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ZIGH Karl Thomson Holdings Limited

GENERAL

The Company is an exempted company incorporated under the
Companies Act 1981 of Bermuda (as amended) and its shares are
listed on the Main Board of the Stock Exchange. Its ultimate holding
company is J&A, which is incorporated in the British Virgin Islands.
The address of the registered office and principal place of business
of the Company are disclosed on pages 2 to 3 of the Annual Report.

The consolidated financial statements for the current year cover
the year ended 31 December 2005. The corresponding amounts
shown for the consolidated income statement, consolidated
statement of changes in equity, consolidated cash flows statement
and related notes cover a nine month period from 1 April 2004 to
31 December 2004 due to a change of balance sheet date in 2004
and therefore may not be comparable with amounts shown for the
current year.

The Company is an investment holding company. The principal
activities of the Group are the provision of financial services,
including stockbroking, futures and options broking, mutual funds
and insurance-linked investment plans and products broking,
securities margin financing services and corporate finance advisory
services.

The consolidated financial statements are presented in Hong Kong
dollars, which is the same as the functional currency of the
Company.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS

In the current year, the Group has applied, for the first time, a
number of new HKFRSs, HKASs and Interpretations (hereinafter
collectively referred to as “new HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants that are effective for
accounting years beginning on or after 1 January 2005, other than
HKFRS 3 “Business Combination”, HKAS 36 “Impairment of
assets” and HKAS 38 “Intangible Assets” that had been early
adopted for the business combinations for which the agreement
date is on or after 1 April 2004 and for the year ended 31 December
2004. The application of the new HKFRSs has resulted in a change
in the presentation of the consolidated income statement,
consolidated balance sheet and consolidated statement of changes
in equity. In particular, the presentation of minority interests has
been changed. The changes in presentation have been applied
retrospectively. The adoption of the new HKFRSs has resulted in
changes to the Group’s accounting policies in the following areas
that have an effect on how the results for the current or prior
accounting years are prepared and presented:

Share-based payments

In the current year, the Group has applied HKFRS 2 “Share-based
payment” which requires an expense to be recognised where the
Group buys goods or obtains services in exchange for shares or
rights over shares (“equity-settled transactions”). The principal
impact of HKFRS 2 on the Group is in relation to the expensing of
the fair value of share options granted to Directors and employees
of the Group, determined at the date of grant of the share options,
over the vesting period. Prior to the application of HKFRS 2, the
Group did not recognise the financial effect of these share options
until they were exercised. No share options were granted on or
after 1 January 2005 and the Group’s share options granted before
7 November 2002 were vested immediately and were expired during
the period ended 31 December 2004. The Group had applied the
transitional provision of HKFRS 2. Hence, no prior period
adjustment has been required and there is no effect on the
consolidated financial statements in both years.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

Financial instruments

In the current year, the Group has applied HKAS 32 “Financial
Instruments: Disclosure and Presentation” (“HKAS 32”) and HKAS
39 “Financial Instruments: Recognition and Measurement” (“HKAS
39”). HKAS 32 requires retrospective application. HKAS 39, which
is effective for annual periods beginning on or after 1 January 2005,
generally does not permit the recognition, derecognition or
measurement of financial assets and liabilities on a retrospective
basis. The application of HKAS 32 has had no material impact on
how financial instruments of the Group are presented for current
and prior accounting period. The principal effects resulting from
the implementation of HKAS 39 are summarised below:

Classification and measurement of financial assets and

financial liabilities

The Group has applied the relevant transitional provisions in HKAS
39 with respect to the classification and measurement of financial
assets and financial liabilities that are within the scope of HKAS
39.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

Equity securities previously accounted for under the
benchmark treatment of SSAP 24

Prior to 1 January 2005, the Group classified and measured its
investments in equity securities in accordance with the benchmark
treatment of Statement of Standard Accounting Practice 24 (“SSAP
24”). Under SSAP 24, investments in debt or equity securities are
classified as “investment securities”, “other investments” or “held-
to-maturity investments” as appropriate. “Investment securities” are
carried at cost less impairment losses (if any) while “other
investments” are measured at fair value, with unrealised gains or
losses included in profit or loss. “Held-to-maturity investments” are
carried at amortised cost less impairment losses (if any). From 1
January 2005 onwards, the Group has classified and measured its
investments in equity securities in accordance with HKAS 39. Under
HKAS 39, financial assets are classified as “financial assets at fair
value through profit or loss”, “available-for-sale financial assets”,
“loans and receivables”, or “held-to-maturity financial assets”.
“Financial assets at fair value through profit or loss” and “available-
for-sale financial assets” are carried at fair value, with changes in
fair values recognised in profit or loss and equity respectively.
Available-for-sale equity investments that do not have quoted
market prices in an active market and whose fair value cannot be
reliably measured and derivatives that are linked to and must be
settled by delivery of such unquoted equity instruments are
measured at cost less impairment after initial recognition. “Loans
and receivables” and “held-to-maturity financial assets” are
measured at amortised cost using the effective interest method
after initial recognition. On 1 January 2005, the Group classified
and measured its investments in equity securities in accordance
with the transitional provisions of HKAS 39. As a result, “investments
in securities” amounted to HK$12,000 has been classified as
“investments held for trading” on 1 January 2005. However, there
has been no material effect on how the results for the current
accounting period as prepared and presented.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

Financial assets and financial liabilities other than equity
securities

From 1 January 2005 onwards, the Group has classified and
measured its financial assets and financial liabilities other than
investment in equity securities (which were previously outside the
scope of SSAP 24) in accordance with the requirements of HKAS
39. As mentioned above, financial assets under HKAS 39 are
classified as “financial assets at fair value through profit or loss”,
“available-for-sale financial assets”, “loans and receivables” or
“held-to-maturity financial assets”. Financial liabilities are generally
classified as “financial liabilities at fair value through profit or loss”
or “other financial liablities”. Financial liabilities at fair value through
profit or loss are measured at fair value, with changes in fair value
being recognised in profit or loss directly. Other financial liabilities
are carried at amortised cost using the effective interest method
after initial recognition.
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2. APPLICATION OF HONG KONG FINANCIAL 2. BERUBBREENZRA @)
REPORTING STANDARDS (Continued)

The Group has not early applied the following new standards, REBUWEREHMATEEBMEBNRE
amendments and interpretations (“INTS”) that have been issued WMz %R BET R - RARIEEHM
but are not yet effective. The Directors of the Company anticipate FTERALEER - BEIRFEBEHAS
that the application of these new standards, amendments or INTS CIREMBREETEEREALE -

will have no material impact on the consolidated financial
statements of the Group.

HKAS 1 Capital disclosures BEEgE BEAREE
(Amendment) AR E 155
(1&3T)
HKAS 19 Actuarial gains and losses, BEEGET BEEZ  SEHFTER
(Amendment) group plans and disclosures 2 AR E 1955 #: 5&2
(1&3T)
HKAS 21 Net investment in a foreign operation 2 BEBGFTER  RIMIREIRE FEE?
(Amendment) FE215%
(1&3T)
HKAS 39 Cash flow hedge accounting of BAEGE TEA & B A A R
(Amendment) forecast intragroup transactions 2 A RN 22 395% RS 2B\ MELH
(1&3T) a2
HKAS 39 The fair value option 2 BEGE BENQFEAR?
(Amendment) AR 3955
(1&3T)
HKAS 39 & Financial guarantee contracts 2 BEEGET B EIRE 492
HKFRS 4 RS 395 &
(Amendments) BEPTE
AR
FEA%
(1&3T)
HKFRS 6 Exploration for and evaluation of BEAEMBHRE BEARBREFTH?
mineral resources 2 AE R 655
HKFRS 7 Financial instruments: Disclosures' BEEVHRE SBMIA: BHE

ERETH
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2. APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

HK(IFRIC) - INT 4

HK(IFRIC) - INT 5

HK(IFRIC) - INT 6

HK(IFRIC) - INT 7

Determining whether an
arrangement contains a lease 2

Rights to interests arising from
decommissioning, restoration and
environmental rehabilitation funds 2

Liabilities arising from participating
in a specific market - waste electrical
and electronic equipment 3

Applying the restatement approach
under HKAS 29 Financial
Reporting in Hyperinflationary
Economies #

i Effective for annual periods beginning on or after 1 January 2007.

2 Effective for annual periods beginning on or after 1 January 2006.

9 Effective for annual periods beginning on or after 1 December 2005.

@ Effective for annual periods beginning on or after 1 March 2006.

5”2 Karl Thomson Holdings Limited

BREMBREERNZRA (@)

B (AR
B s s
ZEZE®)
—2E4
& (FR
B
REBZEY)
— %&b
B (B
B3R s
ZEZET)
— R 6
B (AR
R
ZEZES)
—%E7

ExHREBREE?

