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GENERAL

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

The Company is an investment holding company. Its subsidiaries are principally engaged
in sales of general systems products, provision of services and software licensing, leasing
of systems products, investments in 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 Group
made up to 30 June each year.

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

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

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

Goodwill arising on acquisition after 1 July 2001 is capitalised and amortised on a straight
line basis over its economic useful life. Goodwill arising on the acquisition of subsidiaries
is presented separately in the balance sheet.

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

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

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

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

Income from certain investments in securities where the Group is contracted to receive
a pre-determined minimum sum over a period of time is allocated to accounting periods
so as the reflect a constant periodic rate of return on the net investment in these
investments.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
Property, plant and equipment

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

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

Freehold land Nil
Leasehold land and buildings Over the shorter of the remaining
unexpired terms of the relevant
leases or 50 years
Plant and machinery and 10% - 50%
telecommunications networks

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

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

Leases

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

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

Investments in subsidiaries
Investments in subsidiaries are included in the balance sheet of the Company at carrying

value, less any identified impairment loss. Results of subsidiaries are accounted for by
the Company on the basis of dividends received or receivable during the year.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
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);

it is probable that the asset created will generate future economic benefits; and

the development cost of the asset can be measured reliably.

Development cost that cannot fullfil the above conditions is recognised as an expense
in the period in which it is incurred. Systems and networks that fullfil the above conditions
are amortised on a straight line basis over their estimated useful lives, subject to a
maximum of five years.

Investments in e-commerce projects

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

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

Investments in securities

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

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

Investment securities, which are securities held for an identified long term strategic
purpose, are measured at subsequent reporting dates at cost, as reduced by any
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.
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SIGNIFICANT ACCOUNTING POLICIES - Continued
Investments in securities - Continued

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

Inventories

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

Taxation

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.

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, 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.
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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.

Research and development costs

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

Foreign currencies

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

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

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

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

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

TURNOVER AND SEGMENT INFORMATION

Turnover represents the net amounts received and receivable for goods sold and services
provided by the Group to outside customers, licensing fees received and receivable and
distributions/dividend received and receivable from the Group’s investments in e-
commerce projects and strategic investments during the year.
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(a) Business segments

TURNOVER AND SEGMENT INFORMATION - Continued

For management purposes, the Group is currently organised into five main operating
business - sales of general systems products, provision of services and software
licensing, leasing of systems products, investments in 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.

BERZREEE.
Sales of Provision of
general services and Leasing of  Investments in
systems software systems  e-commerce Strategic
products licensing products projects investments  Consolidated
HE-R RERBR BERG ETHE
FBER BHGHE Em BEZRE RHiRE &4
HK§'000 HK$'000 HK$'000 HK$'000 HK§'000 HK§'000
TR TR T TR TR TR
BE-BEME Year ended 30 June 2004

ARZTHLEE
EXE TURNOVER
HOHEGIMA External and total revenue 683,483 308,454 17353 5350 - 1,014,640
£ RESULTS
PERE Segment result 43,537 118,146 8,253 (8,116) - 161,820
FIEHA Interest income 4971
AARRFRR Unallocated corporate expenses (2,098)
B2EH Profit from operations 164,693
HENEA RN Gain on disposal of a subsidiary 18
BB A Finance costs (9,502)
BT Profit before taxation 155,209
b Taxation (257)
Rt D BRRER 2 A H Profit before minority interests 154,952
PERRER Minority interests (85)
REFMH Net profit for the year 154,867
RZBEMEAA=TH As at 30 June 2004
i1 ASSETS
HREE Segment assets 668,270 85,633 12,140 97092 122,296 985,431
AARAFEE Unallocated corporate assets 78,966
GRUEE Consolidated total assets 1,064,397
aff LIABILITIES
PEEE Segment liabilities 112,300 27,092 11816 - - 151,208
AARAFAE Unallocated corporate liabilties 86,049
GRERE Consolidated total liabilties 237,257
EthER OTHER INFORMATION
nE BERSEL Capital additions of property,

BARE plant and equipment 5,382 1322 566 - - 7270
Be v ARRE Capital additions of deposits 136,500 - - - - 136,500
ZORBHE AR Capital addtions of systems

NE and networks 132,600 = = = = 132,600
WERES Depreciation and amortisation 11,692 86,254 4,479 - - 102,425
HEZGRABE 2 BR Loss on disposal of systems and networks - 36,091 - - - 36,091
HENE BERERE Loss on disposal of property,

ZER plant and equipment 9 - - - - 93
HEFHEEEFER Impairment loss recognised for

ZABES interest in e-commerce projects - - - 12,749 - 12,749
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4, EXBRISBER & 4. TURNOVER AND SEGMENT INFORMATION - Continued

(a) ¥¥58 & (a) Business segments - Continued

Sales of Provision of
general  services and Leasing of  Investments in
systems software systems  e-commerce
products licensing products projects  Consolidated
HE—K AR & HEZRG BEFHE
REER BT Efm HEZRE A
HK$'000 HK§'000 HK$'000 HK$'000 HK$'000
Tix THET THET Tix TiHx
HE2-TZ2=F Year ended 30 June 2003
NA=THIEFE
BXE TURNOVER
HIMHE LR External and total revenue 618,906 171,980 17609 6,240 814,735
£ | RESULTS
PEEE Segment result 39,826 72,401 11,084 (2,661) 120,650
FEMA Interest income 3,875
APEARIAZL Unallocated corporate expenses a7
BEEA Profit from operations 124,348
HENB A AN E Gain on disposal of subsidiaries 156
BERSY AX Finance costs (13,493)
BR B0 A4 A Profit before taxation 111,011
A Taxation (661)
Rt DERR 5 2 5 A Profit before minority interests 110,350
PYRFE R Minority interests (10)
REZHF Net profit for the year 110,340
RZZT=F/ A=+A As at 30 June 2003
&E ASSETS
PEEE Segment assets 282,322 490,946 13,038 154,747 941,053
APEDAEE Unallocated corporate assets 81,619
BABEAE Consolidated total assets 1,022,672
=L LIABILITIES
PHAE Segment liabilities 104,083 24,824 11,866 - 140,773
APEDAAR Unallocated corporate liabilities 189,733
GeEf Consolidated total liabilities 330,506
HibgH OTHER INFORMATION
NE-BERZEZ Capital additions of property, plant
BARE and equipment 3,763 938 1,287 - 5988
}ﬁzmm Capital additions of deposits - 39,000 - - 39,000
GRABEERRE Capital additions of systems and networks - 78,000 - - 78,000
Tﬁ%‘&%ﬁﬁ Depreciation and amortisation 19,394 59,032 5,986 27173 111,585
HEME BiE R G Gain on disposal of property, plant
Pl 6 and equipment 2 - - - 2
HEEFHEREER Gain on disposal of interest in
Pl 6 e-commerce projects - - - 33,723 33,723
REFHEEERER Impairment loss recognised for
ZREER interest in e-commerce projects - - - 15,345 15,345
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4.

