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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.

Since 2004, the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) issued a number of new or revised Hong Kong
Accounting Standards and Hong Kong Financial Reporting
Standards (“HKFRSs”) and Interpretations (hereinafter collectively
referred to as the “new HKFRSs”) which are effective for
accounting periods beginning on or after 1 January 2005 except for
HKFRS 3 “Business Combination”. The Group has not early
adopted these new HKFRSs in the financial statements for the year
ended 30 June 2005.

HKFRS 3 is applicable to business combinations for which the
agreement date is on or after 1 January 2005. The Group has not
entered into any business combination for which the agreement
date is on or after 1 January 2005. Therefore HKFRS 3 did not have
any impact on the Group for the year ended 30 June 2005.

The Group has commenced considering the potential impact of
other new HKFRSs but is not yet in a position to determine whether
these new HKFRSs would have a significant impact on how its
results of operations and financial position are prepared and
presented. These new HKFRSs may result in changes in the future
as to how the results and financial position are prepared and
presented.
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The financial statements have been prepared under the historical
cost convention and in accordance with accounting principles
generally accepted in Hong Kong. The principal accounting policies
adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 30
June each year.

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

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

Goodwill

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

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

Goodwill arising on acquisition after 1 July 2001, but before 1
January 2005, 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.
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Revenue recognition
Sales of goods are recognised when goods are delivered and title
has been passed.

Service income is recognised when the services are rendered.

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

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

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

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

Income from investments 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.
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Property, plant and equipment (Continued)

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.

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.
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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);

- 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 which are developed and fullfil 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.

Systems and networks that are not yet available for use are stated at
cost less any accumulated impairment losses. Impairment testing is
performed at least annually.
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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.

Investments in e-commerce projects

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.
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 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. 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.
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Investments in associates

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

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

Investment securities without guaranteed return
Investments other than held-to-maturity debt securities are
classified as investment securities and other investments.

Investment securities, which are securities held for an identified
long term strategic purpose, are measured at subsequent reporting
dates at cost, as reduced by any impairment loss that is other than
temporary. Other investments are measured at fair value, with
unrealised gains and losses included in the net profit or loss for the
year.

Investments with guaranteed return

Certain investments 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.

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

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

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

The costs incurred in connection with the issue of convertible
bonds are charged immediately to the income statement.
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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
profit 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 profit 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.

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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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 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
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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.

(@ EB2E
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Investments in

Salesof  Provision of tele-
general  services and Leasing communications  Investments
systems software of systems networks  in e-commerce Strategic
products licensing products  and projects projects investments  Consolidated
BE-R RUEHR BEAS EREE E76E
FHER gl ER BB 2RE ERZRE REHRE &4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THL THT THT THT THL THT
(Note)
(izE)
Year ended 30 June 2005 BE-EFIEAA=TRLER
TURNOVER gXE
External and total revenue HOMEE Rila 1,562,313 772841 10,999 28307 30,68 56,015 2,461,710
RESULTS E
Segment result HEEE 193,740 314,553 3,329 21,0% 29,268 14619 582,605
Interest income FIEHA 17,776
Unallocated corporate expenses FARLARY (14,240)
Profit from operations ey 586,141
Finance costs EZT A (12,567)
Profit before taxation RRATER 573,584
Taxation it} (517)
Profit before minoriy interests Kat D BRRER 28T 573067
Minorty interests DERFER (114,341)
Net profit for the year REEHF 458726
As at 30 Jung 2005 ik e
ASSETS 13
Segment assets HEAE 2,747 515 262,500 7436 305,910 304,99 1,183,298 4.811,69
Unallocated corporate assets AARDTEE 749,427
Consolidated total assels GREBEE 5,561,082
LIABILITIES
Segment liabiities ARBRE 140,360 42520 7,743 - 8,580 - 199,203
Unallocated corporate liabilties FARLRER 198,668
Consolidated total liabilties Geak 397871
OTHER INFORMATION BfpER
Allowance for bad and doubtful debts ~ REEEE - 558 - - - - 558
Capital additions of property,
plant and equipment Nz BERRE EARE 5829 2901 39 - - - 9122
Capital additions of deposits BEJERRE 920,400 - - - - 132,600 1,093,000
Depreciation and amortisation TEREE 1142 186,464 764 - - - 198,654
Impairment losses recognised -
for investments FREMER REEE - - - - - 36,429 36,429
Loss (gain) on disposal of
property, plant and equipment HENF BREREBIEE (W) 123 47) - - - - 76

Note: Included in turnover of strategic investments is dividend income

from investments of HK$618,000.

Bfet: RESIMHIRE 2 EXBRIREIRE 2Bk
B A618,000/ 7T
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(a) Business segments (Continued)

(a)

BEMXEBARAR —2RRFFR

EBoE @

Investments in

Salesof  Provision of fele-
general  services and Leasing  communications  Investments
systems software of systems networks  in e-commerce Strategic
products licensing products — and projects projects  investments  Consolidated
HE—k RERBR HEZG B4R THE ‘
ZhER Hfae Ef B8 718 ERIRE REHRE &h
HK$000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000
ThL ThL ThL ThL ThL AL ThL
(Note)
(Hizk)
Year ended 30 June 2004 HE-TIMFAA=THLEER
TURNOVER E3
External and tofal revenue HINEE R s 1,435,394 659,854 17,393 82810 32121 22436 2,249,968
RESULTS
Segment result MEE 115,016 21,123 8,263 1,246 15,548 1459 319,245
Interest income FISHA 14100
Unallocated corporate expenses RARRARY (10982)
Profit from operations ) 382,363
(Gain on disposal of subsidiaries HEMBATRE 60
Finance costs BHHA (18439)
Profit before taxation e 363984
Taxation i (704)
Profit before minoriy interests Ao ERFRER L BH 363,280
Minority inferests VuRFER (66,730)
Net proft for the year REFHF 296,550
As at 30 June 2004 RZZEMERA= TR
ASSETS E
Segment assets HEAE 2,055,061 173231 12,140 394,268 366,073 1,214242 4215015
Unallocated corporate assets AARAFAAE 730927
Consolidated total assefs GelhE 4,945,942
LIABILITIES 8f
Segment liabilities HEAR 122817 32,056 11,816 - 9,360 - 176,049
Unallocated corporate liabilties AARAAER 180,885
Consolidated total liabilites Gelak 356,934
OTHER INFORMATION HfbEH
Capital additions of property, n% HERGE ARRE
plant and equipment 5410 2154 566 - - - 8130
Capital additions of systems and ZRREE 7 ERTE
networks ; 324480 - - - - 324480
Capital additions of deposits feJARAE 530,446 - - - - 253,500 783,946
Depreciation and amortisation EREH 17,051 215,040 4479 78,465 - - 315,03
Loss on disposal of systems and
networks LEZGRARER - 74783 - - - - 74743
Impairment losses recognised for HETHERRREMERL
Inferest in e-commerce projects REEE - - - 12,749 - 12,749
Impairment losses recognised for
investments in securifies HEAREMER AESR - - - - - 17,060 17,060
Loss (gain) on disposal of )
property, plant and equipment HENE R RHE BiE (R 9 (122) - - - - (29)

Note: Included in turnover of strategic investments is dividend income

from investments of HK$8,236,000.

Biet: st AR E 2 EXARREREZ
A% 2.4 A8,236,000/5 7T °
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(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:

41

(b) HEDE

(0

Revenue by
geographical segment
RLESEE D ZWA
year ended 30 June
HEAA=TALEE

2005
—EBZHEF
HK$’000
FTHEx
People’s Republic of China REARKME

(the “PRC") including Hong ([E]) 2F
Kong and Macau B8 KR 1,823,409
Europe BOM 408,875
Others Hity 229,426

(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:

1,736,013
352,835
161,120

(ii)

Carrying amount
of segment assets

DREEZREE

30.6.2005
—EERF
ANA=t+H
HK$’000
THT

TRETAE BRI E T 58
DZWADHT (TiwE M,/ R
Z IR

Profit
from operations
REET
year ended 30 June
BEAA=THLEFE
2005
“BTRE
HK$’000
FHET

425,775 257,859
72,560 71,294
87,806 53,210

Consolidated total iR e 2,461,710 2,249,968 586,141 382,363

TRMIIAEBEAEAE
B85 2 HRAEEDE
HRYIE BB R R R
B2 AAFE EFHERE
HUBE 3 AR SRR
AR IR

Capital additions
EARRE
30.6.2005 30.6.2004
ZEBRF —ZETF
A~HA=1+H NA=TH
HK$’000 HK$'000
FTER FET

The PRC including Hong FEBIEES
Kong and Macau KR 3,563,836 3,482,958 1,190 325,370
Europe BOM 140,163 137,759 269 6,465
Others A 1,857,083 1,325,225 RN ONAX] 784,721
5,561,082 4945942 RN yRVY 1,116,556
Included in other operating income is interest earned on bank Hh & E UM AR ITEA RS
deposits and balances of HK$17,776,000 (2004: HK$14,100,000). 17,776,000 7t (ZZZ P4 : 14,100,000

L) FTERERZ I8
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In 2004, 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 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.

