GENERAL

The Company was originally incorporated in the Cayman Islands but
subsequently re-domiciled to Bermuda and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The addresses of the registered office and principal place of business
of the Company are disclosed in the Corporate Information Section
of the annual report.

The Company is an investment holding company. The principal
activities of its subsidiaries and associate are set out in notes 41
and 23 respectively.

The consolidated financial statements are presented in Hong Kong
dollars, which is the same as the functional currency of the Company.

APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING
STANDARDS/CHANGES IN
ACCOUNTING POLICIES

In the current year, the Group has applied, for the first time, a number
of new Hong Kong Financial Reporting Standards (“HKFRSs"), Hong
Kong Accounting Standards (“HKASs") and Interpretations (“INT")
(hereinafter collectively referred to as “new HKFRSs"”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA") that
are effective for accounting periods beginning on or after 1 January
2005. The application of the new HKFRSs has resulted in a change
in the presentation of the consolidated income statement,
consolidated balance sheet and the consolidated statement of
changes in equity. In particular, the presentation of minority interests
has been changed as required by HKAS 1 “Presentation of financial
statements”. 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 and/or prior
accounting years are prepared and presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 & M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING
STANDARDS/CHANGES IN
ACCOUNT'NG POL'C'ES (Continued)

BUSINESS COMBINATIONS

The Group has applied HKFRS 3 “Business combinations” which is
effective for business combination for which the agreement date is
on or after 1 January 2005. The principal effects of the application
of HKFRS 3 to the Group is summarised below:

Goodwill

In previous years, goodwill arising on acquisitions prior to 1 July
2001 was held in reserves. Goodwill previously recognised in reserves
approximately HK$396,184,000 has been transferred to the Group's
retained profits on 1 July 2005 (see note 3 for the financial impact).

Goodwill arising on acquisitions after 1 January 2005 is measured
at cost less accumulated impairment losses (if any) after initial
recognition. As a result of this change in accounting policy, no
amortisation of goodwill has been charged in the current year in
respect of the business combination in the current year (see note 3
for the financial impact).

FINANCIAL INSTRUMENTS

In the current year, the Group has applied HKAS 32 “Financial
instruments: disclosure and presentation” and HKAS 39 “Financial
instruments: recognition and measurement”. 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 principal effects
resulting from the implementation of HKAS 32 and HKAS 39 are
summarised below:

Convertible bonds

Previously, the convertible bonds were classified as liabilities and
recorded at the proceeds received on the balance sheet. The
additional subscription rights granted to the convertible bond holders
to subscribe for shares of a subsidiary at a fixed price was not
recognised on the balance sheet.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING
STANDARDS/CHANGES IN
ACCOUNT'NG POL'C'ES (Continued)

FINANCIAL INSTRUMENTS (Continued)

Convertible bonds (Continued)

On application of HKAS 32, the additional subscription rights granted
are recorded at fair value and the amount is deducted from the
carrying amount of the convertible bonds. The fair value of the
subscription rights amounting to HK$1,850,000 will remain in
subscription right reserve until the subscription rights are exercised
(in which case the balance stated in subscription right reserve will
be transferred to share premium). Where the subscription rights
remain unexercised at the expiry date, the balance stated in
subscription right reserve will be released to the retained profits of
the subsidiary. No gain or loss is recognised in profit or loss upon
exercise or expiration of the subscription rights. In accordance with
HKAS 32, the adjustment has been retrospectively applied.

On application of HKAS 39, on 1 July 2005, the convertible bonds
were classified into a liability component, a conversion option, a
call and put option and an early redemption option. As the conversion
option of the convertible bonds will not result in the settlement of a
fixed amount for fixed number of equity instrument it is regarded as
derivatives. Derivatives embedded in a financial instrument are
treated as separated derivatives when their economic risks and
characteristics are not closely related to those of the host contract
(the liability component) and the host contract is not carried a fair
value through profit or loss.

On 1 July 2005, the Group has elected to designate its convertible
bonds with embedded derivatives as whole as financial liabilities at
fair value through profit or loss on initial recognition. At each balance
sheet date subsequent to initial recognition, the entire convertible
bonds are measured at fair value, with changes in fair value
recognised directly in profit or loss in the period in which they arise.
In accordance with relevant transitional provisions of HKAS 39,
convertible bonds as at 1 July 2005 was increased by approximately
HK$12,860,000 with a corresponding decrease in retained profits
and minority interests, being their fair value adjustment on 1 July
2005 (see note 3 for the financial impact).

