, DIGITALHONGKONG.COM or any of their respective
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On 29 November 2002, the Company adopted a share option scheme (the
“Champion Option Scheme”). The purpose of the 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 Group. Under the
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 Group, to subscribe for shares of the
Company. The share option granted by the Company is exercisable at any time for
a period determined by its directors which shall be less than ten years from the
date of grant, where the acceptance date should not be later than 21 days after
the date of offer. The exercise price (subject to adjustment as provided therein) of
the option under the Champion Option Scheme is equal to the highest 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 of the options. The maximum number of shares in respect of
which the options may be granted under the Champion Option Scheme shall not
exceed 10% of the issued share capital of the Company at the date of approval of
the Champion 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 the Company from time to time. The number of
shares in respect of which options may be granted to any one grantee in any 12
months period is not permitted to exceed 1% of the shares of the Company in
issue on the last date of such 12-month period, without prior approval from the
Company’s shareholders. No share option under the Champion Option Scheme
was granted by the Company since its adoption.
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On 29 November 2002, Kantone adopted a share option scheme (the “Kantone
Option Scheme™) which will expire on 28 November 2012. The purpose of the
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 and its subsidiaries (the “Kantone Group”). Under the 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 the Kantone Group, to
subscribe for shares in Kantone. Options granted are exercisable at any time for a
period determined by its directors which shall be less than ten years from the date
of grant of the options, where the acceptance date should not be later than 21
days after the date of offer.

The exercise price (subject to adjustment as provided therein) of the option under
the Kantone Option Scheme is equal to the highest of (i) the nominal value of the
shares; (i) 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. No share
option under the Kantone Option Scheme was granted by Kantone since its
adoption.
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31. BRAETE & 31. SHARE OPTION SCHEMES - Continued

Giii) BBEB (iii) DIGITALHONGKONG.COM
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BEEREZERETRESHER
2 BB M ERTE BT
TR Z R B R B R
Rt E-EREZITEE (ARE
FZREELARE) BORMNEE:
(DREL A (BAAEHER)
RETEBRERAE 2 BRKG UK
T8 3k (i) B AR R B Hi AT
AESEREBRATARERAT
Rz BRBGFHRmE =&MU
BEERE  BRMUR BBEES
BMEREEGESEREERD
T fr) B R A

On 29 November 2002, DIGITALHONGKONG.COM adopted a share option
scheme (the “DHK Option Scheme”). The purpose of the 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 and its subsidiaries (the “DIGITALHK Group™). Under the 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 DIGITALHONGKONG.COM, 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 DIGITALHK Group, to subscribe for shares
of DIGITALHONGKONG.COM. Options granted by DIGITALHONGKONG.COM
are exercisable at any time for a period determined by its directors which shall be
less than ten years from the date of grant. The exercise price (subject to adjustment
as provided therein) of the option is the highest of (i) the nominal value of the
shares; (i) 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 of the
options. No share option under the DHK Option Scheme was granted by
DIGITALHONGKONG.COM since its adoption.
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32.

fE

32. RESERVES

Capital Accu-

Share  Dividend redemption General Capital  Goodwill Merger Translation  mulated
premium reserve reserve reserve reserve reserve reserve reserve profits Total
RAEE RERE EAEERE —REE EXGE HERR AbiEE BERR 2R a8

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TER TER T T TiExn TiExn TiExn T TER TER