BEMZXEEERAR —SRAFFH

R-ZZE AEBBENE T RS LA
#& 48 (A /3593,832,00078 7T 2 Fllax 88 %
FTERKEERAR ERE R AR EE
BUEREER R R 2 B I FRE 2R
F{E/5519,089,000/% 7T - JHIRTE HASR B 7%
SREZHSREMAFE BRHEFHE
74,743,000/ 7T °

2005 2004
—ETRF —TTNF
HK$’000 HK$'000
FHT FHBT
Profit from operations has been arrived AR T E AR -

at after charging:

Directors’ remuneration (Note (i)) EEME (KEEG) 6,650 4,482
Staff costs excluding directors’ BTN (TRIEESHE)

remuneration 104,048 99,648
Actuarial losses recognised BRERZBEER - 446
Retirement benefit scheme contributions 3R AREFIET Stz (B EGi)

(Note (ii)) 8,208 4,389
Total staff costs Bk Tk AN 4258 118,906 108,965
Amortisation of systems and networks RGN s 2 180,508 287,844
Depreciation on: neE:

Owned assets BEEEE 18,115 27,125

Assets under finance leases BMERE 2 EE 31 66

198,654 315,035
Auditors’ remuneration ZERE B & 3,610 3,960
Cost of inventories recognised BEERTEZKA 562,446 553,644
Loss on disposal of property, HEWE - BE REE 2 BB

plant and equipment 76 -
Allowance for bad and doubtful debts REIREE 558 =
Minimum lease payments paid under EREEHEENZHE

operating leases in respect of: =ENRERIE:

Rented premises HEMZE 4,723 6,219

Machinery and equipment W2 k&M 1,479 1,546
and after crediting: REETA:

Gain on disposal of property, I EYEE R M 2 e

plant and equipment 29
Release of negative goodwill arising WER AT B N BIRE RS AN FR

from increase in interest in a subsidiary Sz aEEZ A 1,291

Rental income from leasing of plant and
machinery and telecommunications
networks

THE RS Bt =5 & BAAASAL
Fis 2 HE WA

17,352




Champion Technology Holdings Limited Annual Report 2005

Notes:
(i) Information regarding directors’ and employees’ emoluments

Year ended 30 June 2005

43

() FAHREERESHEZEH
HE-ZTHEFAA=Z+ALEE

Retirement
Salaries benefits Total
and other scheme directors’
Fees benefits contributions emoluments
HER BIKER EE@e
we HAbER ST wx
HK$’000 HK$’000 HK$’000 HK$’000
FEx FHT FHT FHT
Name of executive directors BITESHA
Mr. Paul Kan Man Lok [P it - 2,271 21 2,292
Mr. Leo Kan Kin Leung RSERR 4 5 1,800 12 1,817
Mr. Lai Yat Kwong RENEE 2 1,429 15 1,446
Name of non-executive directors FEHITERLR
Mr. Francis Gilbert Knight Francis Gilbert Knight5t 4 10 90 - 100
Prof. Liang Xiong Jian PRI 10 5 - 15
Prof. Ye Pei Da IR AR 10 5 - 15
Mr. Frank Bleackley Frank Bleackley4t 4 10 33 - 43
Mr. Terry John Miller =) Pt 5 92 - 97
Ms. Shirley Ha Suk Ling Bt 5 808 12 825
57 6,533 60 6,650
Year ended 30 June 2004 HE_ZTNFARA=THIEFE
Retirement
Salaries benefits Total
and other scheme directors’
Fees benefits contributions emoluments
ek RORAE R EEHe
ik H s FrEIfER 4
HK$'00! HK$'000 HK$'000 HK$'000
FHT FAT FAT FAT
Name of executive directors HITERHS
Mr. Paul Kan Man Lok S - 2,271 21 2,292
Mr. Leo Kan Kin Leung BBEREE - 1,083 12 1,095
Mr. Lai Yat Kwong RANTE - 860 15 875
Name of non-executive directors FEMITERHER
Mr. Francis Gilbert Knight Francis Gilbert Knight%t 4 10 90 - 100
Prof. Liang Xiong Jian R IR 10 5) - 15
Prof. Ye Pei Da BRI 10 5) - 15
Mr. Frank Bleackley Frank Bleackleyst 4 10 30 - 40
Mr. Terry John Miller HERAE 5 45 - 50
Ms. Jennifier Cheung Mei Ha REBLZ L = = = -
45 4,389 48 4,482

The remuneration for non-executive directors comprises
directors’ fees and other emoluments which vary with the
number of committees on which they serve.

FRTEZCMERBESRERE
e BrEFHELRZEEHAE
A PR



Notes: (Continued)

(i)

(i)

BEMXEBARAR —2RRFFR

BaE: (48

Information regarding directors’ and employees’ emoluments (Continued) (i) FEHESHESHMEZEN (S
Employees B8
The five highest paid individuals of the Group included three (2004: two) AEEREREGTALTEE=4 (=220
directors of the Company, details of whose emoluments are set out above. FMB) ARRES EMESFEEHN L3
The emoluments of the remaining two (2004: three) highest paid REEEBRME (CTENF:=2) &mFA
employees of the Group, not being a director of the Company, are as T (WHARRZES) ZBENT:
follows:
2004
—TTMEF
HK$'000
FHET
Salaries and other benefits e REAMER 3,565
Performance related incentive payments BRIERRERZ Re 68
Retirement benefit scheme contributions RREFETBIEK 236
3,869
Emoluments of these employees were within the following bands: HERE ZMEN T THIEE:
Number of employee(s)
EBEAH
2004
—EEMEF
HK$1,000,001 — HK$1,500,000 1,000,0013% 7 — 1,500,000/87 3
HK$1,500,001 - HK$2,000,000 1,500,001 7T — 2,000,000/ 7T -
Retirement benefit scheme contributions (i)  RKIEFIFEIGERR
2004
—EEmEF
HK$'000
FHET
Retirement benefit scheme contributions to A% E 2 FREHFEIZH 2
the Group’s defined contribution scheme RIREFRIFH B 1,072
Retirement benefit scheme contributions to A% E Z FREEFEIZ 2
the Group’s defined benefit scheme BRAERIFT BRI 3,365
4,437
Defined contribution scheme EREARETE

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 (2004: 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.

ARRIB A THBARARNPAEERL
—IHRAREAE Bl % R Bl c BERAKE
ZEBESRER YEREBLZEARESZ

B4R Bt RN 2 RN R S BT A
EEZERIRAEE L X RN BRES 2
KRB NS EREREEERZ AR
58 AR EAR BN 2 HFORRR B2 M2

=
N4

REEE R W ERESRHBIMES 2R
B - b (R AT P AR AR SR A 43
F(—TTEEFE | -

BE-ZTTE+ - A AEERENE B2
FERAERERS 2 LRt AES ([81E
&) 58l B RARTIKR AR BIR
RtEH & BEA S EiRaR S 3R OIEE
Z LR phatE st BIEH 2 ke
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Notes: (Continued)

(ii)

Retirement benefit scheme contributions (Continued)

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 Ms. Alison Bostock, Fellow of the Institute of
Actuaries, and were updated to 30 June 2005 for the accounting reporting
purpose. The assumptions which have the most significant effect on the
results of the valuation are those relating to the rate of return on
investments and the rates of increase in salaries, pensions and share
dividends.

The main actuarial assumptions used were as follows:

B

(ii)

45

(&)

SERABA B (E)

EEEAEE
AREBTETHBARRL—HATER
ZRERME Bl EaEt B DRI B RIES R
THAR 2 ERR IR B B & i 2 &g
= RIS - A A Frat REM21R . B RE
AR Lt E

BIRG BISEE R SR = F RE B AR
TR EEE 2 B30 YR BE R MR
RIRZ: 8 B B — MR FESHE R EFIR
HARAE 2 RISES 2 BAREN THEL
e 21.67%%22.50% 2 [H A5 B I R i
H AR K& EARE Al o il 2 T Bl B ENS E R {E
REBENAEREDN-_EE=F+_A
=+—HABEEZEEH B Alison Bostockz 1
EITWERZTTRAFENA=THEHE
ETEFRREE - HAEERSATEZR
BNABRECBERF S BRASERE Y
HEANLL R 5T 2 R %o

PRz EZBEBERNT

30.6.2004
—TTMEF
~NA=+A
Discount rate BLIR % 5.70%
Expected return on scheme asset A2 A BB E R 7.60%
Expected rate of salary increase FEHZ FH S iR 3.00%
Future pension increases KRR ZBRIKE TR 3.00%

The actual valuation updated to 30 June 2005 showed that the market
value of the scheme assets was HK$207,735,000 (2004:
HK$189,951,000) and that the actuarial value of these assets represented
61% (2004: 65%) of the benefits that had accrued to members. The
shortfall of HK$12,777,000, 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:

EHE—TTAFANA=THZRBEMER
T~ s8I EE 2 H{ER207,735,0008 7T (= F
PO :189,951,00087T) - Mz EEEZHE
HRERRREEEMN61% (—FTME:

65%) ° 12,777,000/ 7T 2 fR 58 - B TERR
BEEBRFEBLHEERATFEI0%RK

B AR EIE 2 10% (AREE BE) 2 8
- NBBIE S 2 T BRI E S (105
fibst) Pk

ShERBEM R BN RS BERTERZ
SEMT:

2004
—TTMEF
HK$'000
FT

Current service cost
Net actuarial losses

RITARIE A
TEEEEFE

3,365
446

3,811

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

AEEXHEFA—RRITRE
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Notes: (Continued)

(ii)

Retirement benefit scheme contributions (Continued)

Defined benefit scheme

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

BEMZXEEERAR —SRAFFH

BfaE: (48)

(i) BAEFE BN (F)

EREEAE

EAKE 2 EREARABAEMEL L
SHEOFABERER s T

2005
—BEHF
HK$'000
FET

Fair value of scheme assets TEEE L ATE
Present value of funded obligations BFEREZHRE
Net unrecognised actuarial losses RERZ FEE B 1EFE

207,735
(339,292)
46,706

(84,851)

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

S 2 B EFEEHNT:

2005
—BEHF
HK$'000
FET

At beginning of the year F9)
Currency realignment FEH AR
Amount charged to the consolidated

(85,769)
1,151

(7,394)
7,161

(84,851)

income statement iR A B m AR 2 IE
Contributions R
At end of the year FiE
Interest on bank and other borrowings IRITREAMEE 2 F S
— wholly repayable within five years —RAFREHEE
— not wholly repayable within five years —BERAFNBHER
Finance charges on finance leases MEHE  HEER
Issue costs of convertible bonds AT AR E 5 2 BEATRAR

2004

= TR
HK$'000
TR

189,951
(294,417)
18,697

(85,769)

2004

= TR
HK$'000
TR

(78,114)
(7,370)

(3,811)
3,526

(85,769)