Transaction costs that are directly attributable to the issue of the
convertible bonds designated as financial liabilities at fair value
through profit or loss are recognised immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 & M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING
STANDARDS/CHANGES IN
ACCOUNT'NG POL'C'ES (Continued)

FINANCIAL INSTRUMENTS (Continued)

Classification and measurement of financial assets and financial
liabilities

The Group has applied the relevant transitional provisions in HKAS 39
with respect to classification and measurement of financial assets
and financial liabilities that are within the scope of HKAS 39.

By 30 June 2005, the Group classified and measured its 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 the profit or
loss. “Held-to-maturity investments” are carried at amortised cost
less impairment losses (if any). From 1 July 2005 onwards, the Group
classifies and measures its debt and equity securities in accordance
with HKAS 39. Under HKAS 39, financial assets are classified as
“financial assets at fair value through profit and 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.

On 1 July 2005, the Group classified and measured its equity
securities in accordance with the requirements of HKAS 39. As a
result of the adoption of HKAS 39, the Group reclassified “Interest
in e-commerce projects”, “Interest in telecommunications projects”
and “Investments” recorded in the consolidated balance sheet at 1
July 2005 amounting to HK$256,067,000, HK$233,233,000 and
HK$975,985,000 respectively as “Available-for-sale investments”.
The changes have not had any significant impact on the results for
the current or prior periods. No prior period adjustments were
required.
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2. APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING
STANDARDS/CHANGES IN
ACCOUNT'NG POL'C'ES (Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets and financial liabilities other than debt and equity
securities

From 1 July 2005 onwards, the Group classifies and measures its
financial assets and financial liabilities other than debt and equity
securities (which were previously outside the scope of SSAP 24) in
accordance with the requirements of HKAS 39. 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 (other financial liabilities)”. “Other financial
liabilities” are carried at amortised cost using the effective interest
method. Except for convertible bonds mentioned above, the adoption
of HKAS 39 has had no material effect on the Group’s results for
current and prior accounting periods.

OWNER-OCCUPIED LEASEHOLD INTEREST IN LAND

In previous year, owner-occupied leasehold land and buildings were
included in property, plant and equipment and measured using the
cost model. In the current year, the Group has applied HKAS 17
“Leases”. Under HKAS 17, the land and buildings elements of a lease
of land and buildings are considered separately for the purposes of
lease classification, unless the lease payments cannot be allocated
reliably between the land and buildings elements, in which case,
the entire lease is generally treated as a finance lease. The adoption
of this standard has had no material effect on how the results for
the current or prior accounting periods are prepared and presented.

3. SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING
POLICIES

(i) The effect of the changes in the accounting policies described
above on the results for the current and prior years are as
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2006 2005
—BRAE —TTRT
HK$'000 HK$'000
F#ET FAT
Loss in fair value change of convertible AR ESF A FEE
bonds 2y E5E 50,411 -
Decrease in amortisation of goodwill PEE R Gt A—R
(included in general and RATHZ )
administrative expenses) (1,533) -
Net decrease in profit for the year FEm MR 5 48,878 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 & M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

> £fe g 2
3. SUMMARY OF THEEFFECTSOFTHE 3. S HREEMELZ
/
CHANGES IN ACCOUNTING POLICIES FERE
(Continued)
(i) The cumulative effects of the application of the new HKFRSs (i) ARZZEEAFAAA=ZTHE-_ZZRF
as at 30 June 2005 and 1 July 2005 are summarised below: +tA—BEAHEEMBREEN R
AR BB T
Retrospective
adjustment Opening adjustment
BHHE LinEE
As at Effect of As at Effect of Effect of As at
30 June 2005 HKAS 32 30 June 2005 HKFRS 3 HKAS 39 1 July 2005
(originally (restated)
stated)
ERUE
W-BZRF ZFAEHEN R-ZZIf HEEA  BEEHEN RK-ZIIE
NAZTRE  ENECEE ARSHE BeTE  Fueye thA-H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAn TAT TAn TAT TAn TAT
(31) (BE3)
Available-for-sale investments ELERE - - - - 1465294 1465294
Interest in e-commerce projects RNEFEERA 2R 256,076 - 256,076 - (256,076 ) -
Interest in telecommunications projects REEER i 233,233 - 233,233 - (233.233) -
Investments RE 975,985 - 975,985 - (975,985 -
Convertible bonds MRRER (124,800 1,850 (122,950) - (12,860 (135.810)
Total effects on assets and liabilities HEERAR BEYE 1,340,494 1850 1,342,344 - (12860) 1,329,484
Goodwill reserve EEfE (396,184) - (396,184 ) 396,184 - -
Subscription right reserve DRERRE - 1,850 1850 - - 1,850
Retained profits REER 2,266,534 - 2,266,534 (396,184 ) (9.240) 1,861,110
Minority interests DYRRER 458,344 - 458,344 - (3620) 454724
Total effects on equity Hkx BEY2 2,328,694 1,850 2,330,544 - (12.860)  2,317.684