THE GROUP
¥ At 1 July 2002 320,577 14,245 50 1,366,003 105,495 (396,184) 8,358 3,756 1,462,786 2,885,086
RTIRARETRA
FEEZEE Premium arising from issue of shares
- RAABRES - on conversion of convertible bonds 17,460 - - - - - - - - 17,460
—{ERBAEHRAZRE - as consideration to acquire an investment
in securities 62,700 - - - - - - - - 62,700
~ IR AR - on exercise of warrants 4,618 - - - - - - - - 4618
—DRARKE - on distribution of scrip dividend 11,815 - - - - - - - - 11,815
EREMNEH2BERE  Exchange difference arising on
MEEZERZER translation of operations outside Hong Kong - - - - - - - (4,015) - (4,015)
RERMF Net profit for the year - - - - - - - - 191,247 191,247
TEERE Dividends for the year
- LEEZARER - underprovision in prior year - 243 - - - - - - (243) -
—hEkRE - interim - 10,089 - - - - - - (10,089) -
-KERE - final = 17,272 = - - - - - (17.272) -
BIRERS Dividends paid = (11,482) = = = - - - - (11,482)
BRERE Issue of shares as scrip dividend - (13,095) - - - - - - - (13,095)
ZFAAZHER
F+A-H At 30 June 2003 and 1 July 2003 417170 17,272 50 1,366,003 105,495 (396,184) 8,358 (259) 1,626,429 3,144,334
BT SIRE TR
FELZEE Premium arising from issue of shares
—RAARRES - on conversion of convertible bonds 49,288 - - - - - - - - 49,288
—fERBAZESREZRE - asconsideration to acquire an investment
in securities 165,000 - - - - - - - - 165,000
S - on exercise of warrants 116,405 - - - - - - - - 116,405
-AERARRE - on distribution of scrip dividend 14129 - - - - - - - - 14,129
-RERR - on placements of shares 395,513 - - - - - - - - 395,513
EERNBERRX Expenses paid on placements of shares (21,943) - - - - - - - - (21,943)
REEMSNEHZEERE  Exchange difference arising on
FELZERZR translation of operations outside Hong Kong - - - - - - - (4,904) - (4,904)
REELF Net profit for the year - - - - - - - - 296,550 296,550
TEERS Dividends for the year
-TEEZTRER - underprovision in prior year - 7,891 - - - - - - (7891) -
—-hERE - interim - 15,456 - - - - - - (15,456) -
-RERS - final - 31957 - - - - - - (31,957) -
BIRERS Dividends paid - (25,530) - - - - - - - (25,530)
BEORERN Issue of shares as scrip dividend - (15,089) - - - - - - - (15,089)
R-BEMFAA=1A At 30 June 2004 1,135,562 31,957 50 1,366,003 105,495  (396,184) 8,358 (5,163) 1,867,675 4,113,753
ATFIRAEE: Attributable to:
FAAREMBAA The Company and its subsidiaries 1,135,562 31,957 50 1,366,003 105,495 (396,184) 8,358 (5,163) 1,867,675 4,113,753
BERF An associate - - - - - - - - - -
1,135,562 31,957 50 1,366,003 105,495 (396,184) 8,358 (5,163) 1,867,675 4,113,753

ARBRAEEZ —REFBBHRAR
AER2 BT ZBNEE (R_FF =
FREREE VBT BREE5RA
PER— BB T Z D & BFHE) T E
EzFEE A RAE-ZTE-_FFHEAEAD
ABREARS BR2.48 T

AEBZAHRBEN NN _FET
SEEHEMELEZFE-

The general reserve of the Company and the Group represents the reserve 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.
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32. f#HE—& 32. RESERVES - Continued

AEBZBEABRBEEZEBAAR R
BRRZ R B MBIEER 2T &

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

TZWNBARI 2 AIRFTES 2 &8 profits.
Capital
Share Dividend General  redemption Special Accumulated
premium reserve reserve reserve reserve profits Total
ReEE RERE -RREE ELEORE BEIRE iR g
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TR TR TiEn TR TR TiEn
| THE COMPANY
R=ET-F+A-A At T July 2002 320,577 14,245 1,366,003 50 107,947 65911 1,874,733
AT RE m TR
FEE 2 Premium arising from issue of shares
- HRTERES - on conversion of convertible bonds 17,460 - - - - - 17,460
-fEABABAREZRE - as consideration to acquire an investment
in securities 62,700 - - - - - 62,700
oL ELCE - on exercise of warrants 4,618 - - - - - 4,618
—MRABRKE - on distribution of scrip dividend 11815 - - - - - 11815
REREFA Net profit for the year - - - - - 14,204 14,204
REERE Dividends for the year
- FERZTRER - underprovision in prior years - 243 - - - (243) -
-hERE - interim - 10,089 - - - (10,089) -
-RBKE - final - 17272 - - - (17.272) -
BRERE Dividends paid - (11,482) - - - - (11,482)
BARERR Issue of shares as scrip dividend - (13,095) - - - - (13,095)
/\i = /7\)5! E+ E
R=ET=%tA-R At 30 June 2003 and 1 July 2003 47170 17272 1,366,003 50 107,947 52,601 1,961,043
AT RE m TR
FEEZEE Premium arising from issue of shares
- HRTERES - on conversion of convertible bonds 49,288 - - - - - 49,288
-fFREAESREL - as consideration to acquire an investment
RE in securities 165,000 - 165,000
oL ELCE - on exercise of warrants 116,405 - 116,405
—MRABRKE - on distribution of scrip dividend 14,129 - 14129
-RERD - on placements of shares 395,513 - 395,513
RERHENZFX Expense paid on placements of shares (21,943) - (21943)
REREA Net profit for the year - 28,998 28,998
REERE Dividends for the year
- LER AR RE - underprovision in prior years - (7891) -
—-hERE - interim - (15,456) -
—-R#RE - final - (31,957) -
Bk S Dividends paid - - (25,530)
BRekm Issue of shares as scrip dividend - - (15,089)
W-EEMERA=+A At 30 June 2004 1,135,562 26,295 2,667,814