2004
—ZETNF
HK$'000
FHBT

16,101
175
120

2,043

18,439
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2005 2004
—EERF ZETE
HK$’000 HK$'000
T FHT
The charge comprises: MEZLBE:
Hong Kong Profits Tax BANEH
— current year —AREFE 241
— underprovision in prior years —REFETREE 262
Taxation in other jurisdictions Efbal AR 214
717
Deferred taxation (note 29) IEERIE (Mi5E29) (13)
704
Hong Kong Profits Tax is calculated at 17.5% (2004: 17.5%) on the EBNER AR B BB 2 (TR %
estimated assessable profits derived from Hong Kong. Taxation in Fi%17.5% (ZEZPN4E:17.5%) 7 &t
other jurisdictions is calculated at the rates prevailing in the o Hth AR TR IB TR AR R AR &
respective jurisdictions. BERAZ B EGTE-
The low effective tax rate is attributable to the fact that a substantial EERMZXREZEEASAREBKILD T
portion of the Group’s profit neither arises in, nor is derived from, BEIEEBARE MIERE S WHBAEM
Hong Kong and is accordingly not subject to Hong Kong Profits Tax INE ISR Mt % F B e B E
and such profit is either exempted or not subject to taxation in any AT (A EoAth B A RE R 2 B I
other jurisdictions.
Details of deferred taxation for the year are set out in note 29. ANEFEIRER A 2 FHEE R HIFE29 o
The tax charge for the year can be reconciled to the profit per the NEFE 7 BIAS H BI85 %R 2R FIH R
income statement as follows: i
2005 2004
—EERF —EENE
HK$’000 HK$'000
T FHT
Profit before taxation B A= A 573,584 363,984
Tax at Hong Kong Profits Tax rate BEBIEHRELTS%THEZ
of 17.5% (2004: 17.5%) B (ZZEZTWMF:17.5%) 100,377 63,697
Tax effect of profit exempted or not subject 7 E fth B34 (& JEEA R A 5k
to taxation in other jurisdictions BERB 2 B2 Big g (105,111) (60,304)
Effect of different tax rates of subsidiaries KB A RIREAb sl AR
operating in other jurisdictions B2 TRRE 2 2 177 71
Tax effect of expenses not deductible for ~ TAIBLELTE B BRI 2 Bsx 2
tax purposes & 2,272 1,145
Tax effect of income not taxable for AT B T /A Z
tax purposes M2 (1,098) (4,457)
Tax effect on utilisation of tax losses B A BERERTIEEEZ
previously not recognised M2 (387) (805)
Tax effect of tax losses not recognised KERTEBBRZHETE 6,238 2,311
Underprovision in prior years BAEFET TR 62 262
Others HAh (2,013) (1,216)

Taxation for the year NEE 2 THIE 517 704
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BEMZXEEERAR —SRAFFH

Final dividend proposed in scrip form
equivalent to 3.1 cents
(2004: 2.7 cents) per share,
with a cash option

Interim dividend paid in scrip form
equivalent to 1.7 cents
(2004: 1.6 cents) per share, with a
cash option

Underprovision in prior year

RABAB T AT 2 BUR
R B AEREHS. E
(ZZZWE:2.778l)
EERS

RARA RT3 KA 2 o H
B BRSNS 7B
(ZZZMF:1.654l)
EERE

EEETRER

2005 2004
—ETHF —TTNF
HK$’000 HK$'000
FHT FHBT
31,957

15,456

7,891

55,304

The proposed final dividend for 2005 is based on 1,242,387,337

shares in issue at 30 June 2005.

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

on the following data:

— TR REEREASRE VRN T
RFENA=THZBEBT1,242,387,337
RARAE-

AR REESEERATNTYZ ISR E

Earnings for the purpose of calculating
basic earnings per share

Effect of dilutive potential ordinary shares:
Interest on convertible bonds
Issue costs of convertible bonds (Note 1)

Effect of convertible bonds of a subsidiary

VAT EEAR SR A7 2 B F

ERREEEETE:
AR S 2 F8
AiakEs 2 BT ER (KD

— KM@ AR AR ES &

Earnings for the purpose of calculating
diluted earnings per share

VAR B #a B i B 2 87

2005 2004
—EERF —TTE
HK$’000 HK$'000
THET FHT
(As stated)

(&%)

458,726 296,550
466 687
2,072 2,043
(3,473) =
457,791 299,280

Number of shares (In '000)
BB (CATFRRE)

Weighted average number of shares

for the purpose of calculating basic
earnings per share

IR R AT IRET 2 0
FHRGHE

1,209,115 922,938

Effect of dilutive potential ordinary shares
Convertible bonds
Warrants (Note 2)

ERREEEEYE
AR ES
RRkkERE (KaE2)

35,659

35,659

Weighted average number of shares for
the purpose of calculating diluted
earnings per share

TSI SRR T 2 D
FHRGHE

1,244,774 987,844




Notes:
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1. For the purpose of calculating the diluted earnings per share, the effect of
issue costs of convertible bonds has been taken into account and
accordingly the comparative figure has been restated.

2. The computation of diluted earnings per share for 2005 does not assume
the exercise of the Company’s outstanding warrants as the exercise price of
those warrants is higher than the average market price for shares for 2005.

49

B

A HEEBERANNS 2 ATTRRE
FERTERZZE WEAMET| LLREF-

BN R AT R AR 2 (T E SR
BIDR =TT RE 2 FHHE RN
TRHELEEERBNE WERBRRZ TR
BT

Plant and
machinery
and
telecommun- Furniture
Land and ications and Motor
buildings networks fixtures vehicles Total
RS e Es
THREF REAAE GRAREE | Mt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T FHT T FHT
THE GROUP NEEF
COST RAME
At 1 July 2004 RZZEZTWFE+ A —H 61,321 1,001,774 15,478 12,177 1,090,750
Currency realignment bE 5 A (216) (832) - - (1,048)
Additions NE - 8,394 151 577 9,122
Disposals HE - (24,133) - (2,509) (26,642)
Transferred to inventories  BAGFE - (393) - - (393)
At 30 June 2005 R-BEERFA=1H 61,105 984,810 15,629 10,245 1,071,789
DEPRECIATION e
At 1 July 2004 RZZEZTWFE+ A —H 18,802 967,117 15,058 11,065 1,012,042
Currency realignment bE 5 R (63) (2,149) - - (2,212)
Provided for the year F B 1,985 15,368 333 460 18,146
Eliminated on disposals o R B R - (23,816) - (2,450) (26,266)
Eliminated on transfer BATF &R
to inventories - (368) - - (368)
At 30 June 2005 RN_ZEERFNA=+H 20,724 956,152 15,391 9,075 1,001,342
NET BOOK VALUES BRERE
At 30 June 2005 RZZETRFA=1+H 40,381 28,658 238 1,170 70,447
At 30 June 2004 R-ZETmEXA=+E 42,519 34,657 420 1,112 78,708
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The net book values of the Group’s NEB 2 Y EERIRE
property interests comprise: FERE:

Freehold properties held outside REBUIMLEIFE 2
Hong Kong KA SR

Leasehold properties: R

Held in Hong Kong REBRFHE
— long leases —RHAZL
— medium term leases — R EREZ A

Held outside Hong Kong REBAIMEEFEE
— long leases —RHAZL
— medium term leases — R EREZ A

Net book value of plant and machinery EREHERE ZHE
and telecommunications networks IR R B AL 2
held under finance leases BREDF(E

The Group leases equipment to customers ANEEIREEHEEHHE
on operating leases terms. The net book BMTEF-BRE=IMZ
value of such equipment, which is IREFED B IETE RS
included in plant and machinery and Hees R BN
telecommunications networks, AT

is as follows:

Customer equipment at cost
Less: Accumulated depreciation

B KA
W BEHTE

Net book value

AREDFE

At 30 June 2005, certain land and buildings of the Group with a net
book value of HK$10,277,000 (2004: HK$10,467,000) were
pledged to a bank as security for banking facilities granted to the

Group.

BEMZXEEERAR —SRAFFH

THE GROUP
NEE
2004
—ZETNF
HK$'000
FHBT

15,735

18,231
3,334

1,212
4,007

42,519

871

110,060
(103,137)

117,506
(108,818)

6,923 8,688

AEER —ZEERFNA=THKE
FME 310,277,000/ 7T (ZETMHEF:
10,467,000 7T) 2 & T L REFEE
MPRIT FRAKBERRRITHEZ

R
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THE GROUP
NEE
2005 2004
—EERE s
HK$’000 HK$'000
FHET FHBT
COST BRERAE
At beginning of the year F4] 1,230,128 1,430,521
Additions NE - 324,480
Transferred from deposits BeEe 530,446 279,240
Transferred to investments BALE - (804,113)
At end of the year FiE 1,760,574 1,230,128
AMORTISATION ey
At beginning of the year F4) 245,219 167,656
Provided for the year REZ G 180,508 287,844
Eliminated on transferred to investments RIS A R AH - (210,281)
At end of the year FiE 425,727 245,219
NET BOOK VALUE REFE
At end of the year Fik 1,334,847 984,909
Net book value of systems and BRARGREE 2
networks under development BREFE 452,400

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.

RS R AR B IRRAL R B A AR
BEG NG B ERRA AN B 2 &
AR ABRIZERIE B mRRIEAEREA S
Eet 2 st I EAREENRZAFE TN

THE COMPANY

RAF

2005 2004
—ETHF —TTNF
HK$’000 HK$'000
FTExT FHET

Listed shares in Hong Kong REBLEMERG
— at cost — B AME 127,201 109,023

Unlisted shares FE A% fn

— at carrying value —ZEREE 107,947 107,947
— at cost — B AME 10 10
Investments in subsidiaries REB AR ZEE 235,158 216,980
Market value of listed shares w2 mE 562,742 282,079
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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 2005 are

BEMXEBARAR —2RRFFR

FE LM Z IREET AR EEETEE
EERRREBKE 2B AR ZBEEE
EREFERESE.

AR EZEMBRARN-ZETRFRA

set out in note 39. =+ B ZFHEERMIEEIQ ©
THE GROUP
AEE
2004
—ETpuE
HK$'000
FHT
Unlisted investments in e-commerce EFEBEE I FMREL

projects with guaranteed return, at cost BRBER EKAE 482,160
Capital receipts from the investments &Rk B (54,519)
Impairment losses recognised EHERBEEE (104,410)
323,231

The Group has entered into agreements with third parties to invest
in e-commence 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.

In 2004, the Group assigned the interest in certain e-commerce
projects with an aggregate carrying value of approximately
HK$55,994,000 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.

At 30 June 2005, the directors identified impairment losses of
HK$104,410,000 (2004: HK$104,410,000) 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.