There are no financial effects on the adoption of the new HKFRSs to
the Group as at 1 July 2004 and 30 June 2005.
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3. SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES

(Continued)

The Group has not early applied the following new standards,
amendments and interpretations that have been issued but are not
yet effective. The directors of the Company anticipate the application

A E I EIEATRA NI 2B ERER ZH
HA BT B A AR ERAY RAZE
FEAMERT MR B AR E 2 R A MRS

of these new standards, amendments and interpretations will have
no material impact on the Group's consolidated financial statements.

WEBRTE-

HKAS 1 (Amendment) Capital disclosures' BB AERIE5R BEARE
(#&1&3T)
HKAS 19 (Amendment)  Actuarial gains and losses, group plans BASEAE195 BEER SEEE
and disclosures? (#&185T) &
HKAS 21 (Amendment)  Net investment in a foreign operation? BB EREN RINETGIS & FRR?
(B&1&3T)
HKAS 39 (Amendment)  Cash flow hedge accounting of forecast BB ETERIFEI95E RSB ARG
intragroup transactions? (&1E7]) 2B e mEH
SRR
HKAS 39 (Amendment)  The fair value option? ARG R AR SE395% N BEERE
(#&1&3T)
HKAS 39 and HKFRS 4 Financial guarantee contracts? BAGEAFER R HEERE L
(Amendments) BEMIEREER
Ea5E (KIERT)
HKFRS 6 Exploration for and evaluation of mineral BB ELER] EME IR BIER &
resources? ZE65% a2
HKFRS 7 Financial instruments: Disclosures' BB ELER] BRI A HRER
EyLT
HKFRS — INT 4 Determining whether an arrangement T8 (BRMBHRER ETTHESeR
contains a lease? REZE®) Gish
—RBEEAR
HKFRS — INT 5 Rights to interests arising from B4 (BERMBHRER KEEFEERR
decommissioning, restoration and ZEZE®) RIBBIEES
environmental rehabilitation funds? —HEELR FEE s
2R
HK(IFRIC) - INT 6 Liabilities arising from participating in a 55 (BBEMBHRER 2HEBENS
specific market — waste electrical and REEZEE FrEAZBE
electronic equipment? — A EE6 —BEREAR
B
HK(IFRIC) = INT 7 Applying the restatement approach under 5 (BRMBHRER REBEEBSFER
HKAS 29 Financial Reporting in REEEE) EYREASE G
Hyperinflationary Economies® —ZBETR AR ER 2
B IS RS A
Elr~
HK(IFRIC) — INT 8 Scope of HKFRS 2° 5% (BBRMBRER BEMBEREER
2REZE9) F25R 2 EED
—2EE
HK(IFRIC) - INT 9 Reassessment of embedded derivatives® % (BBETEHRER EHEARALTE
®EZEw) T As
—REEIR
HK(IFRIC) = INT 10 Interim financial reporting and BE (BTG HRER FEHUBRER
impairment’ REZET) RE
—REE105%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 & M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES

(Continued)

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

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

3 Effective for annual periods beginning on or after 1 December 2005.
4 Effective for annual periods beginning on or after 1 March 2006.

5 Effective for annual periods beginning on or after 1 May 2006.

6 Effective for annual periods beginning on or after 1 June 2006.

7 Effective for annual periods beginning on or after 1 November 2006.

SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been prepared on the
historical cost basis 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 HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities of Stock
Exchange and the Companies Ordinance in Hong Kong.

BASIS OF CONSOLIDATION
The consolidated financial statements incorporate the financial
statements of the Group made up to 30 June each year.

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

All significant inter company transactions and balances within the
Group 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
POL'C'ES (Continued)

BASIS OF CONSOLIDATION (Continued)

Acquisition of additional interests in subsidiaries is recorded at
historical cost and the excess of the cost of acquisition over the
carrying amounts of net assets acquired is recognised as goodwill.