NN ol S DR =R NN I g
Champion (Cook Islands) Limited 2 KTT
(Cook Islands) LimitedZ {7 & B ' %% %
AR Z B ERE R E MR L TE R

MBETZARARRDEEMRE R 2=

e

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.
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2004 2003
—sEmE —2T=4f
HKS$’000 HK$'000
FER FHT

BEHEEEFE: Net assets disposed of:
BARIRE Investments in securities - 725
FEWE 5 R E AR Trade and other receivables 221 4,683
JERHE 5 F E At BR X Trade and other payables - (4,500)
221 908
HEREB QR 2 W (1) Gain (loss) on disposal of subsidiaries 60 (752)
281 156

AR Satisfied by:

Re Cash 281 156

FR EHENBRARAAREER 2 &%
REMEFEBERAE,461,0008 T (=
TE=4:122,966,000/87T) MAEE
ZREARERE R664,0008T (ZEE
=F:8\) mMEEReRENEERE
%ﬁo

AEEDHENBARAREB 2%
BHEXR6,0008 L (ZEE=4F:
437,839,000/ 70) * WA ANF [E 85 R AL
F1797,0008 T (ZEZ =4:79,361,000
HBIL) °

RHEMBARA HERRZEKHE
ETHMEERQAF-

During the year, the subsidiaries disposed of contributed HK$1,461,000 (2003:
HK$122,966,000) to the Group’s net operating cash flows, HK$664,000 (2003: nil) to
the Group'’s financing cash flows and had insignificant investing cash flows.

The subsidiaries disposed of in the current year contributed HK$6,000 (2003:
HK$437,839,000) to the Group's turnover and made a net profit for the year amounting
to HK$797,000 (2003: HK$79,361,000).

Prior to the disposal of the subsidiaries, operations of the subsidiaries were transferred
to other group companies.
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34.

35.

36.

TEHFRERF

RAFE AEBEBYE=HEIN%S
EWwZ BAEERLEEAR
593,832,000 T2 & TR R BLE 2
HERTEREEERAG ERER-
AEBCEESUHSEREZERAR LR
20007 IRARE TR - W FIRBHIRE 2R F
{B519,089,0008 L VIR BT L SR E
EHE 874,743,000 TS 2E S
mMEMMEE -FRN - AR KKE
175,000,000/ 7L B New AtlanticE B
TTRRA 150 % - R E T AR R1.757%8
T Z B 317100,000,0000% N A T &A%
HEIATZROZ T -FA AEEH
BYBE=ZFI—HipH NERE
55,994,000 T ANEBERE FREIR
BrRmEE FRE® AEEISF
Ever Choice Investments Limited 13% 2
BAESE R_ZEE=F AEEEET
F=AFRINZEBGE DR ARRE
426,166,000 7T %2 395,176,00078 7T %
AEBRETEFHEEE REMIER
ZRREERTERIREERAR R
R AEERGUHSEREERARS
BOR200BAES R_ET=F K
AT LAKE68,400,00058 TTUEE4GT Inc.
BETRA 150 2 #e RENEER
1.278 7L 2 [B1%¥1757,000,000f AN 2 7]
EREEINETZRNIN -RZTT
—FE AEERENLEERT8,0008 T
ZEERHAEVHI L R ERER