AEBC RS HE =T R UIRER
BFHEEAR WEHHE 2SN R20F
i AREARRE I FHE WA FHE
ZWhE A LAY R ©

R-ZTE AEEFEREREELD
55,994,000 T2 & TEFREIER 21
HEETEFIREER AR MAEERE
B EREER AR 2 AR (ERE
W RIRE B im0 ARE D FTAMK
BIAERR HETDRBADELH 2R
TEHED (RHBAErBERA 2REW
ARG @A) -RIZ AR E E i 18
T2 BRI HRAEFF D BREE
AR AR

R-BERFAA=+H EEHEFHE
THH Z 2SR EMEE78104,410,00078 7T
(ZZZPU4:104,410,00058 7T) -tk Jh %
RIEFZEREMSRERE 2Z2REZ
AFEEMm GG

EZRA DB 2 HREEKIHESER
HARmE(E-
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THE GROUP
REH
2004
—TTFE
HK$'000
FHT
Unlisted investments in
telecommunications projects with BAIEB 2 ELTRE
guaranteed return, at cost IREBE R LK ANE 395,176
Capital receipts from the investments REFT 2 BN (60,390)
Impairment losses recognised BERRERSE (34,974)
299,812

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

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 2005, the directors identified impairment losses of
HK$34,974,000 (2004: 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.

AEEC RS HE =T R HH  IRER
BRAIMEER 2 BRIAE W E R ZEL
HIRSE13% iR AEEGRRN il ih
& FHIRR R M 2 e B 0t (REE
738 B A Bl B K

R-ZE=F AEEHEREREELD
395,176,000/ T2 EFfIA B R EE T %
FIREZR AR NEERIERS I EREE
BARZETRARREREHR-RIEER
et 2 R AEE BRI AR E SRR
BT DNRAD B LB 2 R E Bt
(REMEE 2 REWRADE BEPTAL) ©
REAHE B BESTHNIEEF
HEAEGFFES BEEUERIRE R R

R-ZEZRFRA=+H EFHEMER
2 R E R E1E34,974,000 T (= F
TPU4F:34,974,000/8 7T) * b TH RN TR =4
EREMGHENE 2EREZATEE
M fdEte

EERA LKA HREESSEER
HRmEE-
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Investments with
guaranteed return

REREEHZRE
2005 2004

“EERE Peeluf
HK$’000 HK$'000
FHT TAT

THE GROUP PN |
Unlisted equity securities, at cost/ EEmRAES

carrying value BRAE/ REE 753,869 593,969
Capital receipts from the investments & &FTz EA (94,028) =
Impairment losses recognised BRERAEER (XN (17,060)

606,352 576,909

Carrying value of investments in REFREMIIA

securities analysed for reporting ERBDITZEH

pUrposes as non-current RAREA 606,352 576,909
THE COMPANY b NG|
Unlisted equity securities I LR E S
Carrying value of investments in AERENIA

securities analysed for reporting FRB AT BHFERE

purposes as non-current REE

In 2004, 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 carrying value of approximately
HK$519,089,000. 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.

At 30 June 2005, the directors of the Company reviewed the
carrying amount of investments 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$53,489,000 (2004: HK$17,060,000) on the
investments, 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.

BEMZXEEERAR —SRAFFH

Investment
securities without
guaranteed return Total
WERREFEFZEFRE

2005 2004 2004
—ETHE ik ZZTNE
HK$'000 BRGIEH0N HK$'000 G100

TEL TR TEL TR

369,633 369,633 RWYXR1Y)
= o (94,028)
= o (53,489)

369,633 SIEENERR 975,985

369,633 369,633 EECYERTE]
361,960 SIS 361,960
361,960 FESEIRCEIN 361,960

963,602

(17,060)

946,542

946,542

361,960

361,960

R-ZTE AEBKE T RRREEZ
REERETZRREERRR] WERILE
REER A B 2 & TRAEREREELD
519,089,000 TR B3 -1R 1B E & 5
2GS AEBET N AFHRATFF
o HWERTEE 258 (ERARIEEEEE B
NZERE 2 B

R-ZEZRFANA=TH AAREZER
ERITTI WRERIREE 2 MBEER
REET BHIRE ZREE-ERE A
SR AR EEIE53,489,000/& 7T (=
ZTPYE 17,060,000/ 7T) - it THER TR
AREREMBRERE 2EREZAF
BEMMbR

=R DREZAREERDESR
HARmE(E-
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THE GROUP THE COMPANY
REH AN H]

2005 2004

—22REF —TTpneE

HK$'000 HK$'000

TR TR

Unlisted shares, at cost I ETAR D R AN E 284,000 284,000
Share of net assets EIhEEFE = -

284,000 284,000
Amount due from an associate JE st & N R FRIE = =
284,000 284,000
Particulars of the Group’s associates at 30 June 2005 are as RZZETRAFAA=TH AEEZBHER
follows: AlFEIBEAT:
Proportion of
nominal value of
Place of issued capital directly
Name of company incorporation held by the Company Principal activities
AABEEFEZ
NEEH AT B St B ERITRAEELL 5 FEEH
Project Technology Limited British Virgin Islands 40% Provision of e-commerce
EBER RS services
RHEFEERS
Belcher Technology Limited Samoa 31% Investment holding in
EEGES software consultation
and the development of
software systems
BHETGER 2 IREER R
B R
Deposits were paid in connection with the following: RUATHE BN ZEE:
THE GROUP THE COMPANY
AEE NG|
2005 2005 2004
—BETHF —EERF ZETE
HK$’000 HK$’000 HK$’000
FHET FHET FTERT FHET
Systems and networks projects ES N EEl= 920,400 530,446 = =
Acquisition of investments Wigie & 132,600 253,500 132,600 253,500

1,053,000 783,946 132,600 253,500
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BEMZXEEERAR —SRAFFH

THE GROUP
ZEE
2005 2004
—EBERF —ZETNF
HK$’000 HK$'000
THET &L
Raw materials R 14,297 16,363
Work in progress TR 2,326 2,193
Finished goods 2R R 10,375 8,532
26,998 27,088
Stated at cost B AESR 24,881 24,721
Stated at net realisable value BEIFFEYIR 2,117 2,367
26,998 27,088
THE GROUP
ANEH
2005 2004
—senF R
HK$'000 HK$'000
FRT FHBT
Trade receivables R B SRR
Guaranteed distribution receivables FEUWIRE Ik 188,283 103,229
Others HAih 452,348 309,049
640,631 412,278
Other receivables oA e U AR R 230,352 355,318
870,983 767,596

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. The aged analysis of
trade receivables at the reporting date is as follows:

AEEREE SR EITAR L EEBER-
EmztE TR
RE N TS BERMA TN FI0EISRZ
EEH-EEE S RN R E B2 Rk D

RIEREZ(EB RB R

0 - 60 days
61 — 90 days
91 - 180 days
> 180 days

0—60H
61—90H
91—180H
>180H

o
THE GROUP
AEE
2005 2004
—ZEREF —ZTTFE
HK$’000 HK$'000
FEx FAT
553,277 166,513
52,400 99,669
1,750 119,911
33,204 26,185
640,631 412,278
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Interest bearing deposits FTEER 690,742
Bank balances and cash WITHEERRE
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THE GROUP THE COMPANY
EE LS

2005 2004

—ERILF =TT pneE

HK$’000 HK$'000

TR FERT TR

609,517 8,648
109,739 1,698

738,314 719,256 10,346

At 30 June 2005, the balance of trade and other payables included
trade payables of HK$10,740,000 (2004: HK$10,983,000). The
aged analysis of trade payables at the reporting date is as follows:

R-ZEZERFANA=TRH BNESREM
BRR 2 4 AT B4510,740,0008 T (= F
Z 04 10,983,000 7T) < FERT E Sk

R ENEZRFN I E B 2Rk DT
wm:

THE GROUP
M
2005 2004
—2ERAHF —TTME
HK$'000 HK$'000
TR TR

0 - 60 days 0—60H 5,984 5,324
61 — 90 days 61—90H 622 1,593
91 - 180 days 91—180H 1,301 905
> 180 days >180H 2,833 3,161
10,740 10,983
THE GROUP
REH

2004

—EENEFE

HK$'000

FHET

At beginning of the year F9 2,058
Currency realignment HEE 34, 58 2 129
Provided during the year FREEE 2,291
Utilised during the year FREBHA (2,912) (2,712)
At end of the year FiE 1,716 1,766

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.

REBFHEEEEZRBELRIENY

ABMER ZREME REREXSSET
212 AREMTE AR BE R 2 &
ERPAe



58 BENREEERARN —SBREER

THE GROUP THE COMPANY
KEE S

2004
—ZETNF
HK$'000
FHBT

Bank borrowings comprise the IRITEBEBRENT
following: BIA:
Bank loans IRITER 56,054 102,326 40,000
Mortgage loan BIBE K 2,347 2,970 =
Bank overdrafts RITEX 519 50 —
58,920 105,346
Included in the Group’s balance above were bank borrowings of BIERAEE LA ARITEE
HK$2,866,000 (2004: HK$3,020,000), which were secured by 2,866,000/ 7T (ZZZ P04 : 3,020,000/
the Group’s land and buildings with a net book value of JT) ' B AN S B LARRENFE 410,277,000
HK$10,277,000 (2004: HK$10,467,000). BT (ZZZ 410,467,000 7T) 2+
AT IR R
THE GROUP THE COMPANY
EE RAF
2004
—ETNF
HK$'000
FHET
Bank borrowings bear interest at RRITHIHFIEEE
prevailing market rates and are ZIRITEEZ
repayable as follows: AR
On demand or within one year BB —FR 57,202 102,984
Between one to two years —EMFA 672 647
Between two to five years MERFRA 1,046 1,715
58,920 105,346 40,000
Less: Amount due within one year W — FEARHE
shown under current liabilities FtERBEN AR
x| (567,202) (102,984) (40,000)
Amount due after one year —FRIH 58 1,718 2,362
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THE GROUP
NEE
2005 2004
—EERE —TTF
HK$’000 HK$’000
FaT FHT

The other borrowings represent block EfEEEARITNER
discounting loans and are EE AN TR

payable as follows:

Within one year —FR 4,309 7,425
Between one to two years —ZEMFER 2,594 4,355
Between two to five years MERFA 2,299 4,757
Over five years RAFE - 189
9,202 16,726
Less: Amount due within one year B —FNREELS 7
shown under current liabilities B AEZ RIE (4,309) (7,425)
Amount due after one year —FI1REE 2B 4,893 9,301
THE GROUP
REE
Minimum Present value of
lease payments minimum lease payments
HESESRE HERRIREZEE
2005 2005
ZEERF ZEBRF
HK$’000 HK$’000
FBT T
Amount payable under finance leases:  1RIFRMEEERIAT
BRIE 2 R
Within one year —FR
Between one to two years —EWFA
Between two to five years MERFA
Less: Finance charges L B 75 B
Present value of lease obligations HEREZRE
Less: Amount due within one year B —F A EAI S E
shown under current liabilities mBAGEZ S (203)
Amount due after one year —FEIM 8

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 11.75% (2004: 12.11%). 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.