GOODWILL
Gooadwill arising on acquisitions prior to 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which the
agreement date is before 1 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.

Gooadwill arising on acquisitions on or after 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which the
agreement date is on or after 1 January 2005 represents the excess
of the cost of acquisition over the Group’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities
of the relevant subsidiary, at the date of acquisition. Such goodwill
is carried at cost less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is
presented separately in the consolidated balance sheet.

For the purposes of impairment testing, goodwill arising from an
acquisition 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, the attributable amount of
goodwill capitalised is included in the determination of the amount
of profit or loss on disposal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 & M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

REVENUE RECOGNITION

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

Service income is recognised when the services are rendered.

Sales of goods are recognised when goods are delivered and title
has been passed.

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

Income from certain available-for-sale investments/investments
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 available-for-sale investments. Income from
other available-for-sale investments 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 from a financial asset 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 estimated
future cash receipts through the expected life of the financial asset
to that asset’s net carrying amount.

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 telecommunication
networks include, among other things, property and equipment,
internally developed and acquired software and the acquisition of
required licenses.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

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 10% —50%
telecommunication

networks
Furniture and fixtures 20% —33'/5%
Motor vehicles 25%

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.

An item of property, plant and equipment 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.

IMPAIRMENT (OTHER THAN GOODWILL)

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 & M &
FOR THE YEAR ENDED 30 JUNE 2006 HZ - BB AFAA=1HILFE

SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

INTANGIBLE ASSETS

On initial recognition, intangible assets acquired separately and from
business combinations are recognised at cost and at fair value
respectively. 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 income
statement when the asset is derecognised.

Research and development expenditures
Expenditure on research activities is recognised as an expense in
the period in which it is incurred.

An internally-generated intangible asset arising from development
expenditure is recognised only if it is anticipated that the
development costs incurred on a clearly-defined project will be
recovered through future commercial activity. The resultant asset is
amortised on a straight-line basis over its useful life, and carried at
cost less subsequent accumulated amortisation and any accumulated
impairment losses.

Where no internally-generated intangible asset can be recognised,
development expenditure is charged to profit or loss in the period in
which it is incurred.

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 consolidated 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 consolidated income statement on a
straight line basis over the term of the relevant lease.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

DEVELOPMENT COSTS FOR SYSTEMS AND NETWORKS
Development costs for systems and networks are stated at cost less
amortisation and any accumulated impairment losses.

Development costs for 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:

— the technical feasibility of completing the asset so that it will
be available for use or sale.

— itsintention to complete the asset and use or sell it.
— its ahility to use or sell the asset.

—  how the asset will generate probable future economic benefits.
Among other things, the entity can demonstrate the existence
of a market for the output of the asset or the asset itself or, if
it is to be used internally, the usefulness of the asset.

— theavailability of adequate technical, financial and other resources
to complete the development and to use or sell the asset.

— its ability to measure reliably the expenditure attributable to
the asset during its development.

Development costs that cannot fullfil the above conditions are
recognised as expenses in the period in which it is incurred.
Development costs for 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 development costs for systems
and networks has declined below their carrying amount, the carrying
amount is reduced to reflect the decline in value.

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

An item of development costs for systems and networks 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

SIGNIFICANT ACCOUNTING
P 0 |_| C | ES (Continued)

FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised on the
consolidated 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 mainly classified into one of the
two categories, including loans and receivables and available-for-
sale financial assets. The accounting policies adopted in respect of
each category of financial assets are set out below.

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 trade and other receivables, amount due
from an associate, deposits, bank balances and cash) 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.

Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories.

For available-for-sale debt investments with guaranteed return,
payments receivables each year for investments are apportioned
between income and reduction of the carrying value of the
investments so as to reflect a constant periodic rate of return. As
the available-for-sale debt investments do not have a quoted market
price in an active market and whose fair values cannot be reliably
measured, they are measured at cost less any identified important
losses at each balance sheet date subsequent to initial recognition.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial assets (Continued)

Available-for-sale financial assets (Continued)

For available-for-sale equity investments that do not have a quoted
market price 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, they are
measured at cost less any identified impairment losses at each
balance sheet date subsequent to initial recognition. An impairment
loss is recognised in profit or loss when there is objective evidence
that the asset is impaired. The amount of the impairment loss is
measured as the difference between the carrying amount of the asset
and the present value of the estimated future cash flows discounted
at the current market rate of return for a similar financial asset.
Such impairment losses will not reverse in subsequent periods.