RERREEBZERDIN

34. MAJOR NON-CASH TRANSACTIONS

During the year, the Group entered into various agreements with independent third
parties to transfer the Group’s interest in certain systems and networks with an aggregate
carrying value of HK$593,832,000 to various investment holding companies and in return
obtained equity interests of less than 20% in each of these investment holding companies.
The fair values of these investments in securities of HK$519,089,000 were estimated
based on expected cash flows projection from such investments resulting in a loss on
disposal of HK$74,743,000. During the year, the Company acquired a 15% interest in
the issued share capital of New Atlantic at a consideration of HK$175,000,000 which
was satisfied by the issue of 100,000,000 shares of HK$0.1 each in the Company at a
price of HK$1.75 per share. During the year, the Group entered into an agreement with
an independent third party for the assignment of the Group’s interest in an e-commerce
project for a total consideration of HK$55,994,000 and in return obtained equity interest
of 13% in Ever Choice Investments Limited. In 2003, 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. In 2003, the Company acquired a 15% interest in the
issued 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. In 2003, the Group entered into finance lease arrangements in respect of
assets with a total capital value of HK$78,000 at the inception of the leases.

35. ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS

2004 2003
—EENE ZET=F
HKS$’000 HK$'000
FER FHT
FR-RITEFERES Deposits, bank balances and cash 719,256 573,142
RITEX Bank overdrafts (50) (83,197)
719,206 489,945
HREE 36. CONTINGENT LIABILITIES
THE COMPANY
2004 2003
—zEmE —EE=f
HKS$’000 HK$'000
FERT FHET
BB AR 2 Guarantees given to banks in respect of credit
i ERITVEH 2 B 1R facilities granted to subsidiaries 249,300 195,800

AEEREEH
(=

&

AREERNEARAR

The Group did not have any significant contingent liabilities at the balance sheet date.

/1
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ME BERRELERR

THE GROUP
rEH
2004 2003
—B2NF —BE=F
HKS$’000 HK$'000
THET THET

Capital expenditure in respect of

THE COMPANY
RAF
2004 2003
“BENEF —EBET=F
HKS$’000 HK$'000
THERT FHET

R84k 7 ERREL property, plant and equipment
and systems and networks:
Bl &ERE Contracted for but not provided in
g mERBE the financial statements - 42,900 - -
EREERTAED Authorised but not contracted for 319,897 180,306 - =
319,897 223,206 - -
AEBMEREBEA The Group as lessee

REER AEBEZAEHERYER
BBERRB 2T EHECEHEERRE
Nz BERENRBZERBERWT

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
rEE
2004 2003
—ETWF —ET=F
Machinery Machinery
Land and and Land and and
buildings equipment buildings equipment
T REF HBERRE T T HER R
HK$’000 HK$’000 HK$'000 HK$'000
FTET FTET FHT FHT
KEAEER: Operating leases which expire:
—FR Within one year 981 328 2,134 2,753
F_EERF
(HEEMEREEAN) In the second to fifth years inclusive 2,919 5,733 5,427 3,599
3,900 6,061 7,561 6,352

KpEk s FORESFHA—EHF.
MBS R —EMF 2 FHFRHER -

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.
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FEBEREBEA—E

REER ARBZEERERMEZ
AR GHEEEHEAREN 2 HERK
NRBZERERWT

The Group as lessee - Continued

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
KA
2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
TET FHT
KEREER Operating leases which expire:
—FR Within one year 638 638
EZRZERF
(BERMEBEERN) In the second to fifth years inclusive 426 1,064
1,064 1,702
AEEERERAA The Group as lessor

REE R REE 2 BE RS
BB RS 2T 2 & 0 2 B EAE
RaT:

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

2004 2003

—EEWF —TT=F

HKS$’000 HK$'000

FTERT FHET

—FR Within one year 11,315 8,489
F_EERF (BEMEF In the second to fifth year inclusive

BIEEA) 18,531 14,825

RAF% After five years 1,737 799

31,583 24,113
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FR AARREMBAR (BREREE During the year, the Company and its subsidiaries other than the Kantone Group and
REBEEEEIN) CREBREERK the DIGITALHK Group had the following transactions with the Kantone Group and the
BEBEBETTIRS: DIGITALHK Group:
2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
TET FET
REBEEETZRBEH Nature of transactions with the Kantone Group
WEREBERHAE Fees received for the provision of office premises and
HXBREERE2ER facilities, and management services 100 1,440
B A (0T 2 B3 4 Purchases of pagers and equipment 42 47
HEBMEM Sales of telecommunications equipment 169 -
IERGMAREERFHERTER These transactions were carried out after negotiation between the Group and respective
BET - BEEERKAMMBE  HAERE related companies. The purchases and sales were determined on a cost plus basis. The
E-BBERARAEREZEREER fees received for the provisions of office premises and facilities, and management services
BATWE 2 B A IR — LIS E were in accordance with the management agreement entered into with Kantone dated
ZAZTHHEBRIVZER B (B 20 December 1996, which was renewed on 1 December 1999, 29 November 2002 and
R—ANANFE+=ZA—B - ZFTZT=F 1 November 2003 as well as other management agreements, which lapsed during the