AREEDRERE ABEAEETHE
BN BES - ET R =R
FEAE MEBRFHEERAELL.75% (ZF
TPOF:12.11%) - FERERET4 B BiEERT -
e TR E T EREEHN BV ERHA
SBR[ He
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BEMZXEEERAR —SRAFFH

THE GROUP THE COMPANY
REE RAF

2005 2005 2004

—ETRF —ETRE ZTTNF

US$’000 US$’000 US$'000

T=x FET F=T

Balance at beginning of the year

1.5% convertible bonds issued
during the year

1% convertible bonds issued
during the year

Repayment during the year

Converted during the year

FANEEER 6,600 5,500 6,600 5,500
FREETZ1.5E
QElSEess 8,000 8,000 8,000 8,000

Balance at end of the year

Amount shown in the financial
statements

FABRETZIE

gk ES 8,000 - - -
FREE (1,400) = (1,400) =
FRHHR (5,200) (6,900) (5,200) (6,900)

FHEREER 16,000 6,600 8,000
HK$’000 HK$'000 HK$’000 HK$'000
FEx THET FEx THET
MIEREMTRE R 124,800 51,480 62,400 51,480

THE GROUP

THE COMPANY
REE RN F]
2005 2004 2005 2004

—ZETRF —EENE —ZETRF ZTTNF
HK$'000 HK$’000 HK$’000 HK$'000
FHT FHETT FH#T FHETT

The convertible bonds are
repayable as follows:

Within one year
Between two to three years

AR EFARIAT
HAFR(EE -

—FR 62,400 62,400
ME=FRN 62,400 -

Less: Amount due within one year
shown under current
liabilities

124,800 51,480 62,400 51,480

R —FAEIH
E Y=Yt
BEZ IR

(62,400) (51,480) (62,400) (51,480)

Amount due after one year

M—FREH 2 F0R
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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:

(a) The outstanding principal amount of the Convertible Bonds
may be converted at the option of the Bondholders in whole or
in part into shares of HK$0.1 each in the Company at any time
from 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 Subscription
Agreement, subject to adjustment (the “Fixed Conversion
Price”) or 94% of the average of any five closing prices 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 conversion right 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.

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

Pursuant to the Subscription Agreement, the Company issued part
of the Convertible Bonds of US$8,000,000 in May 2002 (the
“Original Convertible Bonds”), the Bondholder has an option to
require the Company to issue additional Convertible Bonds of
US$8,000,000 (the “Additional Tranche 1 Convertible Bonds”)
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
(the “Tranche 2 Convertible Bonds”) within a defined period.

As part of the Subscription Agreement, the Company also granted
to the Bondholder the right to subscribe for 4,949,905 shares of the
Company at a subscription price of HK$2.3635 per share and
5,881,515 shares in the Company at a subscription price of
HK$1.98 per share as a result of the issuance of the Original
Convertible Bonds and the Tranche 2 Convertible Bonds
respectively. The outstanding subscription rights granted to the
Bondholder was expired on 22 May 2005.

In September 2003, the Company exercised its option to issue the
Tranche 2 Convertible Bonds of US$8,000,000. The issued Original
Convertible Bonds and Tranche 2 Convertible Bonds were fully
converted or redeemed by 22 May 2005.
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On 28 April 2005, the Company entered into a supplemental
agreement with amended terms (the “Supplemental Agreement”)
with the Bondholder, for the subscription of US$8,000,000
Additional Tranche 1 Convertible Bonds. Amongst the amended
terms, the maturity date of the Additional Tranche 1 Convertible
Bonds was extended to 22 November 2005 and the Additional
Tranche 1 Convertible Bonds may be converted at the price equal
to either the Fixed Conversion Price or 94% of the average of any
five consecutive closing prices 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 conversion right
is received by the Company.

As part of the Supplemental Agrement, the Company also granted
to the Bondholder the rights to subscribe for 4,949,397 shares in
the Company at a subscription price of HK$2.3635 per share. The
outstanding subscription rights will expire on 22 November 2005.

During the year, US$5,200,000 (2004: US$6,900,000) of the
issued Convertible Bonds were converted into 36,268,415 (2004
44,747,795) shares of HK$0.1 each of the Company at a price
ranged from HK$0.9870 to HK$1.1938 (2004: HK$0.9871 to
HK$1.4905) per share. At 30 June 2005, US$8,000,000 (2004
US$6,600,000) of the Convertible Bonds remained outstanding.

Subsequent to the balance sheet date and up to the date of this
report, US$1,900,000 of the issued Convertible Bonds of the
Company were converted into 13,306,231 shares of HK$0.1 each
of the Company at a price ranged from HK$1.1017 to HK$1.1168
per share of the Company.

On 1 April 2005, Kantone Holdings Limited (“Kantone”), a 58%
owned subsidiary of the Company entered into a subscription
agreement (the “Subscription Agreement of Kantone”) with an
independent third party (the “Bondholder of Kantone”) for the
subscription of an aggregate principal amount of up to
US$24,000,000 1% convertible bonds due 2008 (the “Convertible
Bonds of Kantone”) issued by Kantone. The principal terms of the
Convertible Bonds of Kantone are as follows:

(a) The outstanding principal amount of the Convertible Bonds
may be converted at the option of the Bondholders of Kantone
in whole or in part into shares of HK$0.1 each in Kantone at
any time from the date of issue of the Convertible Bonds of
Kantone up to one week prior to 1 April 2008, the maturity
date of the Convertible Bonds of Kantone, at a price equal to
either 125% of the average of the closing prices per share of
Kantone for the 30 consecutive business days immediately
prior to the date of Subscription Agreement of Kantone,
subject to adjustment (the “Fixed Conversion Price of
Convertible Bonds of Kantone”) or 93% of the average of any
five closing price per share of Kantone as selected by the
Bondholder of Kantone during the 30 consecutive business
days immediately prior to the date on which notice of exercise
of the conversion right is received by Kantone (the “Floating
Conversion Price of Convertible Bonds of Kantone”), provided
that both the Fixed Conversion Price of Convertible Bonds of
Kantone and the Floating Conversion Price of Convertible
Bonds of Kantone shall not be less than the par value of the
Kantone’s shares.

(b) The Convertible Bonds of Kantone bear interest at the rate of
1% per annum and interest will be payable semi-annually in
arrears in June and December in each year.
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(c) Unless previously redeemed, converted or purchased and
cancelled, the Convertible Bonds of Kantone will be redeemed
at 100% of the principal amount at maturity.

Pursuant to the Subscription Agreement of Kantone, Kantone
issued part of the additional Convertible Bonds of Kantone with an
aggregate principal amount of US$8,000,000, the Bondholder of
Kantone has an option to require Kantone to issued additional
Convertible Bonds of Kantone of US$8,000,000 within a defined
period and Kantone was also granted an option to issue and require
the Bondholder of Kantone to subscribe an aggregate principal
amount of Convertible Bonds of Kantone of US$8,000,000 within a
defined period.

As part of the Subscription Agreement of Kantone, Kantone has also
granted to the Bondholder of Kantone the right to subscribe for up
to 30,437,073 new shares in Kantone at a subscription price of
HK$0.3844 per share.

Subsequent to the balance sheet date and up to the date of this
report, US$3,400,000 of the issued Convertible Bonds of Kantone
were converted into 74,160,000 shares of Kantone of HK$0.1 each
at a price ranged from HK$0.3274 to HK$0.3637 per share of
Kantone.
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THE GROUP
AEE

2004
—EENE
HK$'000
FHET
Balance at beginning of the year FH4EE 190
Currency realignment M 5, A% 16
Movement for the year (note 9) REFEEE (F5E9) (13)
Balance at end of the year FHERER 193

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$170,625,000 (2004:
HK$137,495,000) and HK$14,918,000 (2004: HK$7,877,000)
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
REE &5
‘000 HK$'000
FR% FHBT
Authorised share capital of HK$0.1 each: SRE{EO. 18T 2 EAERA:
Balance at 1 July 2003, 30 June 2004 R=-ZE=F+H—H"
and 30 June 2005 —EENEANA=THER
—EERFEANA=THZER 30,000,000 3,000,000
Issued and fully paid share capital BREEC.IBTZERTE
of HK$0.1 each: HMERA:
Balance at 1 July 2003 R-BE=F+tA—B &% 664,300 66,430
Issue of shares upon conversion of
Convertible Bonds R ES MEITRG 44,748 4,475
Issue of shares upon exercise of 11 TN FREE
2004 Warrants ﬁ’ﬁ%’"ﬁﬂxf 109,626 10,963
Issue of shares upon exercise of TE =TT R FRAREE
2005 Warrants mEITAR G 23 2
Issue of shares as consideration to BITRIDEREA
acquire an investment in securities BHIEEZRE 100,000 10,000
Issue of share upon placements PR S MBI TS 255,300 25,530
Issue of shares as 2003 final BITRDER_ZTZ=4F
scrip dividend RELARRA B 7,541 754
Issue of shares as 2004 interim BITRODER _ZZ NS
scrip dividend AR EBARE AR B 2,061 206
Balance at 30 June 2004 RIZZEZMFEASA=THK
and 1 July 2004 “TENFLA—HZE 1,183,599 118,360
Issue of shares upon conversion of
Convertible Bonds R?ﬁ—fﬁﬂxﬁ%‘%ﬁﬁﬁ‘ﬁﬁx{ 36,268 3,627
Issue of shares upon exercise of TR TR ERREE
2005 Warrants ﬁ’ﬁ?"ﬁﬁxfﬁ 6 1
Issue of shares upon exercise of TE =TT N FRREE
2006 Warrants mETR D 4 =
Issue of shares as 2004 final BITRODER_ZZT NS
scrip dividend RELARRA B 13,429 1,343
Issue of shares as 2005 interim FIRMIEE=TERF
scrip dividend AR EBARE AR E 9,081 908
Balance at 30 June 2005 R-ZZBEZERFEASA=+THZ&ERH 1,242,387 124,239

During the year, the following changes in the share capital of the

Company took place:

(a) During the year, US$5,200,000 of the issued Convertible
Bonds were converted into 36,268,415 shares of HK$0.1
each of the Company at a price ranged from HK$0.9870 to

HK$1.1938 per share;
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(a)
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B ESFE RN FE8R0.98708 T E
1.1938 BT 2 B1% Kk
36,268,415 A A R B REEO. 17
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(b) During the year, 5,609 shares and 4,026 shares of HK$0.1
each were issued at HK$1.68 and HK$1.38 per share
respectively as a result of the exercise of the 2005 Warrants
and 2006 Warrants (as defined under the section headed
“Warrants” below) of the Company by the warrant holders;

(c) InJanuary 2005, 13,428,619 shares of HK$0.1 each were
issued at a price of HK$1.2 per share upon election by
shareholders to receive shares in the Company in lieu of the
2004 final dividend pursuant to the scrip dividend scheme as
detailed in a circular dated 20 December 2004; and

(d) In June 2005, 9,080,985 shares of HK$0.1 each were issued
at a price of HK$1.15 per share upon election by shareholders
to receive shares in the Company in lieu of the 2005 interim
dividend pursuant to the scrip dividend scheme as detailed in
a circular dated 12 April 2005.