[

RIFEMF - BRMRE
BEESELER L
TR

SERENS
BEEENR
ETFREBELEZ
afEs

REFESTER
F2RBMERE
B IR B B TS
HE I RBEIE

T RZEEREF R HHZERRARZFESR

R AR -

2 RIETRE-A-BHZRRBZEES

R AR -

P RIERRF+ R —BRZERBRZFE

gﬁﬁ%ﬁi@( ©

f RIERRFA-BHR AR ZFER

R AR -



Financial Statements

YRR

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared under
the historical cost convention except for certain financial
instruments, which are measured at fair values.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the Hong Kong institute of
Certified Public Accountants. In addition, the consolidated financial
statements include applicable disclosures required by the Listing
Rules and by the Hong Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to each
of the balance sheet date.

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

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with those
used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries
are presented separately from the Group’s equity therein. Minority
interests in the net assets consist of the amount of those interests
at the date of the original business combination and the minority’s
share of changes in equity since the date of the combination. Losses
applicable to the minority in excess of the minority’s interest in the
subsidiary’s equity are allocated against the interests of the Group
except to the extent that the minority has a binding obligation and
is able to make an additional investment to cover the losses.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments in associates

The results and assets and liabilities of associates are incorporated
in these consolidated financial statements using the equity method
of accounting. Under the equity method, investments in associates
are carried in the consolidated balance sheet at cost as adjusted
for post-acquisition changes in the Group’s share of the profit or
loss and of changes in equity of the associate, less any identified
impairment loss. When the Group’s share of losses of an associate
equals or exceeds its interest in that associate (which includes
any long-term interests that, in substance, form part of the Group’s
net investment in the associate), the Group discontinues
recognising its share of further losses. An additional share of losses
is provided for and a liability is recognised only to the extent that
the Group has incurred legal or constructive obligations or made
payments on behalf of that associate.

Goodwill

Goodwill arising on an acquisition of a subsidiary for which the
agreement date is before | January 2005 represents the excess of
the cost of acquisition over the Group’s interest in the fair value of
the identifiable assets and liabilities of the relevant subsidiary at
the date of acquisition. Goodwill arising on acquisitions prior to 1
January 2005 continues to be held in reserve, and will be charged
to the retained earnings at the time when the business to which
the goodwill relates is disposed of or when a cash-generating unit
to which the goodwill relates become impaired.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Goodwill (Continued)

For the purposes of impairment testing, goodwill arising from an
acquisition of the subsidiary is allocated to each of the relevant
cash-generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the acquisition. A cash-
generating unit to which goodwill has been allocated is tested for
impairment annually, and whenever there is an indication that the
unit may be impaired. For goodwill arising on an acquisition in a
financial year, the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that financial
year. When the recoverable amount of the cash-generating unit is
less than the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill allocated
to the unit first, and then to the other assets of the unit pro rata on
the basis of the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in the
consolidated income statement. An impairment loss for goodwill is
not reversed in subsequent periods.

On subsequent disposal of a subsidiary or an associate, the
attributable amount of goodwill capitalised is included in the
determination of the amount of profit or loss on disposal.

Excess of an acquirer’s interest in the net fair value of an
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (“discount on acquisitions”)

A discount on acquisition arising on an acquisition of a subsidiary
or an associate for which an agreement date is on or after 1 April
2004 represents the excess of the net fair value of an acquiree’s
identifiable assets, liabilities and contingent liabilities over the cost
of the business combination. Discount on acquisition is recognised
immediately in profit or loss. A discount on acquisition arising on
an acquisition of an associate (which is accounted for using the
equity method) is included as income in the determination of the
investor’s share of results of the associate in the period in which
the investment is acquired.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for services
provided in the normal course of business, net of discount.

All transactions in securities trading are recorded on a trade date
basis.

Commission and brokerage income are recognised when the
services are rendered.

Interest income is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts the estimate future cash
receipts throught the expected life of the financial assets to that
asset’s net carrying amount.

Advisory fee income is recognised when the service is provided.
Fixed assets

Fixed assets are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses, if any.

Depreciation is provided to write off the cost of fixed assets over
their estimated useful lives and after taking into account their
estimated residual value, using the straight-line method, at the
following rates per annum:

20% -33"5%
20% - 50%
20% - 40%
20% - 30%

Leasehold improvements
Computer equipment
Furniture and fixtures
Motor vehicles

An item of fixed asset is derecognised upon disposal or when no
future economic benefits are expected to arise from the continued
use of the asset. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included in the
consolidated income statement in the year in which the item is
derecognised.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intangible assets

On initial recognition, intangible assets acquired separately are
recognised at cost. After initial recognition, intangible assets with
finite useful lives are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is provided on a straight-line basis
over their estimated useful lives.

Gains or losses arising from derecognition of an intangible asset
are measured at the difference between the net disposal proceeds
and the carrying amount of the asset and are recognised in the
consolidated income statement when the asset is derecognised.

Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when a group entity becomes a party to the
contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are added
to or deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets

The Group’s financial assets are classified as loans and receivables.
All regular way purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation
or convention in the marketplace. The accounting policies adopted
in respect of loans and receivables are set out below.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
At each balance sheet date subsequent to initial recognition, loans
and receivables including bank balances, deposits, accounts
receivable, loans receivable and other receivables are carried at
amortised cost using the effective interest method, less any
identified impairment losses. An impairment loss is recognised in
profit or loss when there is objective evidence that the asset is
impaired, and is measured as the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the original effective interest rate. Impairment
losses are reversed in subsequent periods when an increase in
the asset’s recoverable amount can be related objectively to an
event occurring after the impairment was recognised, subject to a
restriction that the carrying amount of the asset at the date the
impairment is reversed does not exceed what the amortised cost
would have been had the impairment not been recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its liabilities.
The accounting policies adopted in respect of financial liabilities
and equity instruments are set out below.

Financial liabilities

Financial liabilities include accounts payable and other payables
are subsequently measured at amortised cost, using the effective
interest rate method.

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment (other than goodwill)

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine whether
there is any indication that 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. 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, such 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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SIGNIFICANT ACCOUNTING POLICIES (Continued)
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/
period. Taxable profit differs from net profit as reported in the
consolidated income statement because it excludes items of income
or expense that are taxable or deductible in other years, and it
further excludes items of income or expense that are never taxable
and deductible. The Group’s liability for current tax is calculated
using the tax rates that have been enacted or substantively enacted
by the balance sheet date.

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

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

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

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

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency
(i.e. the currency of the primary economic environment in which
the entity operates) at the rates of exchanges prevailing on the
dates of the transactions. At each balance sheet date, monetary
items denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit
or loss in the year/period in which they arise, except for exchange
differences arising on a monetary item that forms part of the Group’s
net investment in a foreign operation, in which case, such exchange
differences are recognised in equity in the consolidated financial
statements.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency of the Group (i.e. Hong
Kong dollars) at the rate of exchange prevailing at the balance sheet
date, and their income and expenses are translated at the average
exchange rates for the year/period, unless exchange rates fluctuate
significantly during the year/period, in which case, the exchange rates
prevailing at the dates of transactions are used. Exchange differences
arising, if any, are recognised as a separate component of equity
(the currency translation reserve). Such exchange differences are
recognised in profit or loss in the year/period in which the foreign
operation is disposed of.

Retirement benefits costs

Payments to the defined contribution retirement benefits scheme
are charged as an expense as they fall due.
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KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting policies which
are described in note 3, the management has made the following
estimates that have significant effect on the amounts recognised
in the consolidated financial statements. The key sources of
estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
also discussed below.

Income taxes

No deferred tax asset was recognised in the Group’s consolidated
balance sheet in relation to the unused tax losses of approximately
HK$33,872,000. The realisability of the deferred tax asset mainly
depends on whether sufficient future profits or taxable temporary
differences will be available in the future. In case where the actual
future profits generated are more than expected, further recognition
of deferred tax asset in relation to unutilised tax losses may arise,
which would be recognised in the income statement for the period
in which such a recognition takes place.

Written back for bad and doubtful debts

The policy for written back or allowance for bad and doubtful debts
of the Group is based on the evaluation of collectability and aged
analysis of accounts and on management’s judgment. A
considerable amount of judgment is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness and the past collection history of each client and
the estimation of the future cash flow discounted at the original
effective rate to calculate the present value. If the financial
conditions of client of the Group were not as good as expected by
the Group, additional impairment may be required.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s major financial instruments include bank balances and
cash, pledged fixed deposits, accounts receivable, loans receivable,
accounts payable and other payables. Details of these financial
instruments are disclosed in respective notes. The risks associated
with these financial instruments and the policies on how to mitigate
these risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Credit risk

The Group’s maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at 31 December
2005 in relation to each class of recognised financial assets is the
carrying amount of those assets as stated in the consolidated
balance sheet. The Group has no significant concentration of credit
risk with exposure spread over a number of customers. In order to
minimise the credit risk, the management of the Group has
delegated a team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that follow-
up action is taken to recover overdue debts. In addition, the Group
reviews the recoverable amount of each individual accounts
receivables and loans receivable at each balance sheet date to
ensure that adequate impairment losses are made for irrecoverable
amounts. In this regard, the Directors of the Company consider
that the Group’s credit risk is significantly reduced.