ERERDEAH

(b) WESHE

0)

(i)

4. TURNOVER AND SEGMENT INFORMATION - Continued
(b) Geographical segments
TRETI AR E B R E TS () The following table provides an analysis of the Group’s revenue by geographical
E D 2 WADIT (TR E M market, irrespective of the origin of the goods/services:
AR 2 SRRHE)
Revenue by Profit
geographical segment from operations
RitED EE D2 WA RERF
Year ended 30 June Year ended 30 June
BEXAZTHLEE BEXNAZTHLEEFE
2004 2003 2004 2003
—BENE —EFF= —ETNE —EBE=
HK$’000 HK$'000 HKS$’000 HK$'000
FTET FHET FExT FHT
I ARAFE- People’s Republic of China,
BEEER including Hong Kong and
JERPS Macau 652,369 526,450 113,342 72,244
BOM Europe 282,276 240,270 41,235 16,070
HAth Others 79,995 48,015 10,116 36,034
RE KRR Consolidated total 1,014,640 814,735 164,693 124,348
TRETI AR E E R =T 5 (i) The following is an analysis of the carrying amount of segment assets, and
oz o BREEREMBE AR capital additions to property, plant and equipment, systems and networks,
ME- -BERZE ZHRE interest in e-commerce projects and strategic investments in advanced
HEFHEEHERERERR technology product development companies, analysed by the geographical
= RHRE m A # QR 2 R location to which the assets are located:
MREZEBERRENIT:
Carrying amount
of segment assets Capital additions
SEEEZEREE BEXRE
30.6.2004 30.6.2003 30.6.2004 30.6.2003
—EEWF —ET=F —EENF —TT=F
NA=t+H ~NA=+H ANA=1+H ~NA=+H
HK$’000 HK$'000 HKS$’000 HK$'000
FTERT FH&T FTER FHET
I ARAFE- People’s Republic of China,
BEEER including Hong Kong and
JERPS Macau 453,562 728,135 132,630 78,010
BOM Europe 137,759 141,293 6,465 4,581
Hith Others 473,076 153,244 137,275 40,397
A B Consolidated total 1,064,397 1,022,672 276,370 122,988
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5. HKE WA

AEWA4,971,0008T (T =4
3,875,000/ 7T) Jh %I AE A A A

6. HERGRAKZER

FANAREEGHEBEMEA158,387,000
BIRETERRPGE 2 RSB RES
REEEBR AR WG FHEER
REIZBRAESERBB R WEFEHE
&2 NFEE122,296,000/8 7T JHiLTAE
HREAZSEREZREREMMG &
B & §51836,091,0008 7T

7. RERA

A=+tRLFE

5. OTHER OPERATING INCOME

Included in other operating income is interest income of HK$4,971,000 (2003:
HK$3,875,000).

6. LOSS ON DISPOSAL OF SYSTEMS AND NETWORKS

During the year, the Group transferred its interest in certain systems and networks with
an aggregate carrying value of HK$158,387.000 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$122,296,000 were estimated based on
expected cash flows projection from such investments resulting in a loss on disposal of
HK$36,091,000.

7. PROFIT FROM OPERATIONS

2004 2003
—ETNF —TT=F
HKS$’000 HK$'000
FER FHT
KRB R Profit from operations has been arrived at after charging:
EEMS (M) Directors’ remuneration (Note) 179 1,808
N Staff costs 81,292 77984
ERRZEEEE Actuarial losses recognised 446 -
RIKTEFIET B LK Retirement benefit scheme contribution 3,634 5,504
B TR A4 %E Total staff costs 85,551 85,296
REFHERE 2RE 2 #H Amortisation of investments in e-commerce projects - 27,173
R s 2 B8 Amortisation of systems and networks 83,330 55,281
ME -BERZBEZFTER Depreciation and amortisation of property, plant and
iy equipment
BEEE Owned assets 19,029 27,985
MERSEE Assets under finance leases 66 1,146
EREHEE Total depreciation and amortisation 102,425 111,585
ZE R & Auditors’ remuneration 1,820 1,487
BRFE KA Cost of inventories recognised 553,173 367,635
HEYE WE RREZEE Loss on disposal of property, plant and equipment 93 =
RBEEHEEN 2 HEHES Minimum lease payments paid under operating leases
BIE: in respect of:
HEmE Rented premises 2,181 2,054
B R R A Machinery and equipment 1,546 5,451
REGFA: and after crediting:
HEKSEREEMEHEHSKBA Rental income from leasing of machinery and equipment 4,047 17,609
HEYE  WE KRR E 2 s Gain on disposal of property, plant and equipment - 2
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7. RERAN & 7. PROFIT FROM OPERATIONS - Continued
Bt 5 - Note:
ERESRESHMe2ER Information regarding directors’ and employees’ emoluments
2004 2003
—eEnE —TE=
HKS$’000 HK$'000
FER FAT
= Directors
BIUERITEF2HS Fees to independent non-executive directors 59 40
HITEFTZHMMS Other emoluments to executive directors:
HeRHEAMER Salaries and other benefits 114 1,408
IRORTE R E 3R Retirement benefit scheme contribution 6 360
179 1,808

EEZMEN T THHE:

#—1,000,000/8 7T
1,500,001/ 7T — 2,000,000 7T

Emoluments of the directors were within the following bands:

Nil - HK$1,000,000
HK$1,500,001 - HK$2,000,000

Number of director(s)

EEAH
2004 2003
—sETns —FE=f
9 7
= 1

&8

FEBANRSHFALTETLE (ZTF=
F—RER)ARAER MAMNSFBEEHR
REXCAEBRE (ZTT=F 0ER) &K=
FAL (EFARAZEE) ZMESAMT:

Employees

The five highest paid individuals of the Group did not include any directors (2003: one director) of
the Company, details of whose emoluments are set out above. The emoluments of the five (2003:
four) highest paid employees of the Group, not being directors of the Company, are as follows:

2004 2003
—EENF —EE=

HKS$’000 HK$'000

FET FHT

N R E Atn 42 Salaries and other benefits 5,545 4,023
RIERRBERZ EE Performance related incentive payments 68 93
RN FET B Retirement benefit scheme contribution 310 167
5,923 4,283

WEREZMEN T TIIEE:

#—1,000,000/8 7T
1,000,001/ 7T — 1,500,000 7T

Emoluments of these employees were within the following band:

Nil - HK$1,000,000
HK$1,000,001 - HK$1,500,000

Number of employee(s)

EEAB
2004 2003
—sTnE —FE=f
= 1
5 3
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8. BB 8. FINANCE COSTS
2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
FHET FHT
B Interest on
RITREMEE Bank and other borrowings
—RAFNEHEER - wholly repayable within five years 9,207 13,093
—HBARAFANEBHEER - not wholly repayable within five years 175 190
MEREZMBER Finance charges on finance leases 120 210
9,502 13,493
9. IR 9. TAXATION
2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
FHET FHT
MIEX HEE: The charge comprises:
BEBNEH Hong Kong Profits Tax
—AREE - current year 80 36
—BEFEZTREE - underprovision in prior years 6 2
HAh Rl AR 2 FIR Taxation in other jurisdictions 184 475
270 513
EERIE (Mi5E30) Deferred taxation (note 30) (13) 148
257 661
BERFEHR IR E BB 2 Bt R Hong Kong Profits Tax is calculated at 17.5% (2003: 17.5%) on the estimated assessable
wAIR17.50 (ZTT=4F:17.5%) 2 profits derived from Hong Kong. Taxation in other jurisdictions is calculated at the rates
R E - H M RAM R 2 BIIE TR E R prevailing in the respective jurisdictions.
AEMRE B RA B ERTH
ERBERREZ RARRNEE KRB 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 RN B EH subject to Hong Kong Profits Tax and such profit is either exempted or not subject to
R BFEHNEMMEAM AR 2B taxation in any other jurisdictions.
Ho