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 including trade and other payables and bank and
other borrowings are subsequently measured at amortised cost, using
the effective interest method.

Convertible bonds

Convertible bonds that will not be or may not be settled by the
exchange of a fixed amount of cash for a fixed number of the
Company's own equity instruments are financial liabilities with
embedded derivatives. Derivatives embedded in a financial
instrument are treated as separate derivatives when their economic
risks and characteristics are not closely related to those of the host
contract (the liability component) and the host contract is not carried
at fair value through profit or loss.

The convertible bonds with embedded derivatives as a whole is
designated as financial liabilities at fair value through profit or loss
on initial recognition. At each balance sheet date subsequent to
initial recognition, the entire convertible bond is measured at fair
value, with changes in fair value recognised directly in profit or loss
in the period in which they arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity (Continued)

Convertible bonds (Continued)

The equity component of the subscription rights, representing the
option to subscribe the ordinary shares of the Company/subsidiary,
will remain in subscription right reserve until the embedded option
is exercised (in which case the balance in the subscription right
reserve will be transferred to share premium of the Company/
subsidiary). Where the option remains unexercised at the expiry date,
the balance in the subscription right reserve will be released to
retained profit/minority interests. No gain or loss is recognised in
profit or loss upon exercise or expiration of the option.

Transaction costs that are directly attributable to the issue of the
convertible bonds designated as financial liabilities at fair value
through profit or loss are recognised immediately in profit or loss.

Equity instruments
Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and rewards
of ownership and control of the financial assets. On derecognition
of a financial asset, the difference between the asset’s carrying
amount and the sum of the consideration received and the cumulative
gain or loss that had been recognised directly in equity is recognised
in profit or loss.

For financial liabilities, they are removed from the Group's
consolidated balance sheet (i.e. when the obligation specified in
the relevant contract is discharged, cancelled or expires). The
difference between the carrying amount of the financial liability
derecognised and the consideration paid or payable is recognised in
profit or loss.

INTEREST IN AN ASSOCIATE

The results and assets and liabilities of associate is incorporated in
the 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.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

INTEREST IN AN ASSOCIATE (Continued)

When a group entity transacts with an associate of the Group, profits
and losses are eliminated to the extent of the Group's interest in the
relevant associate.

PROVISIONS

Provisions are recognised when the Group has a present obligation
as a result of a past event, and it is probable that the Group will be
required to settle that obligation. Provisions are measured at the
directors’ best estimate of the expenditure required to settle the
obligation at the balance sheet date, and are discounted to present
value where the effect is material.

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

BORROWING COSTS
All borrowing costs are expensed as incurred.

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 the profit as reported in the consolidated
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 consolidated 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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

TAXATION (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associates,
and interests in joint ventures, 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.

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 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.

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 carried
at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the fair value
was determined. 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 period in which they arise. Exchange differences arising
on the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period except for differences arising
on the retranslation of non-monetary items in respect of which gains
and losses are recognised directly in equity, in which cases, the
exchange differences are also recognised directly in equity.

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 Company (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, unless exchange rates fluctuate
significantly during the 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 translation reserve). Such exchange differences are recognised
in profit or loss in the period in which the foreign operation is
disposed of.

Goodwill and fair value adjustments on identifiable assets and
liabilities acquired arising on an acquisition of a foreign operation
on or after 1 July 2005 are treated as assets and liabilities of that
foreign operation and translated at the rate of exchange prevailing
at the balance sheet date. Exchange differences arising are
recognised in the translation reserve.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

FOREIGN CURRENCIES (Continued)

As mentioned in note 2, goodwill and fair value adjustments arising
on acquisitions of foreign operations prior to 1 July 2005 are treated
as non-monetary foreign currency items of the acquirer and reported
using the historical exchange rate prevailing at the date of the
acquisition.

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. Any assets resulting from this calculation is limited to
unrecognised actuarial losses and past service cost, plus the present
value of available refunds and reductions in future contribution to
the scheme.