The credit risk on liquid funds is limited because the counterparties
are banks with high credit ratings assigned by international credit-
rating agencies.
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6. REVENUE 6. W=
1.1.2005 1.4.2004
to to
31.12.2005 31.12.2004
—EEREF —ETNF
—H—HZ MA—H=Z=
—ZEZhREF — T OF
+=—A=+—-H +=-—A=+—H
HK$’000 HK$°000
FET FET
Commission and brokerage LR Ee 28,768 24,805
Interest income from: REATIER 2 HFBIA -
Clients =P 3,452 3,227
Authorised institutions RN R 1,294 96
Others HAmh 15 13
Advisory fee income EIEE-T PN 1,640 1,612
35,169 29,753
7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥BRHMESE
Business segments ES Sk ]

For management purposes, the Group is currently organised into
two operating divisions, namely, broking and securities margin
financing. These divisions are the basis on which the Group reports
its primary segment information. The principal activities of these

divisions are as follows:

Broking — provision of stockbroking, futures and options broking
and mutual funds as well as insurance-linked investment plans and

products broking

Securities margin financing — provision of securities margin

financing

Z3 Karl Thomson Holdings Limited
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. XBRHESEE)
(Continued)
Business segments (Continued) (%58 (&)
Segment information about these businesses is presented below: REXEB OB ERERTX
Consolidated income statement for the year ended 31 December BE_EENF+_A=1T—HIFEZ
2005 e Bamar HK
Securities
margin
financing
Broking B Others Consolidated
REex® KILHE Hity =E
HK$'000 HK$'000 HK$’000 HK$'000
Fé&r Fé&T Fé&T Fé&r
REVENUE i za
Segment revenue Pkl G 31,168 2,246 1,755 35,169
RESULTS ES
Segment profit DERA 1,200 3,685 333 5,218
Unallocated expenses REBHAL (847)
Share of results of an associate ~ JE{GHEE AR 2 48 9,669
Profit before taxation B 25t A 4 A 14,040
Taxation FiIE (35)
Profit for the year FERFFE 14,005
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥BRHBESE &)
(Continued)
Business segments (Continued) (%58 (&)
Consolidated balance sheet as at 31 December 2005 REZEBEERFF —A=1T—HZHEAEESR
=83
Securities
margin
financing
Broking Bk Others Consolidated
RiLxEH RELWE Hity =E
HK$000 HK$°000 HK$000 HK$000
FAEr FHET FAEr FAET
ASSETS &E
Segment assets DEEAE 81,034 29,950 4,148 115,132
Interest in an associate NI 111,851
Unallocated corporate assets REIBARIEE 319
Consolidated total assets RAEBERRE 227,302
LIABILITIES &fE
Segment liabilities HEERE 48,019 1,107 193 49,319
Unallocated corporate liabilites K2 AGAE 166
Consolidated total liabilities meRBeER 49,485

A Karl Thomson Holdings Limited
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. XBRHESEE)
(Continued)
Business segments (Continued) (%58 (&)
Other information for the year ended 31 December 2005 HE—EERF+_A=1T—HIFEZ
A fih & #
Securities
margin
financing
Broking & H Others Consolidated
REDEK RESEE Hith =Ee
HK$°000 HK$°000 HK$°000 HK$’000
FHET FHET FHET FHETT
Additions of fixed & E B AR
assets 168 — — 168
Written back REEAR O]
for bad and
doubtful debts (1,458) (3,313) — 4,771)
Amortisation of R A
intangible assets 6 — — 6
Depreciation e 1,148 — 105 1,253
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BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)

Business segments (Continued)

Consolidated income statement for the period from 1 April 2004 to

31 December 2004

REVENUE
Segment revenue

RESULTS
Segment loss

Unallocated expenses

Discount on acquisition
of an associate

Share of results
of an associate

Profit before taxation
Taxation

Profit for the period

GISB Karl Thomson Holdings Limited
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7. XBRHUESE (E)

EBDE(E)

R-IEEMEFNH—AZ _FTEMFEA|Z
A=+—HILBF 4 & Bamat 8%

Securities
margin
financing
Broking EH Others Consolidated
X RESHE Hit o)
HK$’000 HK$’000 HK$’000 HK$°000
FET TET TET TET
26,245 1,702 1,806 29,753
(803) (175) (54) (1,032)
(580)
41,728
5,321
45,437
(58)
45,379
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥BRHBESE &)
(Continued)
Business segments (Continued) (%58 (&)
Consolidated balance sheet as at 31 December 2004 R-ZFEEWNF+ —_A=+—HZHEELEEE
BEX
Securities
margin
financing
Broking EH Others Consolidated
BEEK REEME Hth =e
HK$°000 HK$°000 HK$°000 HK$°000
FET FET FET FET
ASSETS BE
Segment assets DEEE 89,660 31,821 4,433 125,914
Interest in an associate & A A 2 fExS 77,333
Unallocated corporate k28N F1EE
assets 18,180
Consolidated total e BERRE
assets 221,427
LIABILITIES =N
Segment liabilities SERBE 55,864 2,875 203 58,942
Unallocated corporate < ZIH AT EE
liabilities 123
Consolidated total e BERRE
liabilities 59,065
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. XBRHESEE)
(Continued)
Business segments (Continued) (%58 (&)
Other information for the period from 1 April 2004 to 31 December R-ZEZEMFNA—HZ =TT F+ =
2004 A=1—HILHEzEMEH
Securities
margin
financing
Broking EH Others Consolidated
HK$’000 HK$’000 HK$’000 HK$’000
FET FHE T FHE T FHE T
Additions of & E & ELAR
fixed assets 82 — 23 105
Allowance for bad RIZEIREE S
and doubtful debts 2,183 — 828 3,011
Amortisation of A G
intangible assets 4 — — 4
Depreciation e 1,444 — 112 1,556
Geographical segments ESE
All of the activities of the Group are based in Hong Kong and all of REBABEBAEEELSE  MAE
the Group’s revenue and profit before taxation are derived from ZFERERGRRATEANIEGRE B
Hong Kong. In addition, the Group’s assets are located in Hong BEoN  REBZ BEAMNRER °
Kong.
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FINANCE COSTS
Interest on borrowings wholly REFAEBFZ
repayable within five years: BERHE
Bank overdrafts BITHEX
Finance leases &ML
Other bank borrowings HEMiRITER
PROFIT BEFORE TAXATION

Profit before taxation has been arrived at
after charging (crediting):

Auditors’ remuneration

Contributions to retirement benefits scheme
(included in staff costs)

Loss from error trades

Operating lease rentals in respect of
rented premises

Net realised and unrealised (gain) loss
on investment held for
trading/trading securities

Share of tax of an associate (included
in share of results of an associate)

B0 D A 2 RS

(FFA) THIRE :

AT S
BIAEHETEIFEK
(BREEEKA)
HHER X Z B 1R
BRMEEMEZ
REMOES

BRRARSR HEREEE

FEE (&N)
FEIERE 2 DAl 2 TR

(REHBERRZEEN)