REFRERIE 2 BR300 Details of deferred taxation for the year are set out in note 30.
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9. BIE-& 9. TAXATION - Continued
REE 2 HIEX M EBR K 6 MR The tax charge for the year can be reconciled to the profit per the income statement as
T follows:
2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
FERT FHET
R F5 B v ) Profit before taxation 155,209 111,011
REBIISTE17.5%E Tax at Hong Kong Profits Tax rate of 17.5%
2R 27,162 19,427
TR EL Ath 510 b [ 7 B4 S0 B B 5K Tax effect of profits exempted or not subject
BERB w2 T2 to taxation in other jurisdictions (25,099) (20,119)
BB A R E b RDE M R A Effect of different tax rates of subsidiaries operating in
ZTRRBERZ 2 other jurisdictions 71 260
BERMEREARIAEE Tax effect on utilisation of tax losses previously not
BB e recognised (661) =
RERRIEB R RIS E Tax effect of tax losses not recognised - 1,813
BAMBE B A2 ]A Tax effect of income not taxable for tax purposes
2B E (358) (58)
TR BB B AR 2 7 2 Tax effect of expenses not deductible for tax purposes
ZHBTE 359 380
BEFEZTNREE Underprovision in prior years 6 2
HAh Others (1,223) (1,044)
REFE 2 HIE Taxation for the year 257 661
10. RE 10. DIVIDENDS
2004 2003
—ETNF —TT=F
HK$’000 HK$'000
FERT FHET
AR B 7 R 2 2 #k Final dividend proposed in scrip form equivalent to
RERR BB E R EAR0.658 1l HKO0.65 cents (2003: HK0.60 cents) per share,
(ZEZ=%:0.6071l) - with a cash option
EERS 15,004 13,326
BB BRI 2 BT Interim dividend paid in scrip form equivalent to
AR BAEERNERR0.60 HK0.60 cents (2003: nil) per share, with a cash option
(ZZZT=F:8) EERS 13,727 -
28,731 13,326

ZETMEERRRERENER=F
THFEFAA=ZFTHZEETR®D
2,308,341,4690% BELEFTH -

The proposed final dividend for 2004 is based on 2,308,341,469 shares in issue at 30

June 2004.
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11.

12.

BRAEF 11. EARNINGS PER SHARE
BEARNABRTDUARNEFEE The calculation of the basic earnings per share is based on the net profit for the year of
154,867,000 L (=TT =4F: HK$154,867,000 (2003: HK$110,340,000) and on the weighted average of
110,340,000/ 7T) R FERE BTG M 2,250,222,684 (2003: 2,220,961,752) shares in issue throughout the year.
EFH202,250,222,684% (ZTT =4
2,220,961,7520%) 5t & -
B EEE & BLEEE H 2 B BT There was no dilution effect on earnings per share as there were no dilutive potential
TR ML SR AR W EE SR 2. ordinary shares in issue in both years.
WE-BERRE 12. PROPERTY, PLANT AND EQUIPMENT
Plant and
machinery and
Land and telecommunications
THE GROUP buildings networks Total
BEREER
e 3| T REF ERA%K st
HK$'000 HK$'000 HK$'000
FHET FET FHET
RAE COosT
RZEE=FtHF—H At 1 July 2003 20,375 314,788 335,163
ER R Currency realignment 1,711 29,118 30,829
NE Additions - 7,270 7,270
HE Disposals - (10,011) (10,011)
RZZETWFEAA=1+H At 30 June 2004 22,086 341,165 363,251
FER DEPRECIATION AND AMORTISATION
R-ZE=F+HF—H At 1 July 2003 4,544 271,778 276,322
ER A Currency realignment 370 26,140 26,510
FREE Provided for the year 225 18,870 19,095
& R Eliminated on disposals - (9,793) (9,793)
RZZETWEA=1H At 30 June 2004 5,139 306,995 312,134
IREFE NET BOOK VALUES
RZZETWFEA=1+H At 30 June 2004 16,947 34,170 51,117
RZBEZT=FA=1+H At 30 June 2003 15,831 43,010 58,841
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12.

13.

ME-BERRE & 12. PROPERTY, PLANT AND EQUIPMENT - Continued
THE GROUP
AEH
2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
FER FHT
REBE 2 MERERREFE The net book values of the Group’s property interests
BIE: comprise:
REB LAIMBR FF A KA Freehold properties held outside Hong Kong
ERZME 15,735 14,671
REBIMEE R E R Properties held outside Hong Kong under long leases
Ok ES 1,212 1,160
16,947 15,831
RRMEHERE 2 HE LR Net book value of plant and machinery and
REMAEE 2 REFE telecommunications networks held under finance leases 871 1,021
AEENKEHETNEE The Group leases equipment to customers on operating
BEMTEF -ABESEMZ lease terms. The net book value of such equipment,
BREDFED BIEERE which is included in plant and machinery and
R REMBEA- telecommunications networks, is as follows:
ZHHIMT
BEEM (EKAE) 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_ZETNFANA=THE@F
EA10,467,0008C (ZET =4
9,524,000 7T) 2 & T Lt RIEFE K
WYRIT EAXEEREZRITHE
ZHER-

MEARZRE

FE LT 2 BRE{E

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.

13. INVESTMENTS IN SUBSIDIARIES

Unlisted shares, at carrying value

THE COMPANY

2004
e L
HK$’000
FER

232,890

AAT
2003
—TT=F
HK$'000
FHT

232,890

SEETIRM Z BREETI AR EBR — L
NAFEEARENBRARKRREEKE
R ZMBARZHEBEEREFE
REE

ARABEEMBARN _ZTMFEN
A=+ B ZFBHEAHRL -

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

group reorganisation in 1996.

Details of the Company'’s principal subsidiaries at 30 June 2004 are set out in note 41.
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14.

15.

P (FEAT) BiY B8 A Rl FKIE
&

/

Gl

>

FFURREER % B R EEEER

3

R—ZBEMENA=+H BREREK
M8 A RIFIH Z 413,854,000 (=&
T =4:13,785,000/87T) * JHE R —MEE
THEAERFRAET —BHWE
A TE4987,822,0008 L (ZET =4
80,423,000/ L) 2 fEE@E -

14. AMOUNTS DUE FROM (TO) SUBSIDIARIES

THE COMPANY

The amounts are unsecured, interest-free and have no fixed repayment terms.

Included in amounts due from subsidiaries at 30 June 2004 is an amount of approximately
HK$13,854,000 (2003: HK$13,785,000) which is subordinated to a bank which granted
credit facilities of approximately HK$87,822,000 (2003: HK$80,423,000) to a subsidiary

during the year.