The amount recognised in the consolidated 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.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies described
in note 4, management makes various estimations based on past
experiences, expectations of the future and other information. The
key source of estimation uncertainty that may significantly affect
the amounts recognised in the consolidated financial statements is
disclosed below:

ESTIMATED IMPAIRMENT OF GOODWILL

Determining whether goodwill is impaired requires an estimation of
the value in use of the cash-generating units to which goodwill has
been allocated. The value in use calculation requires the Group to
estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate the
present value. As at 30 June 2006, the carrying amount of goodwill
was HK$36,795,000. Details of the recoverable amount calculation
are disclosed in note 17.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

KEY SOURCES OF ESTIMATION
U N C E RTA' NTY (Continued)

FAIR VALUE OF CONVERTIBLE BONDS AT FAIR VALUE
THROUGH PROFIT OR LOSS

The fair value of convertible option included in the convertible bonds
designated at fair value through profit or loss is subject to the
limitation of the Binominal model that incorporated market data and
involved uncertainty in estimates used by management in the
assumptions. Because the Binomial model requires the input of highly
subjective assumptions, including the volatility of share price,
changes in subjective assumptions can materially affect the fair value
estimate. Details of the assumptions disclosed in note 33.

ESTIMATED USEFUL LIFE OF DEVELOPMENT COSTS FOR
SYSTEMS AND NETWORKS

As at 30 June 2006, the carrying value of development costs for
systems and networks amounts to HK$1,694,548,000. The estimated
useful life of the assets reflects the directors’ estimate of the periods
that the Group intends to derive future economic benefits from the
use of the development.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group's major financial instruments include trade and other
receivables, amount due from an associate, deposits, bank balances
and cash, trade and other payables and bank and other borrowings.
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 financial assets are trade and other receivables, amount
due from an associate and deposits, bank balances and cash, the
carrying amounts of those assets stated in the consolidated balance
sheet represent the Group’s maximum exposure to credit risk in the
event that counterparties fail to perform their obligations at 30 June
2006 in relation to financial assets.

In order to minimise the credit risk in relation to trade receivables,
the management of the Group will only advance credit to customers
with good credit history. In addition, the management reviews the
recoverable amount of each individual debt at each balance sheet
date, taking into account of future discounted cash flows, 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.
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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

CREDIT RISK (Continued)

At 30 June 2006, the Group maintains approximately
HK$785,690,000 of deposits with overseas financial institutions. The
management considers that there are no significant credit risks due
to the long and good credit history with the financial institutions.

The credit risk on trade receivables is concentrated on a few
distributors for the goods of the Group. Receivables from top five
distributors represented approximately 91% of trade receivables at
the balance sheet date. In addition, the credit risk on guaranteed
distribution receivable is also concentrated on a few number of
guarantors of investments. Receivables from the top five guarantors
of investments represented approximately 33% of guaranteed
distribution receivables at the balance sheet date. The management
considers that there are no significant credit risks due to the long
and good credit history of these debtors.

INTEREST RATE RISK

The Group’s cash flow interest rate risk relates primarily to variable-
rate bank borrowings. The Group currently does not have a policy on
cash flow hedges of interest rate risk. However, the management
monitors interest rate exposure and will consider hedging significant
interest rate risk should the need arises.

FOREIGN CURRENCY RISK

Foreign currency risk refers to the risk that movement in foreign
currency exchange rate which will affect the Group’s financial results
and its cash flows. Certain deposits and bank balances of the Group
are denominated in foreign currencies. The Group does not have a
foreign currency hedging policy. However, the management monitors
foreign currency exposure and will consider hedging significant
foreign currency exposure should the need arise.

TURNOVER AND SEGMENT
INFORMATION

Turnover represents the net amounts received and receivable for
goods sold and services provided by the Group to outside customers,
licensing fees received and receivable and distributions/dividend
received and receivable from the Group’s investments in
telecommunications and e-commerce projects and strategic
investments during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