MKER
1.1.2005 1.4.2004
to to
31.12.2005 31.12.2004
—EEREF —ETF
—A—HZE MA—H=Z=
—ZZhREF —EETPF
+=—A=+—H +=-—A=+—H
HK$°000 HK$°000
FET FETL
1 8
— 1
19 —
20 9
R i B A
1.1.2005 1.4.2004
to to
31.12.2005 31.12.2004
—ZEZhREF —EETPF
—A—HZE mA—H=Z=
—EEREF —ETF
+=A=+—-H8 +=—A=+—H
HK$’000 HK$°000
FET FET
1,107 558
383 292
13 39
4,364 3,153
(1) 12
(1,262) (28)
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10. DIRECTORS’ REMUNERATION 10. EEME
The remuneration paid or payable to each of the five (1.4.2004 to DX fMEEL NS AN (ZEZTMEM A —
31.12.2004: five) Directors were as follows: HE-_ZEZENFE+-_A=+—8: Af)=E
EzMemT ¢
1.1.2005
to
31.12.2005
Lam Nam Ng Chen Kwan “ZERE
Kwok Kwok Chi Kin Wei-Ming Wang Wai —-A—-HZ
Hing Lun David Eric Alan “ZERE
ERE BBl HER Bz BhE t-A=t-H
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$’000
FET FA1 FA1 AT FA1 BT
Fees: e
Executive Directors HITEE — — — — — —
Independent Non-Executive
Directors BUEHTES — — 50 50 50 150
Other emoluments to HITEEL
Executive Directors: Hits :
Salaries and other benefits & L E A&7 644 644 = = — 1,288
Contributions to retirement
benefits scheme RN BIE T 12 12 = = = 24
Total remuneration s 656 656 50 50 50 1,462
1.4.2004
to
31.12.2004
Lam Nam Ng Chen Kwan “ZEME
Kwok Kwok Chi Kin Wei-Ming Wang Wai mNA—-HE
Hing Lun David Eric Alan “ZEME
ERE EHfR EER B BhE t-A=1+-H
HK$°000 HK$°000 HK$°000 HK$°000 HK$’000 HK$’000
FET FAT FET FET FET FET
Fees: e
Executive Directors HITEZR — - — - — —
Independent Non-Executive
Directors BUFRIES — = 38 38 12 88
Other emoluments to WTESZ
Executive Directors: Hinie
Salaries and other benefits ~ #& R E @7 483 483 = = = 966
Contributions to retirement
benefits scheme RINERET BT 9 9 = — = 18
Total remuneration Ll ko 492 492 38 38 12 1,072
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10. DIRECTORS’ REMUNERATION (Continued)

During the year, no emoluments were paid by the Group to the
Directors as an inducement to join or upon joining the Group. None
of the Directors has waived any emoluments during the year.

11. EMPLOYEES’ EMOLUMENTS

The five individuals with the highest emoluments in the Group
included two (1.4.2004 to 31.12.2004: two) Directors of the
Company for the year/period, details of whose emoluments are
included in note 10. The emoluments of the remaining three
(1.4.2004 to 31.12.2004: three) individuals were as follows:

e REMER
BYTETEAT
BIAEHETEI K

Salaries and other benefits

Discretionary bonus

Contributions to retirement
benefits scheme

The aggregate emoluments of each of these remaining three
(1.4.2004 to 31.12.2004: three) highest paid individuals were less
than HK$1,000,000.

During the year/period, no emoluments were paid by the Group to
the above-mentioned individuals as an inducement to join the Group
or as compensation for loss of office.

12. TAXATION

The taxation charge represents the underprovision of Hong Kong
Profit Tax for the year/period.

No provision for Hong Kong Profits Tax has been made in the
consolidated financial statements as there are no assessable profits
arising in Hong Kong or the assessable profits were wholly absorbed
by estimated tax losses brought forward.

10. EEME ©)

REER  AEERERTMESIMNE
e  ARSIENMAREE - RFEE
N EFTTEREEFRME

1. EEMS

REE BN NEE 2 AL &e &M
ALBEMEZ (CEENFNA—HE_-F
TME+-"A=+—H: ML) KAFE
E . HEMFBIHAMEE10E - Etf=
Z(CEENENA—BE -_ZSZTNFE+=
A=+—8:Z&) ALZB&0T :

1.1.2005 1.4.2004
to to
31.12.2005 31.12.2004
—EERF — 2T qF
—A—HZE mA—H=Z=
—EERF — 2T qF
+=—A=+—-H +-A=+—H
HK$’000 HK$’000
FET FHEIT
1,899 1,305

— 24

36 27

1,935 1,356

HHp=2(CTTOFOA-—RE_TTN
FT-A=1T—HB: =ZR)8A5FMHA
T2 B & %5 501,000,000 7T o

REER > AEEHER EEA T ME
] B - AR 51 E A0 AR 5 [ 3 1 7 B B

BE{E -

12. B8

BMEMGEFE  HEARETRZER
B} -

HIVRAERBRELRRDEH » HZF
ERBENE 2 AEAR G HEE
B RYENGEMBHRRARFTENE
PR AR -

BEEEERARA

73



Financial Statements

BB R AR

12. TAXATION (Continued)

[ Karl Thomson Holdings Limited

The taxation for the year/period can be reconciled to the profit before

12. BB (&)

taxation per the consolidated income statement as follows: B 56 A

Profit before taxation

Taxation charge at domestic
income tax rate of 17.5%

Tax effect of share of results
of an associate

Tax effect of income not taxable for
tax purpose

Tax effect of estimated tax losses
not recognised

Underprovision in prior years

Tax effect of expenses not deductible
for tax purpose

Tax effect of utilisation of estimated
tax loss previously not recognised

Others

Taxation for the year/period

At 31 December 2005, the Group had unused estimated tax losses
of approximately HK$33,872,000 (2004: HK$36,228,000) available
for offset against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit streams. Tax i A o

B HER

losses may be carried forward indefinitely.

B AT A

LAZHFTISEE R 17.5%

SHEZ TR

JE(RE S N R EE 2 HIEHE
BAGTRIE R 2 WA Z TS &

AEREFRBBER RGBT E

ﬂﬁifﬂﬁﬁT\E
RERIRIRIEFIR B S < RIS &

REBAEBEARBERIE
ERBMBERE
HAth

FEHE 2R

Hi#E

FE/HRAZHIE  SBEAHESETERZ

1% A1) 2 % BR 40 T
1.1.2005 1.4.2004
to to
31.12.2005 31.12.2004
—EERE —ZEEMNF
—A—R% MA—RB=E
—EERF — T NF
+=-—A=+—-H +=ZA=+—H
HK$°000 HK$’000
FET FHETL
14,040 45,437
(2,457) (7,951)
1,464 931
736 7,310
(517) (986)
(35) (58)
(10) (146)
929 917
(145) (75)
(35) (98)

NR-ZEERE+_A=+—8 K&£E@H
RENA AT TR 75 B 18 4933,872,000/8 7 (=
T EPE : 36,228,0005 7T) A (K 857K 5K

A B A TRRI R HOE MR & - MUK
EXEHBAEE - RBBERASTER
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13. EARNINGS PER SHARE 13. BRER
The calculation of the basic earnings per share is based on the BREXRBA IR T SIEAE :

following data:

1.1.2005 1.4.2004
to to
31.12.2005 31.12.2004
—EEREF —ETF
—A—HBZ% mA—H=Z=
—EEHF —TEMF
+=—A=+—-8 +=ZA=+—H
HK$’000 HK$’000
FET FAET
Profit attributable to the equity holders R E SRREAR
of the Company for the purposes B 7 ARRNR)Z
of basic earnings per share FE AEE R FE 13,845 45,684
Number of shares
BRBEHE
‘000 ‘000
FiE Fhg
Number of ordinary shares STEERER
for the purpose of basic BNz BB
earnings per share 460,000 460,000

BEEEERARLT S
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14. FIXED ASSETS 14. BEEE
Furniture
Leasehold Computer and Motor
improvements equipment fixtures vehicles Total
HEWELE BiKRE BKARES RE e
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
FET FET FET FET FAET
COST BAME
At 1 April 2004 RZZEEMF
mA—H 700 5,312 4,061 2,132 12,205
Additions b0 — 32 73 — 105
At 1 January 2005 RZTZTRF
—A—H 700 5,344 4,134 2,132 12,310
Additions b:b7S — 152 16 = 168
At 31 December 2005 R-ETRF
+=HA=+—8 700 5,496 4,150 2,132 12,478
DEPRECIATION ?ﬁ’%
At 1 April 2004 R PF
mA—H 462 3,169 3,276 1,698 8,605
Provided for the period ~ HAfEI &% 238 788 306 224 1,556
At 1 January 2005 RZTTRF
—A—H 700 3,957 3,582 1,922 10,161
Provided for the year NEFHAE — 708 432 113 1,253
At 31 December 2005 RZZTRF
+=—A=+—8 700 4,665 4,014 2,035 11,414
CARRYING VALUES BREE
At 31 December 2005 R-EZRF
+=—A=+—8 — 831 136 97 1,064
At 31 December 2004 =SS
+—A=+—8H — 1,387 552 210 2,149

/(B Karl Thomson Holdings Limited
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15. INTANGIBLE ASSETS 5. B EE
License to use
technical
License and knowhow and
rights to use Webtrade
a website and products
trademark EREZ
Trading 5 48k A0 iR #
rights BRI RBEM Total
R RREF| ZEr AR aH
HK$’000 HK$’000 HK$’000 HK$000
FETE FATE FATE FIATE
COST RAME
At 1 April 2004, RZZZME
1 January 2005 and mA—A
31 December 2005 —ETRHEF
—A—Bk
—ETHF
+-A=+—A” 50 120,978 7,420 128,448
DEPRECIATION e
At 1 April 2004 R-ZEZMF
mA—H 17 120,978 7,420 128,415
Provided for the period AR 4 = = 4
At 1 January 2005 RZETRF
—HA—H 21 120,978 7,420 128,419
Provided for the year EZRAE 6 — — 6
At 31 December 2005 R-_ZETHF
+=—A=+—H 27 120,978 7,420 128,425
CARRYING VALUES IREE
At 31 December 2005 R-ZZETRHF
+TZA=+—H 23 — — 23
At 31 December 2004 R-ZZNE
+=-A=+—A” 29 — — 29
Trading rights represent two trading rights in the Stock Exchange RSEENRB Rz MERZ ZERE S
and one trading right in the Hong Kong Futures Exchange Limited BERXSHMBRAR ([HRA]) 2—
(the “Futures Exchange”). P -
Trading rights are amortised over nine years. T HRETIRNFHE o

EEEEZRARAR
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16.