15. SYSTEMS AND NETWORKS

THE GROUP
rEE
2004 2003
—sENE —TE=%
HKS$’000 HK$'000
FET FHT
MA&E COST
F4 At beginning of the year 417,020 176,328
FRUE Acquired during the year 132,600 78,000
BB Transferred from deposits 39,000 162,692
BAZEHFRKRE Transferred to investments in securities (238,423) -
Fih At end of the year 350,197 417,020
#ey AMORTISATION
F4) At beginning of the year 71,835 16,554
REEBE Provided for the year 83,330 55,281
BAFEFR AR Eliminated on transferred to investments in securities (80,036) -
Fih At end of the year 75,129 71,835
REFE NET BOOK VALUE
Fik At end of the year 275,068 345,185
BRF 2 R R AE Net book value of systems and networks
Z BRERE under development 132,600 -

RGP BERIRAEAHEEHE
RAEMBERRBGE 2 IBEEEKAE
AEEZ ZREBKREREB RRE
BEHEF A EEFS (RE/EF)
T AR

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

A=+tRLFE

16. INTEREST IN E-COMMERCE PROJECTS

THE GROUP
AES
2004 2003
—ETNE —TT=F
HKS$’000 HK$'000
FER FHT
BFRHEEE ZELMIRE: Unlisted investments in e-commerce projects:
— R 7R - with guaranteed return 89,877 55,713
—EHAh - others - 55,994
89,877 111,707

AEBECBRE=FFTIHH KRER
EFHEEB WEHHZANHER20
FOHR AKEAERETRALEREZ
W HRE 2 1 E B 2 H A Ik

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

(a) REEE (a) With guaranteed return
THE GROUP
rEE
2004 2003
—zEnE —TT=F
HKS$’000 HK$'000
FET FHT
EETIRE BEAE Unlisted investments, at cost 127,052 71,058
KRB MTE R Capital receipts from the investments (9,081) -
ERRZHEEE Impairment loss recognised (28,094) (15,345)
89,877 55,713

RAFEERN AEBEBEBEREEE
#4955,994,0008 L (ZEET=4F:
71,058,000 L) 2ETETHE
FEZESBETEREEERD
A TEEEHEREERARZ
ETHRARZIEARR - REES
W 2 G AL E D O WRETE
ESE HETLORBADERHE
ZREEmER (RETHEEAE
ZEREWRA D@ FTil) - RIEH
Bz Bt BT BN FH
MAESEFE D BKEUEA R R

FRN ARREECHABRITTS
B WREWREE 2 HBEE
REBKE EUAEMETHEE
Bl FHE-ZEERETHE
EHAB 2R w A
B51812,749,0008 L (Z T =46
15,345,000787C) ' I Jh 2 EERTE
SRR ERBEEREZEREZR
FEEMG-EERA LIE
ZHBAEERLHENEREE.

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$71,058,000) to various investment holding companies and in return obtained
certain equity interests in these investment holding companies. Under the terms of
the sale and purchase agreements, the Group is contracted to receive pre-
determined sums of not less than the original beneficial interest of the revenue
sharing arrangement as stated in the original revenue sharing agreements for 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 an impairment loss of HK$12,749,000 (2003: HK$15,345,000)
on the interest in e-commerce projects, estimated by reference to the fair value of
the investments based on expected cash flows projection from such investments.
In the opinion of the directors, the underlying values of the above investments are
at least equal to their carrying values.
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16. REFHEEE 2R & 16. INTEREST IN E-COMMERCE PROJECTS - Continued
(b) Hft (b) Others
THE GROUP
AEH
2004 2003
—ETNF —TT=F
HKS$’000 HK$'000
FERT FHT
MAE COST
F4) At beginning of the year 55,994 210,800
BAZRERIER R Transferred to interest in e-commerce projects
EFHEHEB 2 #En with guaranteed return (55,994) (148,219)
e Disposals - (6,587)
FH5 At end of the year - 55,994
By AMORTISATION
F1) At beginning of the year - 49,988
INE A Provided for the year - 27173
REBEARERERR 2 Eliminated upon transfer to interest in e-commerce
BFHEEA 2 EREEH projects with guaranteed return - (77.161)
FiE At end of the year - -
IREFE NET BOOK VALUE
FH5 At end of the year - 55,994

RZZBE=F AEENENRE
40,310,000 TR B F =& HE
HRARMEE6,587,000/8 T 2%
FEFRHEEE 2#s-

In 2003, the Group disposed of the interest in certain e-commerce projects with an
aggregate carrying amount of HK$6,587,000 to an independent third party for a

total consideration of HK$40,310,000.
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17. BHFRE

17.

INVESTMENTS IN SECURITIES

Investment
securities with

Investment
securities without

guaranteed return guaranteed return Total
BREEBZESFRE ERBEBZEFSFRE st
2004 2003 2004 2003 2004 2003
“EENF ZZT=F “EENF ZZT=F “EENF —ET=E
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
FER FEL FER TEL TET TEL
FEmRAES Unlisted equity securities,
NV at cost/carrying value
FEE 122,296 = 3,887 3,887 126,183 3,887
B ERRAEE Less: Impairment loss
EiE recognised - - (3,887) (3,887) (3,887) (3,887)
122,296 - - - 122,296 -

RAFERN AEBIEE T RHERBLE
ZREREERTEZRIEEER AT WH
BZREREEBR AR 2 BAERSBEATF
fBE#7122,296,000/8 TTLIEAE HK 1B 1E
BEMEZER AEECTORAEF
HEATEES MR R WEREE
S ERBREEHMEEHENZER

&2 ERe
18. &%

BERLTREENZZSE:

During the year, the Group transferred its interest in certain systems and networks to
various investment holding companies and in return obtained certain equity interests in
these investment holding companies with an aggregate fair value of approximately
HK$122,296,000. Under the terms of the sale and purchase agreements, the Group is
contracted to receive pre-determined sums 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.

18. DEPOSITS

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

THE GROUP
rEE
2004 2003
—sEmE —2E=4
HKS$’000 HK$'000
FHET FHBT
ER SN Systems and networks 136,500 39,000
19. & 19. INVENTORIES
THE GROUP
rEE
2004 2003
—sEmE —2E=4f
HKS$’000 HK$'000
FER FHT
Rk Raw materials 15,047 15,747
& Work in progress 2,193 4,739
BIFK o Finished goods 6,067 10,846
23,307 31,332

FBEFEEAKAES e

All inventories are stated at cost.
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20. BWE 5 R 2R

21.

R-ZBZNENA=+HE BRESR
HMARF Z &P 815172,114,0008 7T
(ZZTEZ=%:283,919,000067T) Z B
BHERN BUESREFINRBFEAHRZ
BRER DTN T :

20. TRADE AND OTHER RECEIVABLES

At 30 June 2004, the balance of trade and other receivables included trade receivables
of HK$172,114,000 (2003: HK$283,919,000). The aged analysis of trade receivables at
the reporting date is as follows:

THE GROUP
AEE

2004 2003
—EENEF —ET=F
HKS$’000 HK$'000
F#Ex FHET
0—60H 0 - 60 days 107,272 142,956
61—90H 61 - 90 days 40,310 28,701
91—180H 91 - 180 days 20,933 96,835
> 180H > 180 days 3,599 15,427
172,114 283,919

AEBEERFPRZESRFPERERR
BEHEESE RERERZEE 1T
AR E R THERMEE TI0E180H 2
=EH-

ERROEERAS

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.

21. DEPOSITS, BANK BALANCES AND CASH

THE GROUP THE COMPANY
AEE AAT

2004 2003 2004 2003
—EENF —TE=F —EENF —TT=F
HK$’000 HK$'000 HKS$’000 HK$'000
FHET F&T FaET FHT
BHEFR Interest bearing deposits 66,864 71,693 - -
BITHETRES Bank balances and cash 11,499 8,998 11 36
78,363 80,691 11 36
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22.

23.