7. TURNOVER AND SEGMENT
|NFORMAT|0N (Continued)

]. EEBERTEER @

(a) BUSINESS SEGMENTS (a) XBoHE
For management purposes, the Group is currently organised RABEE AEEZEBRDRRNEE
into six main operating business — sales of general systems DREXEB - HE—RERER RER
products, provision of services (including software % (B R MR R E FIER RE)
customisation and provision of e-lottery services) and software FEB T HERSED BEAG
licensing, leasing of systems products, investments in RIBEREFHEIER 2RE UEFHE
telecommunications networks and projects and e-commerce SEHEEMAR AR 2 REIRE L
projects and holding strategic investments in advanced BIHARKREEENEER 2 mEEE-
technology product development companies. These businesses
are the basis on which the Group reports its primary segment
information.
Investments
Salesof  Provision of intelecom-  Investments
general ~services and Leasing munications in
systems  software  of systems  networks e-commerce  Strategic
products licensing products and projects  projects investments Consolidated
HE-R  REBER HERE  EREER E7HE
FER  BhRETE ER  EAZRE EEZRE  RMHRE &&
HKS 000 HKS 000 HKS 000 HK$'000 HKS 000 HKS'000 HKS 000
T Tin T Tin T Tin T
Year ended 30 June 2006 HE-2ERF
ABZTHLEE
TURNOVER gXE
External and total revenue HMNEERBNE 1731631 1,151,578 10,508 2,53 2,80 57616 299668
RESULTS E4 |
Segment result NEEE 20429 456,092 4,654 18,662 21534 10874 716,106
Interest income FIEHA 01
Gain on deemed disposal of BRIELERBAR WA
subsidiaries 37,648
Loss on fair value change of TRREFATEES
convertible bonds pa (30411)
Unallocated corporate expenses, net AARDRES 58 (11,508)
Finance costs B (9780)
Profit before taxation el 704,346
Taxation ik (65)
Profitfor the year AERER 704,261
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(a)

ey Sl pr
7. TURNOVER AND SEGMENT 1. EXERDIEEM @
| N FO R MATl 0 N (Continued)
BUSINESS SEGMENTS (Continued) (a) ¥B2E (&)
Investments
Salesof  Provision of intelecom-  Investments
general ~services and Leasing munications in
systems  software  ofsystems  networks e-commerce  Strategic
products licensing  products and projects  projects investments Consolidated
BE-R  RUBER 8% ERB4R ETHE
FRER  BBETE ER  EEZRE  EEZRE  RHMRE Er
HKS'000 HKS'000 HKS'000 HKS'000 HK$ 000 HKS'000 HKS 000
T TEn T TEn T TEn T
As at 30 June 2006 R=BBRERAZTA
ASSETS (3
Segment assets PEEE 3,080,085 629,869 18 220,100 20%7 1350018 55183M
Unallocated corporate assets APRDREE 934,889
Consolidated total assss GRBEE 6,453,200
LIABILITIES f&
Seqment liabilities HERE 101372 51,19 849 - - 10,452 171,515
Unallocated corporate liabilities AL WNGIEL 188,043
Consolidated total liabilties FRERRE 359,558
OTHER INFORMATION EfrEn
Capital additions of property, 0% BERRER
plant and equipment and BYEEZETRE
intangible assets 5,182 15,745 w - - - 0.4
Capital additions of available-for-sale
investments FRMRE ENRE = - - - - 176,756 176,756
Capital additions of systems
and networks FO R ERTE - 5,358 - - - - 5,358
Additions of deposits BELRE 1,080,300 i - - - 132600 12387
Depreciation and amortisation WEREH 7484 376,453 500 - - - 384,437
Impairment losses recognised
for investments HREREA AERE = = = - - 43,081 43,081
Loss on disposal of development costs HEZRREBERERA
for systems and networks B - - - - - 1,560 1,560
TER R EEERAF 6 1 —EENEFR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 & M &

FOR THE YEAR 30 JUNE 2006 BZ — 22 XFEXA=THILFE

(a)

Yy L2 e N ST 2D
7. TURNOVER AND SEGMENT 1. EXERDEER @
| N FO R MAT| 0 N (Continued)
BUSINESS SEGMENTS (Continued) (a) ¥¥K2%E (&
Investments
Salesof  Provision of in telecom- Investments
general  services and Leasing  munications in
systems software ~ ofsystems ~ networks  e-commerce Strategic
products licensing products  and projects projects  investments  Consolidated
HE-R  REBER HEZE  BREE4R E75E
ARER  ABTE Eh  BEIRE  HAZRE  RRMRE e
HK$ 000 HK$'000 HK$ 000 HK$'000 HK$ 000 HK$'000 HK$'000
T T T T T T TAL
(Notg)
i)
Year ended 30 June 2005 BE-SERE A-TALEE
TURNOVER £ 2]
External and total revenue WHERakE 1562813 12,84 10,999 28,357 30,68 56015 2461710
RESULTS S
Segment result HEFE 193,740 314,553 330 21,0% 29,268 14619 582,608
Interest income FISHA 17,776
Unallocated corporate expenses, net RARDARL -8 (14,240}
Finance costs B (12,587 )
Profit before taxation el 573584
Taxation ik [517)
Profitfor the year RERRT 573,067
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(a)