V4B Karl Thomson Holdings Limited

INTEREST IN AN ASSOCIATE

FE LHBERRRE

Cost of investment in an associate

listed in Hong Kong KAE
Share of post-acquisition profits W BB 1% P AR = T
Fair value of listed shares EmiRHAFE

The amount represents the Group’s 47.37% equity interest in ATNT,
a company incorporated in Bermuda with its shares being listed on
the Stock Exchange. At 31 December 2005, the issued and fully
paid share capital of ATNT was 426,463,400 ordinary shares of
HK$0.01 each. ATNT and its subsidiaries are mainly engaged in
design, manufacturing and sale of electroplating equipment,
custom-built horizontal wet processing and automation machinery,
trading of logged timber, as well as provision of stage construction
and arts production. The principal places of operation of ATNT and
its subsidiaries are in the People’s Republic of China, including
Hong Kong and Taiwan.

Note: The share of post-acquisition profits includes an amount of
HK$43,033,000 (2004: 41,728,000) being discount on acquisition of
the associate. The discount on acquisition for the year ended 31
December 2005 of HK$1,305,000 had been included in the share of
results of the associate in the consolidated income statement.

During the period ended 31 December 2004, the Group subscribed
the convertible note of HK$30,000,000 issued by ATNT and
exercised the rights to convert in full the convertible note of
HK$30,000,000 into 150,000,000 new shares of ATNT at a
conversion price of HK$0.20 per share of ATNT. After the
transaction, the Group holds 35.17% equity interest in ATNT and
ATNT then becomes the associate of the Group. The discount on
acquisition of ATNT of approximately HK$41,728,000 was released
to the consolidated income statement for the period ended 31
December 2004.

6. BHE QTR

2005 2004
—gREF  —TINF
HK$°000 HK$°000
FRT BT
53,399 30,000
58,452 47,333
111,851 77,333
48,883 56,250

ZYBEDEAEERTMBARTE 2
47.37%MHE - TMEMA AR BERET
MLz AT ERORERMMET - R
TERF+-_A=1+—8 DMNEEZEZH
17 R B R BN 5426,463,4000% 38 A% -
fREEO0.01 T - M R EWE AR+
ERER  FERFEREEESRE ¥
FPHEXZKERXNEXNERRBER B
W AMEBESERRBEESEEREMR
fE - ENBARENBARZ EZE XM
BREARENE  BEEBEREE -

2 WEREGENEERER S A RIR
43,033,000/ 7T ° Y FE 2 #77% 1,305,000
BETEREBEE-_ZTZTRF+=_A=+—8H
LHFEERAFEERARBHE AR ZEE
N

KRBT NF+_A=+—HHH
A - RSB R 30,000,000/ 7T A g8 ) B
WEIT 2 MRERE - WATEEFDEE
# 1 30,000,000 T 2 AT M E B A
150,000,0008% 3 5 M EsE A8 A% (D + AR (B A
RN B D0.208TT - KRB % - K
EEF A M A E35.17 % K 28 M E 48
RAREBE ZHE QR - WHEMNEEZ
HiE#41,728,0008 7 WRBE_ZTZE
WE+—A=+—RHI-HEBEALREER
FTER o
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16. INTEREST IN AN ASSOCIATE (Continued) 16. BE LTS (B)
On 20 April 2005, Karfun further purchase 48,520,667 shares of RZZTEZRFEMA=F+H ' EWNH5HMH
ATNT from Optimist and 3,475,167 shares of ATNT from Mr. Lam OptimistEd &5 B B 5t £ A F R 0.4578 T 2
Kwok Yan for an aggregate consideration of HK$23,398,125 at a B — B A 48,520,667 0% 25 i)W Bk 48 A%
price of HK$0.45 per share of ATNT. The Group’s equity interest in 3 13,475,167 o MEE A8 AX (D - AEER
ATNT was increased from 35.17% to 47.37% accordingly. The o5 M B A 2 IR N B %5 R 35.17%1E &
discount on acquisition of ATNT of approximately HK$1,305,000 4737% > W B8 25 M Bt AR 2 AT 2 4
was released to the consolidated income statement for the year 1,305,000 WHREHZE=-_ZTRAF+=
ended 31 December 2005. A=T—BILFERBAGEBRTHE -
The following details have been extracted from the audited AR 2 #E1E D Ene% B oM B 4 2 8 B A 4R
consolidated financial statements of ATNT: & BmE
2005 2004
g - —EETMF
HK$’000 HK$°000
FHET FET
(restate)
(&%)
Total assets FERBEERR 462,716 433,278
Total liabilities DEINEN R 212,099 197,191
Net assets BEFH 250,617 236,087
Group’s share of the net assets of REE (R AR
the associate FEE 111,851 77,333
Revenue W5 430,930 606,826
Profit for the year FE A 13,136 60,489
Group’s share of result of associate ~ AEEE(GFE Hik B U EE
for the year/period since acquisition — Bf& /N A& 2 ¥4 8,364 5,321

EEEEZRARAR W]
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17. OTHER ASSETS

Deposits with:
The Stock Exchange
The SFC
Hong Kong Securities Clearing
Company Limited (“HKSCC”)
Reserve Fund Contribution to
HKFE Clearing Corporation
Limited (“‘HKFECC”)

BFHRA TS AE 25718
B 32 P
HeEg
BERREEHRAT

(FEP%%ZJ)

HERSGHEEBRRA
([HxR&EE]) 2
S HR

The Directors consider that the fair value of other assets

approximate to the corresponding carrying amount.

18. LOANS RECEIVABLE

Fixed-rate loan receivables
denominated in Hong Kong dollar

Carrying amount analysed

for reporting purposes:

Current assets (receivable within
12 months from the
balance sheet date)

Non-current assets (receivable
after 12 months from the
balance sheet date)

UM Karl Thomson Holdings Limited

EREWER - UBTIE

RfERERE 2 RE DT -

RBEE (REHEBEAH
T EARZEKKIR)

FIRBEE (MEFEHRAE
+ A A&z e FIE)

17.

18.

Hth&EE
2005 2004
—R¥EF  -TTMAF
HK$’000 HK$°000
FHRT FIRTE
230 278
2,100 2,100
200 200
1,500 1,500
4,030 4,078
FERRRMEEL AT ERLREEN
% o
B & 5%
2005 2004
—R¥EE  -TTMAF
HK$°000 HK$°000
FRT FHATE
1,479 2,747
464 1,686
1,015 1,061
1,479 2,747
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18. LOANS RECEIVABLE (Continued)

The fixed-rate loan receivables have contractual maturity dates as

18. BEWRER (&)

EERUEERZENTHBELT ¢

follows:
2005 2004
—EERF —TEZMMF
HK$°000 HK$’000
FET FHET
Matured within 1 year —FAEIE 464 1,686
Matured within 1 year and 2 years —EEZEMFNEH 91 78
Matured within 2 years and 3 years MEZRE=FNEH 63 59
Matured within 3 years and 4 years = FENFREH 68 63
Matured within 4 years and 5 years PEZE R F A EE] 73 68
Matured over 5 years TF & 3E 720 793
1,479 2,747

#% T {8 #91,038,000/8 7T (= T T PN F :
1,089,000/ 7T) < FE W E K TIA B HIFH B
EERTER -

Loans receivable with an aggregate carrying value of approximately
HK$1,038,000 (2004: HK$1,089,000) are secured by pledged assets.