B E 5 R H AR

R-ZBZNENA=+TE BNESR
H R 2 e 84510,845,0008 7T
(ZZTET=%4:10,623,000T) Z &S
BHERN BNESREFNRBFEAHZ
BRER DTN T :

22. TRADE AND OTHER PAYABLES

At 30 June 2004, the balance of trade and other payables included trade payables of
HK$10,845,000 (2003: HK$10,623,000). The aged analysis of trade payables at the

reporting date is as follows:

THE GROUP
rEE
2004 2003
—EENF —TT=F
HKS’000 HK$'000
FEx FHBT
0—60H 0 - 60 days 5,259 2,697
61—90H 61 - 90 days 1,570 3,967
91—180H 91 -180 days 855 1,324
> 180H > 180 days 3,161 2,635
10,845 10,623
RERE 23. WARRANTY PROVISION
THE GROUP
AEE
2004 2003
—EENF —TT=F
HKS$’000 HK$'000
FER FHET
R-_ZZE=F+HF—H At 1 July 2003 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)
RZZEZEWFANA=1+H At 30 June 2004 1,766 2,058

REBBIEEEERRBEERRER
HEBMER 2 BB HE RIBRER
RET 2 12EARERHHAEEET
fEih 2 et o

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.

49



KANTONE HOLDINGS LIMITED ANNUAL REPORT 2004

5 O ‘ NOTES TO THE FINANCIAL STATEMENTS B3R & st
For the year ended 30 June 2004 #HZE_—FTZWFNA=THILFE

24. RIREFIGHE 24. RETIREMENT BENEFITS SCHEMES

EREREE

AARBTETHBARRANSEE
R —TRKEAM G B AR B2 &
EEAEEsEEDRBE LFERH
BUYZREAEHZEEA-

B4R & Bam R 2 BRREFIE B
TIARSEZETERAEEZ LR RE R
Ee XN 2HK--MHERRAGEHER
EEREFR AR 8] NEE AR E
2 OB R B R M2 R

—PEEF AR AEEREE
WEBZ FiA A A1 IER SRR HIEA
Be ([RHS ) 8- R5A B R
B2 TS BIRIER B A R E
RS MBABE Y LR MRS
SHEIE 2 g3k

RERN Bz BKEF TSI G
BREeBAT(ZTET=6FT) 28
Fi&) B275,0008L (Z T =4
940,000/ 7T) ©

EEERNFE

ARABTETHBAARY —AET
B2 2 R R 80 b i 3t 8 T3 R4
BWIEE RS 0 2 R BB KEF B
B 5 2 Bk A RIS oA A 3
SHREMIRZFERATRESME
st 8l

RIBEERIBEMER = FIRBETEN
BRI ENATEZHE IR
BRERPIR-RIEZAEEE BN
FlEeoEN T FREAIERKS 2R
BREBZEKENTREHFE21.67%
E2.5000,2 ] o AN 52 B 37 % 12 45 HL R AR
RN RO ZFEEEREFER
EHEGHNAEREDNR _TET=6F1+_
A=+—H@aBEEg/KEAlison
BostockZt A ETT WE N =TT IYE X
A=+ HAEHUBEETEHHERER-
HHELRSAYEZBREDBBAKRE
B ERFE RNSHERS ZEML
K2 B

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.

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

During the year, retirement benefits scheme contributions paid for the above schemes,
net of nil (2003: nil) forfeited contributions, amounted to HK$275,000 (2003:
HK$940,000).

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 valuations 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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24, BRIREFRFHE & 24. RETIREMENT BENEFITS SCHEMES - Continued

EFEBAE & Defined benefit scheme - Continued

Az E2RERRMNT:

The main actuarial assumptions used were as follows:

30.6.2004 30.6.2003
—ETNF —ET=F
~A=+H ~NA=+A
AR IR 3 Discount rate 5.70% 5.25%
T HA 2 5T &1 & 2 Bl 3 Expected return on scheme assets 7.60% 6.63%
BHZ Fhe HiE Expected rate of salary increase 3.00% 3.50%
R ZRIK® F1E Future pension increases 3.00% 2.50%

EHE_TTNFENAZ=THZREEMN
BERER 8l 2EETER189,951,000
BT (BT =4:159,303,0008 7T)
MZSEEZREEEREEREEN
2650 (ZET=F:590) - BHELY
4,289,000 L 2 R B BN AERBE
BERFERRTEEEATFEZ10%
EIEEAEREZ100 (AEBSE BE)
ZHE REBEE CEAFNBREE
A (BO1oFEED) miBE-

B BB AR RET BINAR B B R
RZEEEMT

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 pension scheme are as follows:

2004 2003

—EENE e

HKS$’000 HK$'000

FET FHT

AT R A A Current service cost 3,365 4,924
ERRAZIEE FEER Net actuarial losses recognised 446 -
3,811 4,924

AEEXHEFA—REITHRAS

B AR B 2 T BE AR MR IR Bl AR 2
EZBOHABRERER SO T:

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:

2004 2003
—EEMF —ZEE=

HKS’000 HK$'000

FHx FHBT

FFEIEECATE Fair value of scheme assets 189,951 159,303
BEAEZRE Present value of funded obligations (294,417) (268,562)
KRR FREEE Unrecognised actuarial losses 18,697 31,145
(85,769) (78,114)
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24,

25.

26.

27.

RINERFTE 4
ERBFTE &

MEFEzBBEFEZHMT:

24. RETIREMENT BENEFITS SCHEMES - Continued

Defined benefit scheme - Continued

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

2004 2003
—sEmE —EE=f
HKS’000 HK$'000
FER FHT
F4) At beginning of the year (78,114) (71,879)
TEH A Currency realignment (7,370) (6,487)
EHREBEREXIKR 2 HIE Amount charged to the consolidated income statement (3,811) (4,924)
it 7K Contributions 3,526 5,176
Fik At end of the year (85,769) (78,114)
B RAER A ARE 25. AMOUNT DUE TO ULTIMATE HOLDING COMPANY
AEEREAT THE GROUP AND THE COMPANY
ZEFEREEM R LR The amount is unsecured and interest-free.
B —XEAKME A ARE 26. AMOUNT DUE TO A FELLOW SUBSIDIARY
AEE THE GROUP
ZERERBER £SO RANRFRNE The amount was unsecured, interest-free and fully repaid during the year.
HIEE-
BITEE 27. BANK BORROWINGS
THE GROUP
rEE
2004 2003
—EENE e
HKS’000 HK$'000
FER FHT
RITEEBRRFETIIRE: Bank borrowings comprise the following:
RITER Bank loans 62,326 76,992
RIBER Mortgage loan 2,970 3,257
RITHEX Bank overdrafts 50 26,555
SR R E QB Trust receipts and import loans - 58,830
65,346 165,634

BE RN £l KB AR IITMHE
53,020,000 7T (ZZEE=4:3,411,000
BL) EHASENUNEBEEAR
10,467,000/ 70 (ZZZE =4:9,524,000

FBTT) 2 i RABFIEER

Included in 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).
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27. %

28.