+—AZtNAhBR=F F+—A— year, entered into with subsidiaries of Kantone dated 2 July 2002.
HEE UERRBER-_ZTZ_FtH=
HERE R B RRI 2 E At E IR

BZHREZM e
2004 2003
—ETNF —ET=F
HKS$’000 HK$'000
FTERT FHET
RYBEEEE Nature of transactions with the
ET2ZRBZER DIGITALHK Group
ENELE FERRME Registration fee, annual fee and technical fee paid 884 945
BWITEHRE Administration fees received 960 960
ENREEDHAARESZTZ2RILER The service fees paid were charged with reference to comparable market prices as
ZTEmMEE M8 ATTHES0,000%8 determined by the directors of the Company while the administration fees were charged
TL(ZZTZT=4:80,00087T) HIREAR at a monthly fee of HK$80,000 (2003: HK$80,000) pursuant to a management agreement
ANRIEHE BB L2 B E =K entered into between the Company and DIGITALHONGKONG.COM.

HXe
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40. T EZMBE A A 40. PRINCIPAL SUBSIDIARIES

RZZETWHFANA=1+H RAFEE Details of the Company’s principal subsidiaries at 30 June 2004 are as follows:

BMBARZFHENT:

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
A EATEEZ
DRER mE B ERTRAEE ERTRAEE TEXEH
100BESTSHOP.COM Limited Hong Kong Ordinary - HK$2 100% Provision of e-shopping and
£ LR — 28T internet-based activities
RESTENMREHARE
Champion (Cook Islands) Cook Islands Ordinary - HK$1 100% Investment holding
Limited * ERES L — 18T REER
Champion Consortium British Virgin Ordinary - US$1 100% Strategic investment
Limited Islands/PRC TAR-1ET REGHIRE
EBHEARES/
A
Champion Fax Machine British Virgin Ordinary - US$1 100% Strategic investment
Investments Limited Islands/PRC TAR-1ET REGMIRE
KEgRARES/
EP
Champion International British Virgin Ordinary - US$50,000 100% Strategic investments and
Investments Limited Islands/PRC LBk —50,0003% 7T investment in
RBEBREE/ telecommunications
el networks and
€-commerce projects
RBUERERREEAB/E
REFHEREB
Champion Luck International Hong Kong Ordinary - HK$2 100% Property investment
Limited £ LR — 28T MERE
BREBERARDA
Champion Million Industries Hong Kong Ordinary - HK$2 100% Property investment
Limited B Tk -2 MERE
HEEXARLDA
Champion Pacific Investment Hong Kong Ordinary - HK$2 100% Property investment
Limited £ LR — 28T MERE
BHRERRDA
Champion Technology Limited Hong Kong Ordinary - HK$1,000 100% Sales of general systems
BEMRERAQF N6 Deferred - HK$1,000,000 products and provision

@A —1,0004 7T
PEFEAY —1,000,00078 T

of services and software
licensing

HE —REGEMRRHRS
RGNS
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40. T EMBE LA E & 40. PRINCIPAL SUBSIDIARIES - Continued