ARERKER ZERMNE (LERSG O
K)H2%E14% T E (ZETWF : 2%=E
14%) ° FIRZ GEFRETLE R HEEE

=

The effective interest rates (which are equal to contractual interest
rate) on the Group’s loan receivables ranging from 2% to 14%
(2004: 2% to 14%). Interest rate term is fixed at time when entering

into loan agreement. JE °
The Directors consider that the fair value of the loans receivable EERBERRERZATEEELEAER
approximate to the corresponding carrying amounts. 2

EEREEZRARAR Y
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19. OTHER FINANCIAL ASSETS

Accounts receivable comprise of:

Accounts receivable arising from the
business of dealing in securities:

- Cash clients
- HKSCC

Accounts receivable from HKFECC

arising from the business of
dealing in futures contracts
Loans to securities margin clients

Accounts receivable arising from the

business of providing corporate
advisory services

MR RBFE T FIIRE -

BEERSFETMES
Z FEMARFK -
—-RE®FP
—PREH

BEEHEANES
PREEZ IEHK
HIR S E AR

ERFREERETPER

PRt R BRI RS =75
PEE A 2 FEUR R K

The settlement term of accounts receivable from cash clients,
HKSCC and HKFECC are one to two days after the trade date.
Except for the account receivable from cash clients as mentioned
below, the accounts receivable from HKSCC and HKFECC aged

within 30 days.

Loans to securities margin clients are secured by clients’ pledged

securities, repayable on demand and bear interest at prevailing

market rates. In the opinion of the Directors, no aged analysis is

disclosed as the aged analysis does not give additional value.

72 Karl Thomson Holdings Limited

19. HtuBi B EE

2005 2004
—ZZhREF — T OF
HK$°000 HK$°000
FET FET
10,225 10,332
1,152 409
4,558 4,263
13,466 21,745

497 189

29,898 36,938

BUREEF  FREFERPARXEE R
ZEEHRRRSGAHE—E_H KT
XHRZBREEPBYSRIN - PREH
R ER 2 BRERFKH R B30K
A o

BHRESBATFEN  DUBF2AK
IEBHEER - BRBAEERIERTNS
HEHERE - EFRB - ARER DL
FES - B L ERU L EARE -
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19. OTHER FINANCIAL ASSETS (Continued)

The Group does not provide any credit term to its corporate advisory
clients. The age of accounts receivable arising from the business
of providing corporate advisory services is as follows:

0 to 90 days ZENTH
91 to 180 days Nt+—Z—8N\+H

The aged analysis of accounts receivable from cash clients is as

follows:
0 to 90 days ZEN1+H
91 to 180 days n+—Z—8/\+H

The fair values of account receivables, other receivables and
deposits at the balance sheet date approximate to the
corresponding carrying amounts.

19.

HiMBEE (&)

AEBEVERCXEMEFRHEEES -
RECEERRGRBESE 2 BB REK
LI

2005 2004
—ZZhREF —EERF
HK$’000 HK$°000
FETT FET

260 189

237 —

497 189

ReBP ZERYSRFHEREDTOT

2005 2004
—¥REF  —TINF
HK$’000 HK$°000
FET T
9,857 9,767

368 565

10,225 10,332

EUWER - RERAREENEHEAZA
FEAEKEEMRS

EEFEEZRARAR K]
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20. INVESTMENTS IN SECURITIES 20. BHERE
2005 2004
—EE2AF —ZETNE
HK$’000 HK$°000
FET FET
Trading securities: BERZF -

Equity shares listed in Hong Kong, BB LEMEBERE

at market value A — 12

21.

Upon the application of HKAS39 on 1 January 2005, the Group’s
trading securities were reclassified to investment held-for-trading.

PLEDGED FIXED DEPOSITS, BANK BALANCES AND
CASH

Pledged fixed deposits

The Group had pledged fixed deposits of HK$7,823,000 (2004:
HK$7,647,000) to banks to secure general banking facilities granted
to the Group, and therefore classified as current assets. The
pledged fixed deposits carry floating interest rate ranging from 3%
to 4% (2004: 0.1% to 2.0%) and will be released upon the expiry of
relevant banking facilities.

Bank balances (trust and segregated accounts)

From the Group’s ordinary business, it receives and holds money
deposited by clients in the course of the conduct of the regulated
activities. These clients’ monies are maintained in one or more
segregate bank accounts and bear interest at market rate. The
Group has recognised the corresponding account payables to
respective clients. However, the Group does not have a currently
enforceable rights to offset those payables with the deposits placed.
The fair values of these assets at the balance sheet date
approximate to their carrying amounts.

Bank balances (general accounts) and cash

The amounts comprise cash held by the Group and short-term bank
deposits at market interest rates with an original maturity of three
months or less. The fair values of these assets at the balance sheet
date approximate to their carrying amounts.

21.

B-TERE—A-ARAESEHER
£30% - AKE2EHEEEI ARER

EEAEHER RTEERRE

EEAEHER

REBBRNEETAEE 2 —RRITHE
MABTIEEZ2EEREHRTFTRA
7,823,000 T (ZZEE W4 : 7,647,000/
) MEESBRRARBEE c EEBEREH
GERZZEFENFI3%E4% (2004 :
0.1%%E2.0%) W i57H B R1T L& B B8
BRBR o

RIOTEF (ERERBALKRF)

REAEEZ -REK  AREETXE
ERBMUREBTAERLPZIFER - ZER
FPzRBRRFEFE—EAXZ@EBLRTERS
WABEZMGHERFEZANE - KEEE
ERAEHZENBRATER ZER - BARE
3R BF I RAT R AS T IR SR TR AR
R ZERENGEERZAFEREERE
B -

RITEF(—RERF) REAS

HERERAKRERFAZRE RIEMEH
XHEY PR =EANRZEHRTE
R ZEEENGEERZAFERERE
BEHRL -
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22. OTHER FINANCIAL LIABILITIES 22. B BERE
2005 2004
—EERE ZEETFE
HK$’000 HK$’000
FET FEIT
Accounts payable to clients arising from BEBHFEBEEREN
the business of dealing in securities BE 2R 38,836 45,690
Accounts payable to clients arising BEHAEEHER
from the business of FTEEFE
dealing in futures contracts BE 2R 5,656 6,790
Amounts due to securities BB FRES
margin clients MERP ZFA 1,107 2,875
45,599 15,

The settlement term of accounts payable to cash clients is two
days after the trade date and with aged within 30 days.

Amounts due to securities margin clients are repayable on demand.
In the opinion of Directors, no aged analysis is disclosed as the
aged analysis does not give additional value.

Accounts payable to clients arising from the business of dealing in
futures contracts are margin deposits received from clients for their
tradings of futures contracts on the Futures Exchange. The
excesses of the outstanding amounts over the required margin
deposits stipulated by the Futures Exchange are repayable to clients
on demand. In the opinion of the Directors, no aged analysis is
disclosed as the aged analysis does not give additional value.

The account payables amounting to HK$39,375,000 (2004:
HK$48,402,000) was payable to clients in respect of the trust and
segregated bank balances received and held for clients in the
course of the conduct of regulated activities. However, the Group
does not have a currently enforceable right to offset these payables
with the deposits placed.

The fair values of account payable and other payables at balance
sheet date approximate to the corresponding carrying amount.

BRNREEFPZAEHRRAR S AMIEK -
B - HEREER30KA °

ENEFRESRETPZHRE - AlRAE
HMEE EFRES BARRESMALES
& - R\t h EAHKE

U]]H

EEHEANELEARNERPZE
B NEREBEFEEHRRMBAESHNZR
B REBRBEBRHARAAECZRESR
ReBEZHE  ARBARNEFHEE -
EZRE BRERISNTEESR  FAlt
S B UL VE BRI R o

0

RAETXEEZHMBEREFIERERLK
B WHEFEELRBIYIRITIRE MER
8F #X /539,375,000 T (Z T [0 & :
48,402,000/ 7T) ° BN B3R e I AT (50
BT EZFRMERR

EMEREEMENERANGEE R 2RF
BEERAREERS

EEEEZRARAR WS
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23. SHARE CAPITAL

Ordinary shares of HK$0.10 each

Authorised:
At 31 December 2004 and
31 December 2005

Issued and fully paid:
At 31 December 2004 and

31 December 2005

There was no movement in the share capital of the Company during
the year/period.

24, OPERATING LEASE COMMITMENTS 24.

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

Within one year —FR
In the second to FEZEERF
fifth year inclusive (BREEEMSE)

Operating lease payments represent rentals payable by the Group
for its office premises. Leases are mainly negotiated for an average
term of two years and rentals are fixed for an average of two years.

I Karl Thomson Holdings Limited

23. B
Number of shares
BRBEE
‘000 HK$’000
Fhz FET
EREE10EBTZEER
SETERRAK
—EENE+_A=1+—HK
—EERF+-_HA=+—H 1,000,000 100,000
BEBTRHERA
R-ZEMF+_A=+—HRK
—EERF+-A=1+—H 460,000 46,000

REE/HBRA - RNARZRAIL EAER

ek

REER  AEEZAREHEME 2TA
AEHKEELN AT HE N REKE
He :

2005 2004
—EERF — T NF
HK$’°000 HK$°000
FHT FET
2,540 2,247
1,855 441
4,395 2,688

REBOFREAEERBRAEDEEN
ZHEE MOFTBERFHMFRER - M
RFEMERN BT TIEE -
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25.