MITEE & 27. BANK BORROWINGS - Continued
THE GROUP
REH
2004 2003
—EEONF —ET=F
HKS$’000 HK$'000
FER FHT
RBATMHMETEZ Bank borrowings bear interest at prevailing market
BATEE Z RN T: rates and are repayable as follows:
RANSK—FRN On demand or within one year 62,984 157,727
—EMFEA Between one to two years 647 5,757
MERFA Between two to five years 1,715 1,911
RAF% Over five years - 239
65,346 165,634
B —F A B BN B 51 4 Less: Amount due within one year shown under
mBEEZERE current liabilities (62,984) (157.727)
—FRIH S8 Amount due after one year 2,362 7,907
HiEE 28. OTHER BORROWINGS
THE GROUP
rEE
2004 2003
—EEONF —ET=F
HKS$’000 HK$'000
FER FHT
HifgERARITNER The other borrowings represent block discounting loans
BT and are repayable 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 —FE A E 2 5 Less: Amount due within one year shown under
mBEEZERE current liabilities (7,425) (8,191)
—FRIH S8 Amount due after one year 9,301 13,605
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29. BEHERE

29. OBLIGATIONS UNDER FINANCE LEASES

THE GROUP
AEH
Present value
Minimum of minimum
lease payments lease payments
HE HERE
BRI T ARBE R RFEE
2004 2003 2004 2003
—ETNF —TT=F —EENE —ET=F
HK$’000 HK$'000 HKS$’000 HK$'000
TET FHET FET FHT
BREREHENRAT Amounts payable under finance
W RNz &5 leases:
—FR Within one year 239 623 203 519
—EWMFEA Between one to two years 55 222 52 189
MEAFA Between two to five years 94 148 94 145
388 993 349 853
B B T% & F Less: Finance charges (39) (140) - -
HERERKERE Present value of lease obligations 349 853 349 853
B —FE A E 2 5 Less: Amount due within one year
mEBEZEE shown under current liabilities (203) (519)
—FRIH S8 Amount due after one year 146 334

AEBEEVRMERE UBAELET
B B R EMAE- A EREF IR
—FERAFAE MEBRFEHEEXRS
12 1ME(ZZEZT=ZF:9.118) - FIRE
RETH BB S HIREEERE
EYS AW EGL AT S KRBT AT
A Bk

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
had been entered into for contingent rental payments.
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IEFE B 1H 30. DEFERRED TAXATION
THE GROUP
rEE
2004 2003
—EENF —TT=F
HKS$’000 HK$'000
FER FHT
FH R Balance at beginning of the year 190 40
EH AR Currency realignment 16 2
FREE (FizE9) Movement for the year (note 9) (13) 148
FHEES Balance at end of the year 193 190

FAZEHDEEARBIBBNME2R
FERHRAMERENTEH 2E
BMaEZRBERE-

REER EERAEDEREARHIRE D
MERZFTERLHBEBIERENZ
FEX SR RGETE-

REE B RNEBAEIEHRREF 2
RE)F T E 184968,793,0008 7T (=&
T =4:72,570,000/7T) - AR AR BETEA
B %% R Z 57 A - 83 4 e R AT AR AT
MIBEEE ZSHEBRRBELEE.

MERINEE R AR FILEEFR
B s EXNRLERRA

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

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

At the balance sheet date, the Group has unused tax losses of approximately
HK$68,793,000 (2003: HK$72,570,000) 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 significant unprovided deferred taxation for the Company during the year
or at the balance sheet date.
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31. AR 31. SHARE CAPITAL
Number
of shares Amount
REOEE x|
‘000 HK$'000
TR FHT
BREEI10E T EAERA: Authorised share capital of HK$0.10 each:
RZZTE=FA=1+BRK Balance at 30 June 2003 and 30 June 2004
—EENFENA=THZEH 3,000,000 300,000
BREEI10ETZEEITR Issued and fully paid share capital of HK$0.10 each:
BRI
RZZEZ_F+A—HK Balance at 1 July 2002 and 30 June 2003
—TEE=FA=+HZ&H® 2,220,962 222,096
BIIRMURBE T =4 Issue of shares as 2003 final scrip dividend
ZAREARR S 66,804 6,680
BIIRMURBE —_ZTMEF Issue of shares as 2004 interim scrip dividend
ZHHR S 20,575 2,058
R-BEOFXA=+HZ&EH Balance at 30 June 2004 2,308,341 230,834

AEER AATZBALR TIIED:

(@)

(b)

R-ZTTNFE— A RRBEUST
f&0.178 T2 (B1%%1766,804,121
IR0 BT 2 B - #5 DAUCER AN
RRIZBHRERBPEAE-_TT=
F+ZA+H A ZBRFTILZ AR
REREEE Y —EE=FREK
Bk

REZTTZWENA BRREENT
f%0.21% 7T 2 (B 16 5£1720,575,596
REAR0.1ABTT 2 R 17 + #& LA ER A
ARIZBRHRERBHAE=ZZTN
FOA=Z+=8Z\&ATMZ AR
REBEFE 2 =TT NFHHIR

5o
B

FTBERTRNEER 2BEADHTR
MREH SRS RSER-

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

(@ InJanuary 2004, 66,804,121 shares of HK$0.1 each were issued at a price of
HK$0.17 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

(b) InJune 2004, 20,575,596 shares of HK$0.1 each were issued at a price of HK$0.21
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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32. BRETE 32. SHARE OPTION SCHEMES

RZEZ-_F+—A-+hAB ARQF
RABAETE (T5HE1]) - Mt @ mn =
E——Ft+—A-tNAEm-EZ
BHERRSI REEEFABREMA
T WAKRES R R BB REHAE
Bz EBERERC-RIBEF S EFAR
rEBERNEERAL BESRALR
FCEWBRARKBEARZ XK &
BB RO SRR BEREZ
£ EE BH BAA S EMN2E
EREMER & A BIEER L AL sE
BEanfAoRa URAEEZEP R
HIER R L AR AR AR R B R -
EROZERETNRESREE 2 M
ERERETE EMEEZME AT %
MNEBBRERL AR +F i
MARATERENRBRER_T—H-

RIBFTE B ZITEE (AHREHR
T T UAFE) SROBM EE: i) B
REHEH (MWAREXR) BB AE
B $RERM R TE: RGiDRONE
ERHBHAAEE XA EBZMEH
BERAR FRFHRTE =F N
RmE R RE SR 2 BB
BRZBMEE R SBHARRR
sHEIHE R 2 B #ITRAR 1000 © AT
HTTE 2 80 AR 1T R AR T A T 317
Z BN BB RSB AR R RMER
RN 2 BEITIRARZ30% ° EREARLD
ARRELEMEZERLT REM+ =
18 A B - M E ] B — AR AR BB AR
AR ZBRNBB TNEBEARAF
Ezt—EARERE - H2ZEETR
1% - BERERBES WERRIEAEER
H AR BB AR -