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
KL ADRELZ
DNEER REE ERTRAEE ERTRAEE TEXEK
Champnet Limited Hong Kong Ordinary - HK$2 100% Internet business
BERERRLDA £ L — 28T GEET
Chief Champion Limited Hong Kong Ordinary - HK$1,000 100% Property investment
TE2ERAF £ Deferred - HK$10,000 MERE
@R —1,0008 T
IEIERR — 10,000 7T
Chinese Paging Company Hong Kong Ordinary - HK$1,000 100% Paging operations
Limited N Deferred - HK$2,000,000 EFER
X EMER AT E@A—1,0008 7T
IRIEAR — 2,000,000/ 7T
Chinese Science & Technology Hong Kong Ordinary - HK$2 100% Internet business
Limited N Tk —28TT LSS
PXRERERAF
Cyber Solutions Inc. Samoa Ordinary - US$1 100% Internet business
EEGDHS T@ER—1ET EEE
DIGITALHONGKONG.COM British Virgin Ordinary - US$1 78% Provision of an e-Commerce
INC. Islands TAR-1ET platform for payment
ABEBARES process for global business
RERRAREEFHENRK
BEFTAE
DIGITALHONGKONG.COM * Cayman Islands Ordinary - HK$15,000,000 78% Investment holding
HHE L HEHE @Ak —15,000,00078 7T REERR
DIGITAL COMMERCE LIMITED ~ Hong Kong Ordinary - HK$2 78% Provision of an e-Commerce
£ LR — 28T platform and evaluation of
e-Commerce opportunities
RUBFHET A KT
BFHEEE
Digital Hong Kong Limited Hong Kong Ordinary - HK$2 78% Provision of an e-Commerce
HHEERBRERAF 9 L@k —28 T platform for payment
process for retail customers
and e-mall based in
Hong Kong
REERFPRINBEBREN
ZETHSRHEFHE
RFEFF A
Eagle Landmark Limited British Virgin Ordinary - US$1 100% Provision of treasury services
Islands TAR-1ET REMBRS

RREBRES
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40. T EMBE LA E & 40. PRINCIPAL SUBSIDIARIES - Continued

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
3 EATEEZ
DRER mEm B ERTRAEE ERTRAEE TEXEH
ESP International Group Hong Kong Ordinary - HK$2 100% Advertising and recruitment
Limited B LA — 28T agency
ESPEIREREBER A A BEERBERERA
Happy Commercial Company Macau Ordinary - MOP25,000 100% Provision of documentation
Limited RF LR — 25,0000 P services and arrangement
EXERAT and business consultant
RS IR K
ZHREEEMHE
Happy Union Development Hong Kong Ordinary - HK$2 100% Property investment
Limited B TER—28T MERE
BHERARDA . )
Harilela Kantone Hong Kong Ordinary - HK$10,000 55% Investment in
Telecommunications Limited N A% —10,0004 T telecommunications
networks
REE A4
High Win Limited British Virgin Ordinary - US$1 100% Investment holding and
Islands LA — 13T strategic investments
ABEBRRHES REZBREKBILRE
Hong Kong IT Alliance Limited Hong Kong Ordinary - HK$2 100% Information technology
BEREMREEEERAR B LA — 28T development
BREMBHR
Hydro-Cable Limited British Virgin Ordinary - US$1 100% Investment holding
Islands TR —1ET REZR
REERREHS
Internet Vehicles Limited Hong Kong Ordinary - HK$2 100% Provision of internet related
BB ERRAA £ Tk — 28T services
RUEBEBARY
Kannet Limited Hong Kong Ordinary - HK$2 100% Internet operations
FERWEARDA N LR — 28T G
Kantel Limited Hong Kong Ordinary - HK$2 100% Investment in
ABREAEERRDA N LAR—28T telecommunications

networks
REENRBE
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40. T EMBE LA E & 40. PRINCIPAL SUBSIDIARIES - Continued

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
3 ADRELZ
DNEER mEm B ERTRAEE ERTRAEE TEXEK
Kantone Holdings Limited * Cayman Islands Ordinary - HK$230,834,147 57% Investment holding
EREEFRAR" HEHE A% — 230,834,147/ T REERR
Kantone Paging Company Hong Kong Ordinary - HK$1,000 100% Trading of pagers and
Limited O Deferred - HK$2,000,000 provision of paging services
FRTXETFERAR L@k —1,0008 T BB IR E R
IRIEAR — 2,000,000/ 7T
Kantone (UK) Limited United Kingdom Ordinary - £5,500,000 57% Investment holding
e LAk —5,500,0005 85 REZER
Keen Pacific Limited Samoa Ordinary - US$1 57% Provision of treasury service
EETHE TER-1ET R R
Kontone International Limited Hong Kong Ordinary - HK$2 100% Investment holding
EBRERERAF £ L — 28T REER
KTT (Cook Islands) Limited * Cook Islands Ordinary - HK$10,000 100% Investment holding
EREE E@A—10,00087T REERR
Linkit Industries Limited British Virgin Ordinary - US$1 100% Investment in systems
Islands TAR-1ET and networks
ABEBARES RERF KRB
Lucky Success Development Hong Kong Ordinary - HK$2 100% Property investment
Limited £ LR — 28T MERE
ERBERARAT
Lucky Tone Investments Limited Hong Kong Ordinary - HK$2 100% Property investment
HRREARAT B Tk -2 MERE
M.C. Holdings Limited Cayman Islands Ordinary - £5,500,002 57% Investment holding
HERS LAk —5,500,0025 88 REER
Multitone Electronics PLC United Kingdom Ordinary - £3,830,107 57% Investment holding, design
5] LAk —3,830,107 28 and manufacture of
telecommunications
system and equipment
REER Rt REEEA
ES 9327
Multitone Electronics Malaysia Ordinary - MR285,000 57% Manufacture of
Sdn. Bhd. BRAE AR —285,000F KA TE T telecommunications