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

Warrants

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 had not been 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 expired on 7 February 2005.
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Warrants (Continued)

On 21 October 2004, the Company proposed a bonus issue of new
warrants (“2006 Warrants”) to subscribe for shares equal to 20% of
the issued number of shares of HK$0.1 each on 8 February 2005,
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
had not been exercised by 8 February 2005, to the shareholders of
the Company whose names appeared on the register of members
on 26 November 2004. Pursuant to an ordinary resolution passed
on 17 February 2005, 232,182,661 units of 2006 Warrants were
issued to the shareholders of the Company at an initial subscription
price of HK$1.38 per share of HK$0.1 each of the Company as a
result of the bonus issue of new warrants. The warrants will expire
on 16 February 2006.

During the year, 2005 Warrants and 2006 Warrants carrying
subscription rights of HK$9,423 and HK$5,556 respectively were
issued.
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The Company, Kantone, a 58% owned subsidiary of the Company,
and DIGITALHONGKONG.COM, a 78% owned subsidiary of the
Company, each has a share option scheme under which eligible
persons, including directors of the Company, Kantone,
DIGITALHONGKONG.COM or any of their respective subsidiaries,
may be granted options to subscribe for shares in the Company,
Kantone and DIGITALHONGKONG.COM respectively.

(i)

The Company

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 will 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.

ZI/N
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(ii)

(iii)

Kantone

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 will 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; (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.
No share option under the Kantone Option Scheme was
granted by Kantone since its adoption.

DIGITALHONGKONG.COM

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 will be less than ten
years from the date of grant. The exercise price of the option
is the highest of (i) the nominal value of the shares; (ii) the
closing price of the shares on the date of grant; and (iii) the
average closing price of the shares on the five business days
immediately preceding the date of grant of the options. No
share option under the DHK Option Scheme was granted by
DIGITALHONGKONG.COM since its adoption.
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Capital Accumul-
Share  Dividend redemption  General Capital  Goodwill Merger  Translation ated
premium reserve reserve reserve reserve reserve reserve reserve profits Total

RftieR  RERE RAREEE  -MER KABE O BEEHE AfER  BEBRE R EL
HK$'000  HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000  HK$'000
TiEn TR TR TR TR TiEn TiEx TiEn TiEn TiEn

THE GROUP
At 1July 2003 WZZEZ=%+A-H 417,170 17,272 50 1366003 10549  (39,184) 8,358 (259) 1,626,429 3,144,334
Premium arising from issue of shares RTIRERTRDFEE 2 EE
—on conversion of convertible bonds ~ Rk ESR 49,288 - - - - - - - - 49,288
— as consideration to acquire ~fEBBEAREZKE
an investment 165,000 - - - - - - - - 165,000
- on exercise of warrants R 116,405 - - - - - - - - 116,405
- on distribution of scrip dividend 14,129 - - - - - - - - 14,129
- on placements of shares -EERR 395,513 - - - - - - - - 395513
Expenses paid on placements of shares RERABEHRR (21,943) - - - - - - - - (21,943
Exchange difference arising on translation ~ REAMNINERK 2 BEEE
of operations outside Hong Kong FELZERZS - - - - - - - (4,904) - (4,904)
Net profit for the year REEHF - - - - - - - - 296550 296,550
Dividends for the year REERE
— underprovision in prior year -LEETRER - 7,891 - - - - - - (7,891) -
- interim ~hE - 15,456 - - - - = - (15456 =
—final ~K8 - 31,957 - - - - = = (31,957) =
Dividends paid BIRERS - (25530) - = = = = = - (25530
Issue of shares as scrip dividend BIRERG - (15,089) - - - - - - - (15089
At 30 June 2004 and 1 July 2004 RZZERERA=TAR
“EIMELA-B 1,135,562 31,957 50 1,366,003 10549  (3%,184) 8,358 (5,163) 1,867,675 4,113,753
Premium arising from issue of shares ATIRER TR D FEE 2 EE
~ on conversion of convertible bonds &k 36,906 - - - - - - - - 36,906
- on exercise of warrants 14 - - - - - - - - 14
- on distribution of scrip dividend )Mﬁx’rtﬁ 24,307 - - - - - - - - 24,307
Exchange difference arising on translation I%éW\ $BBERE
of operations outside Hong Kong FELZERZS - - - - - - - 232 - 232
Net profit for the year REEHF - - - - - - - - 45872 458726
Dividends for the year REERE
— underprovision in prior year - HEETRER - 39 - - - - - - (399) -
- interim ~h - 20,954 - - - - - - (20,954) =
—final ~%4 - 38514 - - - - = = (38,514) =
Dividends paid BIRERS - (26752) - = = = = = - (267%2)
Issue of shares as scrip dividend EIRERG - (26558) - - - - - - - (26558)
At 30 June 2005 R-2EREXA=TR 1,196,789 38,514 50 1,366,003 105495 (396,184) 8,358 (4,931) 2,266,534 4,580,628
Attributable to: RE:
The Company and its subsidiaries ARARREMBAR 1,196,789 38514 50 1366003 10549  (39,184) 8,358 (4,931) 2,266,534 4,580,628
Associates BERT - - - - - - - - - -
1,196,789 38514 50 1366003 10549  (396,184) 8,358 (4931) 2,266,534 4,580,628
The general reserve of the Company and the Group represents the ARARAEE 2 — R FHERHRAAE]
reserve arising from the reduction of the nominal amount of the BREE2.5F TR ZHEEBE(R2TZT=
shares of the Company (after the consolidation of shares of 25 FRE2REREEC. 1B 2 TiBmE o
ordinary shares of HK$0.1 each into 1 share in 2002) of HK$2.5 BIRBRMEITZRDEHHE) MELEZ G
each by cancelling the paid up capital to the extent of HK$2.4 on AR ABET _FHEA RS RRA
each share of the Company in 2002. xZER2.457T°
The Group’s merger reserve represents the reserve arising from the AEBZ AHEEER -—NN_FETE

group reorganisation in 1992. | S AR A 2 A
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The Group’s capital reserve represents the amount arising from a
bonus issue of shares of a subsidiary of the Company by way of

capitalising the subsidiary’s accumulated profits.

BEMXEBARAR —2RRFFR

REEZ ERFREIERES AR R — KB
RAZ RaMBEFTERZ 75 FHITHM
BRRARPTES 2 S Fe

Capital
Share Dividend General  redemption Special  Accumulated
premium reserve reserve reserve reserve profits Total
RiHEE et - EREEREG KRR 6 il uE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEr TEr TEn TEr TEx TEx TEr
THE COMPANY NS
At 1 July 2003 RZEE=F+A—-H 417,170 17,272 1,366,003 50 107,947 52,601 1,961,043
Premium arising from issue of shares A TSIRRETRA
FEEZRE
— on conversion of convertible bonds — AT RRES 49,288 - = = - = 49,288
— as consideration to acquire —fEREARE
an investment RE 165,000 - - - - - 165,000
- on exercise of warrants —{TfEAmER 116,405 - = = - = 116,405
- on distribution of scrip dividend ~AERARIE 14,129 - = = - - 14,129
- on placements of shares —~BERR 395,513 - - - - - 395,513
Expense paid on placements of shares ~ BERHEM 26 (21,943) - = = - = (21,943)
Net profit for the year REREF - - - - - 28,998 28998
Dividends for the year TEERE
— underprovision in prior years - LERTRAE - 7,891 - - - (7,891) -
— interim —h = 15,456 = - - (15,456) -
~final ~RE - 31,957 - = = (31,957) =
Dividends paid BIRERE - (25,530) - - - - (25,530)
Issue of shares as scrip dividend BiRekh - (15,089) - - - - (15,089)
At 30 June 2004 and 1 July 2004 mENA=TAR
MELA—H 1,135,562 31,957 1,366,003 50 107,947 2629 2667814
Premium arising from issue of shares A TSIRRETRA
FEEZHE
- on conversion of convertible bonds — R ES 36,906 - - - - = 36,906
- on exercise of warrants — IR AER 14 - = - - - 14
- on distribution of scrip dividend ~AERARIE 24,307 - = = - - 24,307
Net profit for the year RERAF - - - - - 79,596 79,59
Dividends for the year REERE
— underprovision in prior years - LERTRAE - 39 - - - (399) -
~ interim —HE - 20,954 - - - (20,954) -
~ final ~ K5 - 38,514 - - = (38514) =
Dividends paid BIRERE - (26,752) - - - - (26,752)
Issue of shares as scrip dividend BIRERR - (26,558) - - - - (26,558)
At 30 June 2005 RZZZRERA=TH 1,196,789 38,514 1,366,003 50 107,947 46,024 2,755,327

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.

The Company’s reserves available for distribution to shareholders

as at 30 June 2005 amounted to HK$1,558,488,000 (2004:

HK$1,532,202,000) which comprise dividend reserve, general
reserve, special reserve and the accumulated profits.

PN/NG S [ D=9 NG
Champion (Cook Islands) Limited &2KTT
(Cook Islands) Limited 2 B9 & B ' 3 F A
]2 1678 & E AR T (A S Bt I TR U B 1 2%
T2 ARRBRDEERE R Z5e

ARRR_ZEZRFRNA=TAAHIIK
TRXR 2 #{##1,558,488,000/% 7T

(ZZ =4 :1,532,202,00077T) * B4
I B — AR R R R RETE A
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2005 2004
—BRAHF —TTME
HK$’000 HK$'000

TR TR

Net assets disposed of: BHEEEFE:
Trade and other receivables B E 5 Rk EALBRTK 221
Gain on disposal of subsidiaries HEMB AR Z W 60
281
Satisfied by: SRAR:
Cash e 281

In 2004, the subsidiaries disposed of contributed HK$1,461,000 to
the Group’s net operating cash flows, HK$664,000 to the Group’s
financing cash flows and had insignificant investing cash flows. The
subsidiaries disposed of contributed HK$6,000 to the Group's
turnover and made a net profit amounting to HK$797,000.