On 29 November 2002, the Company adopted the share option scheme (the “Scheme”)
which will expire on 28 November 2012. The purpose of the 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 Scheme, the directors
may grant options to any eligible persons of the Group, including directors, employees,
consultants, advisors in respect of business, operation, management, technology, legal,
accounting and financial matters of the Company, its subsidiaries or affiliates or any
discretionary trust whose discretionary objects include the aforesaid persons or a
company beneficially owned by the aforesaid persons as well as customers and suppliers
of the Group, to subscribe for shares in the Company. Options granted are exercisable
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 shares
under the Scheme is equal to the highest of (i) the nominal value of the shares; (ii) the
closing price per share as stated in the Stock Exchange’s daily quotation sheet on the
date of grant, which must be a business day; and (iii) the average closing price per
share as stated in the Stock Exchange’s daily quotation sheet for the five business days
immediately preceding the date of grant. The maximum number of shares in respect of
which the options may be granted under the Scheme shall not exceed 10% of the
issued share capital of the Company at the date of approval of the Scheme. However,
the total maximum number of shares which may be issued upon exercise of all outstanding
share options must not exceed 30% of the issued share capital of the Company from
time to time. The number of shares in respect of which options may be granted to any
one grantee in any 12-month period is not permitted to exceed 1% of the shares of the
Company in issue on the last date of such 12-month period, without prior approval from
the Company’s shareholders. No share option under the Scheme was granted since its
adoption.
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33. f#fE 33. RESERVES
Share Dividend Special Goodwill ~ Translation Accumulated
premium reserve reserve reserve reserve profits Total
ReEE RERE BHRE BERE BERE iR g
HK§'000 HK§'000 HK§'000 HK§'000 HK§'000 HK§'000 HK§'000
TAL TAL TET TAL TAL TET TAL
K5@ THE GROUP
W-22-%+A-H At T July 2002 - - - (44,036) 6,588 404,211 366,763
RENEH EERE Exchange difference
FELZERZR arising on translation
of operations outside
Hong Kong - - - - (7,043) - (7,043)
RERLHH Net profit for the year - - - - - 110,340 110,340
&g (o) Dividends (note 10) - 13326 - - - (13.326) -
At 30 June 2003 and
1 July 2003 - 13,326 - (44,036) (455) 501,225 470,060
,‘iﬁ\%i‘“z%}ﬁ# Bxchange difference
FELZERER arising on translation
of operations outside
Hong Kong - - - - (8,602) - (8,602)
RRFAARR SREM Premium arising from
EIORHAEE issue of shares on
2afE distribution of scrip
dividend 6,940 - - - - - 6,940
REREA Net profit for the year - - - - - 154,867 154,867
AEERE Dividends for the year
ik - interim - 13,727 - - - (13727) -
-A4 - final - 15,004 - - - (15,004) -
BRRE Dividends paid - (11375) - - - - (11375)
BRGERUR Issue of shares as
RERE scrip dividend - (15,678) - - - - (15,678)
RZEEMEAA=TH At 30 June 2004 6,940 15,004 - (44,036) (9,057) 627,361 596,212
HK’D\:] THE COMPANY
i k2 g At T July 2002 - = 195,874 = = 12,685 208,559
RERLHH Net profit for the year - - - - - 15,170 15,170
&g (o) Dividends (note 10) - 13326 - - - (13.326) -
RZZZZF/A=THR At 30 June 2003 and
“E5=£thA-A 1 July 2003 - 13,326 195,874 - - 14529 223,729
i mmwa REm Premium arising from
EIOROAEE issue of shares on
2afE distribution of scrip
dividend 6,940 = = = = = 6,940
REREA Net profit for the year - - - - - 38,393 38,393
AEERE Dividends for the year
-F4 - interim - 13,727 - - - (13727) -
-A4 - final - 15,004 - - - (15,004) -
BRRE Dividends paid - (11375) - - - - (11375)
ERERUR Issue of shares as
RERE scrip dividend - (15,678) - - - - (15,678)
RZEEMEAA=TH At 30 June 2004 6,940 15,004 195,874 - - 24191 242,009
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33.

34.

Bl

HRREENEARRKEBHEARZ
A ZERrIZEBEERDFEER
—ERBEERZRERE 100,000,000
TEARNR A LIREBRETRD ZE

33. RESERVES - Continued

The special reserve represents the difference between the book values of the underlying
net assets of subsidiaries at the date on which the shares of these companies were
acquired by the Company together with the capitalisation of a shareholder’s loan of
HK$100,000,000, and the nominal amount of the Company’s shares issued for the

BEMEMELAEZ Z8E. acquisition.
HEM B A F 34. DISPOSAL OF SUBSIDIARIES
2004 2003
—EENE e
HK$’000 HK$'000
FERT FHET
BEHEEEFE: Net assets disposed of:
FEW B R BB A B & 28 Amount due from a fellow subsidiary 76 -
HE B R R W Gain on disposal of subsidiaries 18 156
94 156
AR Satisfied by:
Re Cash 94 156

FR BHENBARAAEE 2@ E
e MEN 664,000 7T M EH L= R
BREHReREZAMETEKR.

R-ZEZE=F BEHENBRARALE
B EEE e RE F57%7K122,966,000
B MERERBERSREZEM
NIZNE N

AEECHEMBRARAREERZ
BEEERE000B T (ZTET =64
437,839,000/ ) * WA ANF EHE R E
BFFE664,0008 L (ZET=F 47
79,361,000/ 7T) °

REHBRTN HBARZLEE
HRTFHOEMAT-

During the year, the subsidiary disposed of contributed HK$664,000 to the Group’s
financing cash flows and had insignificant operating and investing cash flows.

In 2003, the subsidiaries disposed of contributed HK$122,966,000 to the Group’s net
operating cash flows and insignificant investing and financing cash flows.

The subsidiaries disposed of in the current year contributed HK$6,000 (2003:
HK$437,839,000) to the Group’s turnover and made a net loss for the year amounting
to HK$664,000 (2003: a net profit of HK$79,361,000).

Prior to the disposal of the subsidiaries, operations of the subsidiaries were taken up by
other group companies.
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35.

36.

FTEHFBRERS

AEERN ANEEEBIE=FFIV%
Hips NERASERE TERARA
4 IR 42 (8158,387,000/8 L 2 #E25 T %
RIEEERAT ERAER REBRSG
FIEER AR D200 2 AR AN HE w0 b
EEFTE 2 ATER122,296,000
T RTEHRERZEREZHEERE
fhEHS H - EEU & E51836,091,0005%
TLoFEN AEBE—EBUE=EF]L
TEBH AEREAEER-—HET
PEIE B 2 48R (B /555,994,000
T AEERESEver Choice
Investments Limited 2 13%f% & (£ & 2]
R ZET=F AEERETRETL
& R4 (E 778,000/ 7T 2 BER] L&
BHERE - R_TT=F KEFH=
BB E=FEINL T =B NEE
AEER=HEFHEBRB  Em &
KB A71,058,000/8 7T ' A5 B 5 5l
fSCleveland Inc. * Oxford Talent Inc. &
Fortwest Corporation&-3750% ¥ 3@ A% (#H
BERE AR Z3.75%E %) (EAR TR

RERAESEHZERTN

R RITEFEAS
RITEX

35. 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$158,387,000 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$122,296,000 were estimated
based on expected cash flows projection from such investments resulting in a loss on
disposal of HK$36,091,000. 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 finance
lease arrangements in respect of assets with a total capital value of HK$78,000 at the
inception of the leases. In 2003, the Group entered into three agreements with three
independent third parties for the assignment of the Group'’s interest in three e-commerce
projects for a total consideration of HK$71,058,000 and in return obtained 375 ordinary
shares each in Cleveland Inc., Oxford Talent Inc. and Fortwest Corporation, representing
3.75% interests in each of the companies.

36. ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS

2004 2003

—ETNE ZTT=F

HKS$’000 HK$'000

TET FHT

Deposits, bank balances and cash 78,363 80,691
Bank overdrafts (50) (26,555)
78,313 54,136
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37.

38.