equipment
EEEMEM
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40. TEMBAT &

Name of company
DNEER

Multiton Elektronik GmbH

Multitone Rentals Limited

New Telecomm Company
Limited
HREAARAF

Peak Vantage Limited

QQKK.COM Limited

Smart Delta Inc.

Smart (Macao Commercial
Offshore) Limited

a8 CRPIBEF 2R
BRAF]

Top Gallop International Limited

Very Happy International
Limited
RERBRARAF

Victory (Macao Commercial
Offshore) Limited

S CRFIBFEERS)
BRARF

40. PRINCIPAL SUBSIDIARIES

Place of
incorporation/
operations
KL
REE

Germany
1=

United Kingdom
=

Hong Kong
B

British Virgin
Islands/Macau
KBHBREE

A

Hong Kong
B

Samoa
EEDHS

Macau
B

British Virgin
Islands
REERREHS

Hong Kong
£

Macau
B

Nominal value
of issued
share capital

ERITRAHE

Ordinary - DM2,000,000
LAY —2,000,0005 572

Ordinary - £100
TR — 1005888

Ordinary - HK$6,000,000
Eimik —6,000,000/8 T

Ordinary - US$1
TR —1ET

Ordinary - HK$2
LW — 28T

Ordinary - US$1
TAR-1ET

Ordinary - MOP100,000
3FHAY—100,000RFF

Ordinary - US$1
TR —1ET

Ordinary - HK$2
L@k —28T

Ordinary - MOP100,000
3FHAY—100,000RFF

Continued

Proportion of
nominal value
of issued share
capital held

by the Company
EATEEZ
ERTRAEE

57%

57%

100%

57%

100%

57%

57%

100%

100%

100%

Principal activities
TEXEK

Distribution of
telecommunications
equipment

S IEEAMEM

Leasing of system products
ZEMEE

Trading in telecommunications
equipment and provision of
related services

BEE BT RREBHRE

Provision of treasury services
RE BUR

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

RUEFHE RPHER
R AR RS

Provision of treasury services
RETBARE

Provision of services, software
licensing and trading of
telecommunications
equipment

RERD BHFTERERE
B2

Investment holding
REZER

Property investment
MERE

Provision of services, software
licensing and trading in
telecommunications
products

RERD BHFTERERE
BiER

79



CHAMPION TECHNOLOGY HOLDINGS LIMITED ANNUAL REPORT 2004

8 O ‘ NOTES TO THE FINANCIAL STATEMENTS BA3§3R & FisE

For the year ended 30 June 2004 #HZE_—FTZWFNA=THILFE

40. TEMBE AR & 40.
Place of
incorporation/

Name of company operations
KL
DNEER REE
Y28.COM Inc. British Virgin
Islands
HBRBARES
Y28.COM Limited Hong Kong
BHEBRAF 9
Y28.Innovations * Cayman Islands
HEHS
Zonal Care Incorporated British Virgin
Islands/Macau
EBHEARES/
- J