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

R-ZZE BEHENBARRANEEZ
KERSMBIFHRTR1,461,0008TEH
Bl AR B 2 B A IR &M B %45 2K664,000
B HRERS BN ESEAERE
HE B A R AANE B 2 & X F k6,000
ABILERR AR AN 797,000/ 7T

RILENBEARN HEATZ £HERT
HApEE AT

2005 2004
—senF —EEME
HK$'000 HK$'000

FHR TR

Deposits, bank balances and cash FRBRTEFERRS
Bank overdrafts RITIBEY

738,314 719,256
(519) (50)

737,795 719,206

THE COMPANY
ZSA
2005 2004
—2RAHF —TTME
HK$’000 HK$'000
FERT TR

Guarantees given to banks in respect of BB A RESZ ZEREMm
credit facilities granted to subsidiaries MERTTIER 2 B4R

448,800 249,300

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

AEBEREE AR EERERLNEE-
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THE GROUP
KEE

2004
—ZETPF
HK$'000
FHT
Capital expenditure in respect of property, %1% BE kR EE R
plant and equipment and systems and Rz ERAL:
networks:
Contracted for but not provided in the B ETAMERTE
financial statements B P B 69 =
Authorised but not contracted for BERBERETL 388,000 319,897
388,069 319,897
The Company did not have any capital commitments at the balance REEE B - ANA R A B AR
sheet date.
The Group as leasee AEEERABEA
At the balance sheet date, the Group had future minimum lease REER NEEZIEEBEHERYEEKES
payments payable under non-cancellable operating leases in REBz A CEHEREREN 2HE
respect of rented premises and machinery and equipment which ESEMNFEZEEBERAT
fall due as follows:
THE GROUP
EE
2005 2004
—ETRF —TTNF
Machinery Machinery
Land and and Land and and
buildings equipment buildings equipment

T RAEF HER R R A T REF e KRR
HK$’000 HK$’000 HK$'000 HK$'000

FBT FEx FHET FHET
Operating leases which expire: LT E R
Within one year —FR 981 328
In the second to FE_EFRF
fifth years inclusive (ERMFREERN) 2,919 5,733
3,900 6,061
Leases are negotiated for an average term of one to four years and KEERE 2 THHEFHA—2NF  mE

rentals are fixed for an average term of one to four years. STE—ENF 2 FHFEER -
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The Group as leasee (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:

73

REBEER/EEA (8

REHB RNARZEABERYEZ A
AR E RREN 2 AERENKE
ZEBERMT

THE COMPANY

Operating leases which expire: KEREEm:

—FRN
E-EZFRF (ARMFREEN)

Within one year
In the second to fifth years inclusive

RAFE
2005 2004
—EERHE —ZTTFE
HK$’000 HK$’000
FHET FHTT
638
426
1,064

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:

AEEAERHEA
REHE B RNEE A2 BE M MNE
AMEERP A2 &K < B HBERMT :

Within one year —FR
In the second to fifth year inclusive FEFRF (HEMFEEEAN)
After five years RAFE

2005 2004
—BRAHF —TTME
HK$’000 HK$'000

TR TR

11,236 11,315
18,855 18,531
2,017 1,737

32,108

31,583
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During the year, the Company and its subsidiaries other than the
Kantone Group and the DIGITALHK Group had the following
transactions with the Kantone Group and the DIGITALHK Group:

BEMXEBARAR —2RRFFR

FAARRREMBEAR (BEREER
HIEEE %I?\\) RREREENEERE
SEET IR S:

2004
—ETpuE
HK$’000
FHET
Nature of transactions with the HEBKEEETZRZEH
Kantone Group
Fees received for the provision of office BRI A E KRR EAR
premises and facilities, and management  EI2RIGKEZ & H
services 100
Purchases of pagers and equipment B A\ BT R 28 42
Sales of telecommunications equipment SHEEAAM 169

These transactions were carried out after negotiation between the
Group and respective related companies. The purchases and sales
were determined on a cost plus basis. The fees received for the
provisions of office premises and facilities, and management
services were in accordance with the management agreement
entered into between the Company and Kantone.

WER HRAEBELEFMERRAER
i&ﬂ°§f§ﬁ&ﬁ)€$bﬂﬂﬂzg I%m ]
BT (IR N 22 I AR AR DA I B 328 AR 7% AT AR
ZEBRTIRBARRREERBARI L2 EIE
[SE AN

2004
—ETNEF
HK$'000
FHT
Nature of transactions with the HEEEBEEET
DIGITALHK Group ZR 2 &R
Annual fee and technical fee paid [RENEE =Y &5 TR
884
Administration fees received BT E 960

The service fees paid were charged with reference to comparable
market prices as determined by the directors of the Company while
the administration fees were charged at a monthly fee of
HK$40,000 (2004: HK$80,000) pursuant to a management
agreement entered into between the Company and
DIGITALHONGKONG.COM.

ENRBEIRARRES2RAA LR

Zﬁfﬁﬁm%m & A 1T &40, OOO}%TE
—Z T4 80,0007 7T) JHIREAR LR

BRI AIER] L2 B IR 1hh k1 U R
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Details of the Company’s principal subsidiaries at 30 June 2005 are RZZETRFAA=TH ARAISEEM

as follows:

BARZEHENT:

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
AR, ARAREMGZ
NEERE Fed$ih s ERITRAEE ERTRAEELS ETEBER
100BESTSHOP.COM Limited Hong Kong Ordinary — HK$2 100%  Provision of e-shopping and
B LRk —25T internet-based activities
REETEY REBARE
Champion (Cook Islands) Cook Islands Ordinary — HK$1 100%  Investment holding
Limited * EREE LmiRk— 18T REER
Champion Consortium Limited ~ British Virgin Ordinary — US$1 100%  Strategic investment
Islands/PRC Lmlk—1%7T RIEHERE
REERREE/
i
Champion Fax Machine British Virgin Ordinary — US$1 100% Investment holding
Investments Limited Islands/PRC Lmlk—1%mT REER
KEBARRHE/
FEl
Champion International British Virgin Ordinary — US$50,000 100%  Strategic investments and
Investments Limited Islands/PRC EEA —50,000%TT investment in
KEEAREE/ telecommunications networks
FE and e-commerce projects
KRR E RIREEAAE
REFHERE
Champion Luck International Hong Kong Ordinary — HK$2 100%  Property investment
Limited B Limk— 28T MERE
SEERERAT ' o :
Champion Million Industries Hong Kong Ordinary — HK$2 100%  Property investment
Limited B Limk— 28T MERE
HEEXERAA
Champion Pacific Investment Hong Kong Ordinary — HK$2 100%  Property investment
Limited 6 Tk — 28T MEERA
STREERAT o :
Champion Technology Limited ~ Hong Kong Ordinary — HK$1,000 100%  Sales of general systems
BERMBRERLDA B Deferred - HK$1,000,000 products and provision of
LB —1,00087T services and software
JEEAR —1,000,0007 7T licensing
SHE — MR A E R KRR
BB AT
Champnet Limited Hong Kong Ordinary — HK$2 100%  Internet business
BESEERAA B ERRk—287T BT
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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
MR, AAFEMLEZ
NEER RE BRTRAEE BRTRAEERS FEEE
Chief Champion Limited Hong Kong Ordinary — HK$1,000 100%  Property investment
TE2ARAF oy Deferred — HK$10,000 MERE
EiEk— 1,000/ 7T
EER — 10,0005 7T
Chinese Paging Company Hong Kong Ordinary — HK$1,000 100%  Paging operations
Limited o Deferred — HK$2,000,000 B
RXEFERAR LB — 1,000/ 7T
IRRERR — 2,000,000/ 7T
Chinese Science & Technology ~ Hong Kong Ordinary — HK$2 100%  Internet business
Limited BB ERR—2/8T EHRE
AR ERAR
Cyber Solutions Inc. Samoa Ordinary — US$1 100% Internet business
EEDRS LER—1%1T ELAEES)
DIGITALHONGKONG.COM INC.  British Virgin Ordinary — US$1 78%  Provision of an e-commerce
Islands TER—1%1T platform for payment process
REEBRES for global business
RERDAIREETHENK
BEEa
DIGITALHONGKONG.COM * Cayman Islands Ordinary — HK$15,000,000 78%  Investment holding
HEER HREHE L 3EA% — 15,000,000/ 7T REER
DIGITAL COMMERCE LIMITED  Hong Kong Ordinary — HK$2 78%  Provision of an e-commerce
B TER 28T platform and evaluation of
e-commerce opportunities
RUEFHET AR
EFEHEEE
Digital Hong Kong Limited Hong Kong Ordinary — HK$2 78%  Provision of an e-commerce
HEEBBERERAR B L@k -2 platform for payment process
for retail customers and
e-mall based in Hong Kong
REERPRIABBAEN
ZETASREETEE
NREFTA
Eagle Landmark Limited British Virgin Ordinary — US$1 100%  Provision of treasury services
Islands LEk—1%T TRALET RS
RERR RS
ESP International Group Hong Kong Ordinary — HK$2 100%  Advertising and recruitment
Limited BB TER 28T agency
ESPEIREREEAR AR BERBEREAR
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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
&L AAFELEZ
NEEE R ERITRAEE ERTRAEELS ETEEE
Happy Commercial Company Macau Ordinary - MOP25,000 100%  Provision of documentation
Limited JRPY LFAR — 25,0008 9 H services and arrangement
EXBRRA and business consultant
TR BRI ARG B e 2
EEED
Happy Union Development Hong Kong Ordinary — HK$2 100%  Property investment
Limited B TRk — 28T WERE
EBTEARLT ' o :
Harilela Kantone Hong Kong Ordinary - HK$10,000 55%  Investment in
Telecommunications Limited &% EEP% — 10,0008 7T telecommunications networks
RETABSE
High Win Limited British Virgin Ordinary — US$1 100% Investment holding and
Islands Lmlk—1%mT strategic investment
HEERARES REZERRRBMERE
Hong Kong IT Alliance Limited ~ Hong Kong Ordinary — HK$2 100%  Information technology
BEREMBREEER AT BB AR — 275 T development
BREAR
Hydro-Cable Limited British Virgin Ordinary — US$1 100%  Investment holding
Islands TEk-1%1 BAEER
HEERRES
Internet Vehicles Limited Hong Kong Ordinary — HK$2 100%  Provision of internet related
AR EBRAR &R LAk 25T services
REE B AERBRS
Kannet Limited Hong Kong Ordinary — HK$2 100% Internet operations
BRBEERAR B EER—28T BT
Kantel Limited Hong Kong Ordinary — HK$2 100%  Investment in
RRENERERAA B LRk —25T telecommunications networks
RETAASE
Kantone Holdings Limited* Cayman Islands Ordinary - HK$239,312,390 58%  Investment holding
EREBRARAR HEHS L@k —239,312,390% T BAEER
Kantone Paging Company Hong Kong Ordinary — HK$1,000 100%  Trading of pagers and provision
Limited 6 Deferred — HK$2,000,000 of paging services
BRPXETFRRAT Lk — 1,000/ 7T B AT IR AT IR
FEIEAL —2,000,00078 7T
Kantone (UK) Limited United Kingdom Ordinary - £5,500,000 58%  Investment holding