FREE

RMBARMEL 2 EERE
i RERTT R A AR
ZPER

37. CONTINGENT LIABILITIES

THE COMPANY
NN

2004 2003

—EEONF —EE=F

HK$’000 HK$'000

FTHET FET

Guarantees given to banks and financial institutions
in respect of credit facilities granted to subsidiaries

226,081 240,015

N AR R —HKBARRE TS
—FMBRARZKRITHEE MBI
E=AEHERRRERERE-#E
—EENFENA=tTHEHR 2L EH
HBIEE28 ©

AEERZEAMBENEANLRE

In addition, the Company and a subsidiary issued a guarantee and provided indemnity
in favour of an independent third party in respect of a block discounting facility granted
to another subsidiary and the amount utilised as at 30 June 2004 was disclosed in note
28.

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

f&e
BEAREE 38. CAPITAL COMMITMENTS
THE GROUP
TEE
2004 2003
—EEWF —TT=F
HKS$’000 HK$'000
FHET FHT
M BE RZEERRGR Capital expenditure in respect of property,
Wk 2 BERRARZ: plant and equipment and systems and networks:
EREERTERN Authorised but not contracted for 98,464 8,206
BT & KMERERM Contracted for but not provided in the
s R financial statements - 42,900
98,464 51,106

ARRNEE A EAEREAAYE

The Company did not have any capital commitments at the balance sheet date.
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39.

KedHsTH
FEBEREEA

REER AEEZEEHARYER
BBERRB 2T EHEEEEEN AR
FEft 2 B & E AR < B BB an
T:

39. OPERATING LEASE ARRANGEMENTS

The Group as lessee

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

2004 2003
—EENF —EE=F

Machinery Machinery

Land and and Land and and

buildings equipment buildings equipment

T REF BN RE T RIEF W8 MR

HK$’000 HK$’000 HK$'000 HK$'000

FTHERT THERT FHET FHET

R—FR Within one year 150 328 236 2,753
MERFA In the second to fifth years inclusive

(EREMFEBEEN) 2,493 5,733 3,743 3,599

2,643 6,061 3,979 6,352

BpEmrRcHEFHhE —ENFEAE
MBS IR —EME 2 FHER -

FEEERHAA
REER AEEERBEEHE #az R

BABKREAPII A4 HEE B
T:

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

one to four years.

The Group as lessor

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

2004 2003

—EEMF —EE=F

HKS$’000 HK$'000

FET FHT

R—FRA Within one year 11,315 8,489
MERFA In the second to fifth years inclusive

(BERMEBEEN) 18,531 14,825

RAEFE Over five years 1,737 799

31,583 24,113
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40. BBATIRS

REEN AEEETE REKNE R
(REBEBRIN) BET TR S:

X5 85

AEERBEREMBEAR
XNERARAERERER
EERG BB

REERTE B R A
HE TR RN

AEEREE B AR
BEEMESN

A=+tRLFE

40. RELATED PARTY TRANSACTIONS

During the year, the Group has transactions with Champion and its subsidiaries other

than the Group as follows:

Nature of transactions

Fees paid by the Group to Champion and
its subsidiaries for the provision of
office premises and facilities, and
management services

Sales of pagers and equipment by the Group to
subsidiaries of Champion

Purchases of telecommunications equipment by the
Group from subsidiaries of Champion

2004
e L
HK$’000
FER

100
42

169

HK$ 000
T

1,440

47

WERSBEAEEHEASEHEARARE
BT BREARAEREZBRE
BRI 2 BATIRER —NR
FH+-AZTHERFEITUZEEHZH
(BER—AANE+—F—RB —TZT—
F+—AZ+hBERZ=ZZFZE=F1+—A
—BEB)URR-_EE_F+ AR
B E 2 M B AR W B R F A
HrzEMERG@EIAESN - EEE
2 RIRB AN INFE 2 BEEEE -

These transactions were carried out after negotiation between the Group and the
respective related companies. The fees paid for the provision of office premises and
facilities, and management services were in accordance to the management agreement
entered into with Champion dated 20 December 1996, which was renewed on 1
December 1999, 29 November 2002 and 1 November 2003 as well as other management
agreements entered into with a subsidiary of Champion dated 2 July 2002, which lapsed
during the year. The sales and purchases were determined on a cost plus basis.
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41. TENRE AT 41. PRINCIPAL SUBSIDIARIES

R-BZWNERA=+H ARFEE
BMBARZFHENT:

Details of the Company’s principal subsidiaries at 30 June 2004 are as follows:

Name of company
DNEER

Kantone (UK) Limited

Keen Pacific Limited*

M.C. Holdings Limited*

Multitone Electronica

Limitada

Multitone Electronics PLC

Multitone Electronics

Sdn. Bhd.

Multiton Elektronik GmbH

Multitone Rentals Limited

Peak Vantage Limited*

Place of
incorporation/
operations
EMRL
REE

United Kingdom
HE

Samoa
EEDHS

Cayman Islands
Re#HS

Brazil
BR

United Kingdom
HE

Malaysia
BRAT

Germany
=

United Kingdom
E:

British Virgin
Islands/Macau
KBEBREE

SRPY

Nominal value
of issued
share capital

ERTRAHE

Ordinary £5,500,000
@B AY — 5,500,000 88

Ordinary US$1
TAR-1%ET
Ordinary £5,500,002

LB — 5,500,002 85

Ordinary R$300,000
A% —300,000E K

Ordinary £3,830,107
LBAY —3,830,107E 8

Ordinary MR285,000
B — 285,000 5 KA T

Ordinary DM2,000,000
I FA% —2,000,0005 5%

Ordinary £100
LA — 10058

Ordinary US$1
T@ER—1ET

Proportion of
nominal value
of issued share
capital held

by the Company

AREEEZ
ERITRAHE

100%

100%

100%

100%

100%

100%

100%

100%

100%

Principal activities
TEXK

Investment holding
REER

Provision of treasury
services

I BURTS

Investment holding
REZER

Distribution of
telecommunications
equipment

S BN

Investment holding,
design and manufacture
of paging and
telecommunications
equipment

REZR Rt REE
B REAEM

Manufacturing of paging
equipment
BTN

Distribution of paging
equipment
S HET M

Leasing of paging
systems
B R E

Provision of treasury
services
REMBRS
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41. TEMBEL A & 41. 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
3L A EDRELZ
DRER mE B ERTRAEE ERTRAEE TEXEH
Smart (Macao Commercial Macau Ordinary MOP100,000 100% Provision of services,
Offshore) Limited BRI A% —100,0003RFTH software licensing
and trading in
telecommunications
equipment
RERS RS FER
EEEHMEM
Smart Delta Inc.* Samoa Ordinary US$1 100% Provision of treasury
EEGHS TER—1%ET services
REMBURS
Zonal Care Incorporated* British Virgin Ordinary US$2 100% Strategic investments and
Islands/Macau L@AR—2%T investments in
KBRABRES/ e-commerce projects
= REURERREETTHE
HE
* HAAXRAEERA * Directly held by the Company
ERFVZARRAMB AR EERA The above table lists the subsidiaries of the Company which, in the opinion of the directors,
BRI AR AEBARFE RGN principally affected the results of the year or constituted a substantial portion of the net
EREEFEEERBO 2MBRA assets of the Group. To give details of other subsidiaries would, in the opinion of the
EEZRA MEEMMBARZFE— directors, result in particulars of excessive length.
DA BlE S ERIBRITR
EHBRARAR=ZZZTNFA=1+HBK None of the subsidiaries had any debt securities subsisting at 30 June 2004 or at any

FREMBEAYETAEEES- time during the year.