26.

27.

COMMITMENTS

(@) Capital Commitment

Capital expenditure in respect EREEBEEEZEEL
of the acquisition of IH B BRI RS B IRER

fixed assets contracted for but  BE 2 AR
not provided in the consolidated
financial statements

(b) Other Commitment

On 25 November 2004, Karfun conditionally agreed to acquire
48,520,667 shares of ATNT from Optimist and 3,475,167
shares of ATNT from Mr. Lam Kwok Yan for an aggregate
consideration of HK$23,398,125 at a price of HK$0.45 per
share of ATNT. These acquisitions were approved by the
independent shareholders of the Company at a special
general meeting on 30 March 2005 and completed on 20
April 2005. The Group’s equity interest in ATNT was increased
from 35.17% to 47.37% accordingly.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities at both
balance sheet dates.

SHARE BASED PAYMENT TRANSACTIONS

At the annual general meeting held on 7 September 2004, an
ordinary resolution was passed to terminate the share option
scheme of the Company approved by the written resolution of the
sole shareholder of the Company on 16 August 2000 (the “Old
Share Option Scheme”) and to adopt a new share option scheme
(the “New Share Option Scheme”).

25.

26.

27.

A
(a) BEAEKIE
2005 2004
—g®EF -—TIMS
HK$’000 HK$°000
FHT FAET
100 —
(b) HEE

RZZEZNFE+—A=+HH ' EMN
ERHRE @ ESREMEBARHD
0.45% 7T 2 BH& » 5 5l M Optimist &
BE [0 B S0 A W BB 48,520,667 A% an i B
48 A% 17 & 3,475,167 4% 25 M B 48 A%
7+ AR (E 523,398,125/ 7T ° Ith1A
WEBR=_EZTRAF=A=1+HET
ZRRFHAE ERAATBEYRE
#HE YR_ZEZTRAFMA-THR
B o AEBEFE T INEAZ IRES
35.17% EFAEA47.37% °

HREE
REHER  AEBEYEEAERARAE
BREXNRZ

R-ZFTOFNAALEBITZRRABFX
L BE-REBRER  UKRLEARQ
ARARARE-—RENR_ZZZTFE/\A+
NAAEERA R E RS ([E
REHEFTEI]) - DA R BR 4 T SR AR M 5 B
(R ARt &) -

BEEEERARA

87



88

Financial Statements

LR R R

27.

SHARE BASED PAYMENT TRANSACTIONS (Continued)

Pursuant to the New Share Option Scheme, the Board of Directors
of the Company may at its discretion, invite any employees (whether
full-time or part-time), executives or officers of the Company and
any of its subsidiaries (including Executive and Non-Executive
Directors) and any business consultants, agents, financial or legal
advisers who the Board of Directors of the Company considers will
contribute or have contributed to the Company or any of its
subsidiaries (the “Eligible Participants”), to take up share options
to subscribe for shares in the Company. The purpose of the New
Share Option Scheme is to provide incentives to the Eligible
Participants. The New Share Option Scheme will be expired on 6
September 2014.

The subscription price for shares under the New Share Option
Scheme will be a price determined by the Board of Directors of the
Company but will not be less than the highest of: (i) the official
closing price of the Company’s shares as stated in the daily
quotation sheet of the Stock Exchange on the date of the Company
on which the share option is offered to an Eligible Participant (the
“Offer Date”); (ii) the average of the official closing prices of the
Company’s shares as stated in the daily quotations sheets of the
Stock Exchange for the five business days immediately proceeding
the Offer Date; and (iii) the nominal value of a share of the Company.

There is no minimum year for which a share option must be held
before it became exercisable. Share options granted are exercisable
at any time during the exercisable period determined by the Board
of Directors of the Company.

The maximum number of shares in respect of which share options
may be granted under the New Share Option Scheme is 46,000,000
shares of the Company, being 10 per cent. of the issued share
capital of the Company on the date on which the New Share Option
Scheme was approved. The maximum number of shares in respect
of which share options may be granted to any Eligible Participants,
shall not, when aggregated with: (i) any share of the Company
issued upon exercise of share options or share options under other
schemes which have been granted to that Eligible Participant; (ii)
any share of the Company which would be issued upon the exercise
of outstanding share options or share options under other schemes
granted to that Eligible Participant; and (iii) any cancelled shares
of the Company which were the subject of share options or share
options under other schemes which had been granted to and
accepted by that Eligible Participant, in any twelve-month period
up to the Offer Date, exceed one per cent. of the number of shares
of the Company in issue on the Offer Date.
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27.

SHARE BASED PAYMENT TRANSACTIONS (Continued)

The acceptance of a share option, if accepted, must be made within

30 days after the Offer Date with a non-refundable payment of

HK$1 from the grantee to the Company.

All the share options granted under the Old Share Option Scheme
were expired before 31 December 2004. No share option has been

granted under the New Share Option Scheme since its adoption
on 7 September 2004.

The following table discloses movements in the number of the
Company’s share options granted under the Old Share Option

Scheme:

Exercise price

Name of directors per share  Date of grant Exercisable period
Bsps SRAEE RUEAH TR
HK$
BT
(Note i)
(Hizti)
Mr. Lam Kwok Hing 1.675 4 June 2001 7 June 2001-6 June 2004
ERELE ZTZ-5/AMA ZTT-E AtRZE
“FTNERARE
Mr. Nam Kwok Lun 1.675 4 June 2001 7 June 2001-6 June 2004
ERfmLE “ET-F/AMA  —ZE-F AtHE
“ZEMERARR
Notes:

(i) The initial exercise price was HK$3.35. On 14 September 2001, the
exercise price was adjusted to HK$1.675 due to the bonus issue.

(i) The share options were lapsed during the period ended 31 December

2004.
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Number of share options
AREHA

Outstanding
Outstanding at
at 1.4.2004 Lapsed 31.12.2004
R-EEME during —EENE
mA-H theperiod +=A=1-H
KT REBEREN KT

(Note i)

(et ii)
10,500,000 (10,500,000) —
10,500,000 (10,500,000) —
21,000,000 (21,000,000) —

BifaE
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A+ImAB - TEETERARZEITImAE
21.6758 7T °
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28. RETIREMENT BENEFITS SCHEME

The Group has operated a pension scheme under the rules and
regulations of the Mandatory Provident Fund Schemes Ordinance
(the “MPF Scheme”) after the implementation of the Mandatory
Provident Fund Schemes Ordinance. The assets of the MPF
Scheme are held separately in an independently managed fund.
The Group has followed the minimum statutory contribution
requirement of 5% of eligible employees’ relevant aggregate
income. The contributions are charged to the income statement as

incurred.

29. RELATED PARTY TRANSACTIONS

The Group had the following related party transactions:

(a) During the year, the Group received commission income from
securities, futures and options dealings of nil (1.4.2004 to
31.12.2004: HK$1,000) and HK$54,000 (1.4.2004 to
31.12.2004: HK$31,000) from the Director, Mr. Lam Kwok
Hing and the associates of Directors, Messrs. Lam Kwok Hing
and Nam Kwok Lun respectively. The commissions were
charged at rates similar to those rates offered to other clients.

(b) During the year, the Group received interest income from
securities margin financing of HK$356 (1.4.2004 to
31.12.2004: HK$18,000) from the associates of the Directors,

Messrs. Lam Kwok Hing and Nam Kwok Lun.

(c) During the year, the Group did not receive any advisory fee
income (1.4.2004 to 31.12.2004: HK$50,000) from ATNT.

/UM Karl Thomson Holdings Limited

28.
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29. RELATED PARTY TRANSACTIONS (Continued)

(d) During the period from 1 April 2004 to 31 December 2004,
Karfun subscribed the convertible note of HK$30,000,000
issued by ATNT and exercised the rights to convert in full the
convertible note of HK$30,000,000 into 150,000,000 shares
of ATNT at a conversion price of HK$0.20 per share of ATNT.
Details of the subscription of the convertible note of
HK$30,000,000 issued by ATNT have been disclosed in the
circular issued by the Company dated 27 February 2004 and
details of the subscription of 150,000,000 shares in ATNT
have been disclosed in the joint announcement issued by

the Company and ATNT dated 29 July 2004.

(e) During the year, the Group paid administrative expense of
approximately HK$409,000 (1.4.2004 to 31.12. 2004: nil) to
AC Consulting Limited in which Mr. Chow Ka Wo Alex has a

beneficial interest and is the director.