HE

% if % — 5,500,000 5

REER
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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
MR, AAFEMLEZ
NAER Fed-dioby ERITRAEE ERTRAEALS FEEHR
Keen Pacific Limited Samoa Ordinary — US$1 58%  Provision of treasury service
EEGHS EER-1ET R HRES
Kontone International Limited Hong Kong Ordinary — HK$2 100%  Investment holding
BRERERAR Bt TER—28T REZER
KTT (Cook Islands) Limited * Cook Islands Ordinary — HK$10,000 100%  Investment holding
ERES @Ak — 10,0007 T REZER
Lucky Success Development Hong Kong Ordinary — HK$2 100%  Property investment
Limited B LRk —28T MERE
ERERERAA
Lucky Tone Investments Limited Hong Kong Ordinary — HK$2 100%  Property investment
HRREARDA &t ERR—28T MERE
M.C. Holdings Limited Cayman Islands Ordinary - £5,500,002 58%  Investment holding
HEHS L3mA% —5,500,0025 85 REZER
Marcotte Limited Samoa Ordinary — US$1 100%  Investment holding
EEGRES LRk —1%7T REZER
Multitone Electronics PLC United Kingdom Ordinary - £3,830,107 58%  Investment holding, design and
B AR —3,830,107 8 8% manufacture of
telecommunications system
and equipment
REZR Rt RAEEBAFRS
REstt
Multitone Electronics Sdn. Bhd.  Malaysia Ordinary - MR285,000 58%  Manufacture of
BRAE HE % —285,000F K A gs T telecommunications
equipment
EEEMEM
Multiton Elektronik GmbH Germany Ordinary - DM2,000,000 58%  Distribution of
(= E3BAR—2,000,0005 5% telecommunications
equipment
DB MM
Multitone Rentals Limited United Kingdom Ordinary - £100 58%  Leasing of system products
Sl LAk — 10058 HEZSER
New Telecomm Company Hong Kong Ordinary — HK$6,000,000 100%  Trading in telecommunications
Limited BB E3BA% —6,000,0007 7T equipment and provision

MEEAMERAR

of related services
BEEANHEM RIZERERS
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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
&L AAFELEZ
DNRER R ERITRAEE ERTRAEELS ETEBER
Peak Vantage Limited British Virgin Ordinary — US$1 58%  Provision of treasury services
Islands/Macau LB — 17T TR B BURAS
KEERRHS/
R
QQKK.COM Limited Hong Kong Ordinary — HK$2 100%  Provision of e-commerce,
B L@ 28T m-commerce and internet
based activities
REETHE RBHER
EHH R IR
Smart Delta Inc. Samoa Ordinary — US$1 58%  Provision of treasury services
EETHS Lmlk—1%7T TRELE RS
Smart (Macao Commercial Macau Ordinary - MOP100,000 58% Provision of services, software
Offshore) Limited R A% — 100,000 & licensing and trading of
E2AC IS = =E S telecommunications
BRAA equipment
RERS M FERER
Bt
Top Gallop International British Virgin Ordinary — US$1 100%  Investment holding
Limited Islands LEB -1 REER
REBHMAHS
Very Happy International Hong Kong Ordinary - HK$2 100%  Property investment
Limited 6 L@ —2%8 T MEERA
KEEBAR AT o :
Victory (Macao Commercial Macau Ordinary - MOP100,000 100% Provision of services, software
Offshore) Limited R AR — 100,000 & licensing and trading in
ER (RFISEFEERS) telecommunications products
BRAHF RERE BHETERER
EHEM
Wollaston Limited Samoa Ordinary — US$1 58% Investment holding
EETHS Tmik—1%7T REER
Y28.COM Inc. British Virgin Ordinary — US$1 100%  Provision of e-commerce,
Islands LEB -1 m-commerce and internet
REHRARES based activities
REETHE RBHER
EH R IR
Y28.COM Limited Hong Kong Ordinary — HK$2 100%  Provision of e-commerce
BSEBRAR BB AR — 278 T m-commerce and internet

based activities
RESTHE RBEER
B8 RN IR S
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Proportion of
nominal value

of issued share

capital held

by the Company  Principal activities

ARFRELZ

BRTRAEMELS EBXH

Place of Nominal value
incorporation/ of issued
Name of company operations share capital
AR
NEER RE BRTRAEE
Y28.Innovations * Cayman Islands Ordinary - HK$0.1
HEHS TER—0.158T
Zonal Care Incorporated British Virgin Ordinary — US$2
Islands/Macau L@ —2%T
KBERREHE,/
R

* 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:

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

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

Save as disclosed, none of the subsidiaries had any debt securities
subsisting at 30 June 2005 or at any time during the year.

The following events occurred subsequent to the balance sheet
date:

(@) On 27 August 2005, a wholly owned subsidiary of Kantone
entered into a conditional acquisition and subscription
agreement (the “Agreement”) with independent third parties
and Aspire Management Limited (“AML") for the acquisition of
660,000 shares, representing 60% of the existing issued
share capital of AML, at an aggregate cash consideration of
HK$52,000,000. Under the Agreement, the subsidiary of
Kantone and the independent third parties will
contemporaneously subscribe for an aggregate of 400,000
subscription shares, in proportion to their respective
shareholdings in AML upon completion, for cash at the
aggregate consideration of HK$30,000,000 upon completion
of the acquisition.

100% Provision of e-commerce,
m-commerce, and internet
based activities

RESFHE REBEER
G B IRTS

58%  Strategic investments and
investments in e-Commerce
projects

RRMERERBRAEFHEER

* HARAEESE

MASBEE 2 D& B A R 2 RER
BT RA AER:

(@) WZFEAANEEAN—EAMRFEZ
45 71| #2381 100,000,000,0005% 7T B - [A)
ZEARWEILZFE BB E Y F
FERBERE K

(b) MRRBRE FRZERTUZR
AR B KAEE
100,000,000,000/ & B2 A6l 2
Z‘Jﬁ%é&%ﬂiﬂ RigZ AN 2 BRI

ERINZARRIMB AR IEZRAE
EYERNFEEENBRNAEREEFE
BRI 2 MBAR -BEFRR Wi EHM
MEARZFHBE 7L AlESERBR
JLEe

B EXHEES SHBATR-BERT
7 =+ B S PO E T RO IRAE T (5 5
B

WNEERRELEIANER:

(a) RZZETRFNAZ+tLRH FEZE
BMBARESZEBIE=R
Aspire Management Limited
(TAML]) stiz#IR e R E
52,000,0007% 7t Y 660,000 A& 15
(A& RAMLIR A B ZTIRZAR60%)
RIS A IR KR g s ([
&) BB R NE TR FR
NGNS 2 AV 4
RIEK B EE B RAMLZ AL
- LA#8 (. {830,000,000/8 TR B &
#£400,000/% RIERAL D - LAMRERER 6
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On 4 October 2005 the acquisition was successfully
completed upon fulfilment of the conditions contemplated
under the Agreement.

On 22 September 2005, Kantone entered into a placing and (b)
subscription agreement (the “Placing and Subscription
Agreement”) with Lawnside International Limited (“Lawnside”)
and an independent placing agent, agreeing to place up to
240,000,000 existing shares of Kantone to independent third
parties at HK$0.73 per share (the “Placing”). Under the
Placing and Subscription Agreement, Lawnside also
conditionally agreed to subscribe for new shares of Kantone
which number shall be equal to that of the placing shares
successfully placed under the Placing at HK$0.73 per share
of Kantone (the “Subscription”). The net proceeds from the
Subscription of approximately HK$168 million will be used by
the Kantone Group for future development of the e-lottery
business and for general working capital.

The Placing was completed on 26 September 2005 and the
Subscription is conditional upon the fulfilment of the
conditions contemplated under the Placing and Subscription
Agreement.

On 27 October 2005, the directors of the Company propose a (c)
bonus issue of new warrants to subscribe for shares of the

Company equal to 20% of the number of shares of HK$0.10

each of the Company (“Shares”) in issue on 17 February

2006 (“New Warrants”) to the shareholders of the Company

on the register of members on 25 November 2005 in

proportion as nearly as may be to their then shareholding in

the Company (the “Bonus Issue”).

As at the date of this report, the Company has outstanding (a)
warrants which subscription period will expire on 16 February
2006; and (b) subscription rights granted to Credit Suisse First
Boston (Hong Kong) Limited to subscribe for (i) 4,949,397
Shares at HK$2.3635 per Share until 22 November 2005
(“CSFB Subscription Rights”).

The New Warrants will be issued in registered form in units of
HK$1.15 of subscription rights entitling their holders to
subscribe for shares of the Company at a price of HK$1.15
per Share (subject to adjustments) at any time for a period of
one year from the date of issue thereof (which is expected to
be 27 February 2006 (after the expiry of the existing warrants
of the Company on 16 February 2006 and the CSFB
Subscription Rights on 22 November 2005)).

The Bonus Issue is conditional upon the approval of
shareholders at a special general meeting of the Company and
the Listing Committee of The Stock Exchange of Hong Kong
Limited granting listings of and permission to deal in the New
Warrants and the Shares that fall to be issued on the exercise
of the subscription rights thereunder.
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