Y HAREEERE

mASEFNE 2 LM B QR BIE
IR T 158 AR

(a) MZEARRETM— B KREE
2 A F|#B%5100,000,000,00058 7T
B MZEQRREURE E5EE
ZEFFBRBRE: R

(b) RAREERF FZARZEBR
BEARZBSRTES REE
100,000,000,000/8 7014 * B 3% A A
ZRIBEEPERERERATITZ
B T A 2 B AR

ERFFIZARBMBRRIDEERR
BESU R AR R EE 0 AR SR B AN 2 EAm s A
BEREEFEEERDBOZMBAF-
EERA MBEMHBRRZFE—
HEH - Alg < BRHBR TR

ENBLAAR_ETNERA=+THSK
F R EE BAERERE S

PRINCIPAL SUBSIDIARIES - Continued

Proportion of
nominal value

Nominal value of issued share
of issued capital held
share capital by the Company Principal activities
EATEEZ
ERTRAEE ERTRAEE TEXEH
Ordinary - US$1 100% Provision of e-commerce,
TAR-1ET m-commerce and internet
based activities
RESTHE RPIHER
BEERRRSG
Ordinary - HK$2 100% Provision of e-commerce
LR — 28T m-commerce and internet
based activities
RESTHE RPIHER
BEERRRSG
Ordinary - HK$0.1 100% Provision of e-commerce,
@B —0.18TT m-commerce, and internet
based activities
RESFHE RPIHER
BEERRRYG
Ordinary - US$2 57% Strategic investments and
L@AR—2%T investments in e-Commerce
projects

REUERERREETHERE
* Directly held by the Company

The deferred shares, which are held by the Group, of each of the above-mentioned
subsidiaries entitled the holders thereof to:

(@) afixed 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

(b) onawinding-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 2004 or at any
time during the year.
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41.

42.

HHEHBRZEE 41. POST BALANCE SHEET EVENT

RZZZEWNFE+AZ+—H ARAE On 21 October 2004, the directors of the Company propose a bonus issue of new
FREBEITANFRRER LAREN warrants to subscribe for shares of the Company equal to 20% of the number of shares
ERARANR_ZETRF_ANBEE of HK$0.10 each of the Company (“Shares™) in issue on 8 February 2005, less the
TEREME.10ETRMN20% 28 E 2 number of Shares issuable under the outstanding CSFB Subscription Rights (as defined
fefn (TH-f7 1) RN —ZZRE A below) on 8 February 2005 (“New Warrants™) to the shareholders of the Company (the
NBRE R ARITE 2 CSFBRIEHE (& “Bonus Issue™).

BTx) ([#RREE]) AlmALRa k&

RETZRMEE ([AFEFT]) -

AR EFIZE B H - R AR HRITHE () As at the date of this report, the Company has outstanding (a) warrants which
REHERN_ZTZTAF_A+AERZ subscription period will expire on 7 February 2005; and (b) subscription rights granted
AR & (b)#X T Credit Suisse First to Credit Suisse First Boston (Hong Kong) Limited to subscribe for (i) 4,949,905 Shares
Boston (Hong Kong) Limited Z sR &% # - at HK$2.3635 per Share; and (ii) 5,881,515 Shares at HK$1.98 per Share, until 22 May
LREZZZTAFAA=-TZHOIKR 2005 (“CSFB Subscription Rights”).

Eh%2.36358 TLRE4,949,905 A A% 17 ;

R ()R &% 1.9878 LR RE5,881,5150% %

3 ([CSFBREEMRE] ) °

RBREZFEASEZHERET BTH The New Warrants will be issued in registered form entitling their holders to subscribe
FiB AERR I RIREE 2 817 B 8te for shares of the Company at any time for a period of one year from the date of issue
- FARNEAERREARRQRRD thereof (which shall be after the expiry of the existing warrants of the Company on 7
RREEZHITEHBRNARRZRE February 2005).

RBEFE_TTAF_AtABE®RZ

&

AFBATAFERREN AR BREFFE KR The Bonus Issue is conditional upon the approval of shareholders at a general meeting
gE#E URBRAEMZEESH A of the Company and the Listing Committee of the Stock Exchange granting listings of
FrRixiEE RATEMREEm ST and permission to deal in the New Warrants and the Shares that fall to be issued on the
BITZRD ETREERR HA#ET exercise of the subscription rights thereunder.

e EF 42. COMPARATIVE FIGURES

RABBRZETUBBFETENS
MU EREE 22577 -FE W0
T

Certain comparative figures for the consolidated income statement have been reclassified
to conform with the current year’s presentation. Details are set out as follows:

As previously As
reported Reclassification restated
KRI2 ENSE 5l
HK$'000 HK$'000 HK$'000
FHET FHET FHT
FEBER Consolidated income statement
EHEE Turnover 1,851,848 22,544 1,874,392
HAb LU Other operating income 42,949 (22,544) 20,405
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