(f)  During the year, the Group received commission income,
clearing fee income and other securities dealing income
approximately HK$46,000 (1.4.2004 to 31.12. 2004: nil) from
our associate company. ATNT in which Mr. Lam Kwok Hing
has a beneficial interest and Messrs. Lam Kwok Hing, Nam
Kwok Lun, Ng Chi King David and Kwan Wang Wai Alan are

Directors.

(g) On 25 November 2004, Karfun conditionally agreed to acquire
48,520,667 shares of ATNT from Optimist and 3,475,167
shares of ATNT from Mr. Lam Kwok Yan for an aggregate
consideration of HK$23,398,125 at a price of HK$0.45 per
share of ATNT. Optimist is a wholly-owned subsidiary of
Medusa in which Mr. Lam Kwok Hing had a 50% equity
interest as at 25 November 2004. Details of this acquisition
were disclosed in the circular issued by the Company dated
28 February 2005. This acquisition was approved by the
independent shareholders of the Company at a special
general meeting on 30 March 2005. The acquisition was
completed on 20 April 2005 and the Group has 47.37% equity

interest in ATNT as at 31 December 2005.
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29. RELATED PARTY TRANSACTIONS (Continued) 29. BEALIRS (&)
Compensation of key management personnel TEEBEAESZEFM
The remuneration of Executive Directors and other members of REE/HEARTESREMETEER
key management during the year/period was as follows: BB ZMeMT :
1.1.2005 1.4.2004
to to
31.12.2005 31.12.2004
—EEHF —ZETNF
—A—BZ% mMA—H=Z=
—EEHF —ETNF
+=ZA=+—-B +t-A=+—H
HK$’000 HK$’000
FET FAET
Short-term benefits G HAtE A 1,288 966
Post-employment benefits RIKAEA 24 18
1,312 984
The remuneration of Executive Directors and key executives is HITESRFETHABZME BB E
determined by the remuneration committee having regard to the ZEERRBENALTZRREEMSBEM
performance of individuals and market trends. EE -

728 Karl Thomson Holdings Limited
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30. PRINCIPAL SUBSIDIARIES

30.

The following table lists the subsidiaries of the Company which, in

the opinion of the Directors, principally affected the results or assets

of the Group. To give details of other subsidiaries would, in the

opinion of the Directors, result in particulars of excessive length.

Name

2

Karl Thomson
(B.V.L.) Limited

Karl-Thomson Securities

Company Limited
SEEFARAH

Karl-Thomson Commodities

Company Limited
RERRHREBRAR

Karl Thomson
Finance Limited
=SB ERAA

Karl Thomson
Credit Limited
BEEMERAR

Country/
place of
incorporation
EailifzAvA
R/HE

British Virgin
Islands

REBRXES
Hong Kong

BB

Hong Kong
e

Hong Kong
B

Hong Kong
Bk

Issued and

fully paid

Class of share capital
shares held BETK
PR (0 28 A HRRA
Ordinary HK$10
TimAR 10 37T
Ordinary HK$5,000,000
it 5,000,000 /& 7T
Ordinary HK$5,000,000
VL) 5,000,000 7& 7T

Ordinary HK$20,000,000

TmAR 20,000,000 & 7T
Ordinary HK$10,000
TER 10,000 BT

TENEAA

TREIEERRUAEEXEXNEESR
TEREZARTEMBAR - EER
Ao REFEEMBMBARZFFESRKRIESR
RILEK °

Proportion

of nominal

value of

issued share

captial held

by the

Company

i NCIESY ]
BETIRA Principal activities

AL B3 38
%
Bt

100 Investment holding

REMER

100 Securities dealing
and broking

100 Futures and
options broking

HMERHRES
100 Securities margin
financing

100 Money lending
fEE

BEEEERARA

93



Financial Statements

BB R AR

30. PRINCIPAL SUBSIDIARIES (Continued)

Country/ Issued and
place of fully paid
incorporation  Class of share capital
Name A i'Av2 shares held BETR
e BIR, 8 P A 7 28 7 R
Karl Thomson Investment Hong Kong Ordinary HK$1,000,000
Consultants Limited B =R ELb e 1,000,000 7T
BEREBEREBRATF
Karl Thomson Financial Hong Kong Ordinary HK$600,000
Advisory Limited B Tk 600,000 7T
SEREREERLAH
Access Way British Virgin Ordinary US$1
Investments Limited Islands EimAR 17T
RERRES
Karfun Investments Limited Hong Kong Ordinary HK$100,000
ERRERBRAF Bk el 100,000 7T

The principal place of operation of the subsidiaries is Hong Kong.
The Company directly holds the interest in Karl Thomson (B.V.I.)
Limited. All other subsidiaries shown above are indirectly held by

the Company.

None of the subsidiaries had any debt securities outstanding at
end of the year or at any time during the year.

Z3 Karl Thomson Holdings Limited

Proportion
of nominal
value of
issued share
captial held
by the
Company
NCIESY -]
BRI
E{ELL Al

%

B

100

51

100

100

g

NN 7 B # ¥ B Karl Thomson

30. XEMBEATE (&)

Principal activities

FEXB

Broking of mutual funds
and insurance-linked
investment plans and
products

EEET  RrE
REFEINERESR

Corporate finance
advisory
TERE R

Holding of computer
equipment

FAERRE

Investment holding

REER

MBAREEETERLE -

(B.V.1.)

LimitedZ # 2 » M _E# pr A H b E A7)
ZHEFABARARIBERZE -

RAFEZERBRANEREATMER - K
BREAMEEFAEREEZEBES
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31.

POST BALANCE SHEET EVENTS

()

(i)

On 12 January 2006, Surewin Management Limited
(“Surewin”), the Company’s wholly-owned subsidiary, entered
into an agreement (“Purchase Agreement”) with Ms. Ho Chun
Yi (“Ms. Ho”), being the sole registered owner of Swiss-Invest
Petroleum Group Limited (“Swiss-Invest”) and is independent
to the Group. Pursuant to the Purchase Agreement, Surewin
has conditionally agreed to acquire 50% of the issued share
capital of Swiss-Invest at a cash consideration of HK$500. A
formal agreement will be signed by the parties upon Surewin
being satisfied with the due diligence review of an oil field
situated in Egypt (the “Oil Field”) and the entitlement of the
exploration and production rights of Swiss-Invest. After the
completion of the acquisition, Surewin is required to contribute
approximately US$7,250,000 million (approximately
HK$56,600,000) by way of shareholder’s loan to Swiss-Invest.
The Purchase Agreement was subsequently terminated on 7
April 2006 and replaced by a joint venture agreement (the
“JV agreement”) as disclosed in note(iii) below.

On 9 February 2006, the Company entered into a subscription
agreement (“Subscription Agreement”) with Dragon Holdings
Limited (“Dragon”), who is a third party independent to the
Group. Pursuant to the Subscription Agreement, Dragon has
conditionally agreed to subscribe and the Company has
conditionally agreed to issue 65,000,000 new shares of the
Company at a subscription price of HK$0.90 per share.
Pursuant to the Subscription Agreement, the Company has
also conditionally agreed to grant Dragon an option to
subscribe up to an aggregate of 65,000,000 ordinary shares
of the Company at an exercise price of HK$1.20 per share.
On 7 April 2006, the Company entered into a terminaton
agreement with Dragon, to terminate the transactions
contemplated under the Subscription Agreement.

31.
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(i)

(ii)
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31.

I Karl Thomson Holdings Limited

POST BALANCE SHEET EVENTS (Continued)

(iif)

On 7 April 2006, Surewin entered into the JV agreement with
an independent third party, Holley International (Hong Kong)
Limited (“Holley”). Pursuant to the JV agreement, Surewin
and Holley agreed that each will contribute 50% interest in
the share capital of Oriental Victor Limited (“Oriental Victor”)
at a cash consideration of HK$5,000 each.

On the same date, Oriental Victor entered into an accession
agreement (“Accession Agreement”) with Swiss-Invest.
Pursuant to the Accession Agreement, Swiss-Invest will
assign, transfer and novate all its rights and obligations in
the Qil Field to Oriental Victor at a consideration of HK$1.
Further, as a result of the Accession Agreement, Surewin and
Holley are required to each contribute approximately a total
of US$7 million by way of shareholders’ loan to Oriental Victor
to enable it to participate in the exploration and production of
the Oil Field.

On 13 April 2006, the Company entered into a placing
agreement (“Placing Agreement”) with its wholly owned
subsidiary, Karl-Thomson Securities Company Limited (“the
Placing Agent”), to subscribe for 17,000,000 placing shares
at the placing price of HK$1.73 each on a best effort basis.
Pursuant to the terms of the Placing Agreement, the Company
has also agreed to grant an option to each of the subscribers
to subscribe for the shares of the Company up to an aggregate
of 17,000,000 shares at an option exercise price of HK$1.85
each during the option period of one year.
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