sdege ALz St
7. TURNOVER AND SEGMENT 1. EXERDIEEM @
| N FO R MATl 0 N (Continued)
BUSINESS SEGMENTS (Continued) (a) ¥BoE (&)
Investments
Salesof  Provision of in telecom- Investments
general  services and Leasing  munications in
systems software ~ ofsystems ~ networks  e-commerce Strategic
products licensing products  and projects projects  investments  Consolidated
HE-R  RERKR REZE  BRBER ETEE
AER  BiHTE Eh  BARE  EEZRE  REERE &
HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000
TEn T TEn T TEn T TEn
(Notg)
i3
As at 30 June 2005 (restated) RZBZEEAA=1H(EES)
ASSETS (3
Segment assets PREE LT47 515 262500 1436 305,910 304996 1183296 4811695
Unallocated corporate assets ROBDREE 109477
Consolidated total assets FREEE 5,361,082
LIABILITIES 1|
Segment liabilities k! 1z 140,360 4250 1183 = 8,580 - 199,203
Unallocated corporate liabilities AORLRAE 196,818
Consolidated total liabilties FRERRE 396,01
OTHER INFORMATION EfhER
Allowance for bad and doubtful debts REGRE - 558 - - - - 558
Capital additions of property, nE BRERREL
plant and equipment BNRE 589 290 30 - - - 9122
Capital addition of REWRE?
investments EXNRE = = = - - 159,900 159,900
Additions of deposits e hE 920400 - - - - 132600 1083000
Depreciation and amortisation WEREH 11,426 186,464 764 - - - 198,654
Impairment losses recognised
for investments HREMER AESE = = = - - 36429 36429
Loss on disposal of development costs, HEZRREBERERA
for systems and networks LER 13 (47) - - - - 78
Note: Included in turnover of strategic investments is dividend income Miz: FIAKBUEREZEXBERRAREZ

from investments of HK$618,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

7. TURNOVER AND SEGMENT 1. EEERDBER @
|NFORMAT|ON (Continued)

(b) GEOGRAPHICAL SEGMENTS (b) WESE
(i)  The following table provides an analysis of the Group's (i) TREFIXEEZMETISED 2
revenue by geographical market, irrespective of the origin WARHT (&R R 2R
of the goods/services: ih) :
Revenue by
geographical segment
Year ended 30 June
REDBE D 2B
BERA=tTHLEE
2006 2005
ZEBTRE —ETRF
HK$'000 HK$'000
FExT FHET
People’s Republic of China (the “PRC") G EYNEE
including Hong Kong and Macau (THE]) BIEEE
TR 2,256,569 1,823,409
Europe BM 486,801 408,875
Others Hith 253,298 229,426
2,996,668 2,461,710
(ii)  The following is an analysis of the carrying amount of (i) TREYINEBIREEMEHET
segment assets, and capital additions to property, plant BElD 2 BEEREE UEY
and equipment, systems and networks, interest in ¥ BB REE ZFRRBRZER
e-commerce projects and telecommunications projects AE BTHNEEAELERFEEZ
and strategic investments in advanced technology Bz ARRERRERAZE QT
product development companies, analysed by the ZEBMIRE T
geographical market to which the assets are located:
Carrying amount
of segment assets Capital additions
PEEEZIREE BEXRE
30.6.2006 30.6.2005 30.6.2006 30.6.2005
—®BAE  "TTAF  —BBAFE  _FTEAT
ANA=+H ~NA=+H ANA=+H ~NA=+H
HK$'000 HK$'000 HK$'000 HK$'000
FTET FHT FTET FHT
The PRC including FE- B
Hong Kong and Macau aER
SBFS 2,946,219 2,935,382 20,709 1,190
Europe BN 116,357 124,922 7,010 269
Others Hith 2,455,735 1,751,351 1,389,740 1,220,563
5,518,311 4,811,655 1,417,459 1,222,022
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8.

10.

OTHER INCOME

Included in income is interest earned on bank deposits and balances
of HK$22,291,000 (2005: HK$17,776,000) and discount on acquisition
of additional interest in a subsidiary of HK$2,852,000.

LOSS ON DISPOSAL OF DEVELOPMENT
COSTS FOR SYSTEMS AND NETWORKS

During the year, the Group transferred its interest in certain systems
and networks with an aggregate carrying value of HK$79,560,000
(2005: nil) to various investment holding companies and in return
obtained certain equity interests in these investment holding
companies (classified as available-on-sales investments). The fair
values of these investments of HK$78,000,000 (2005: nil) were
estimated based on expected cash flows projection from such
investments resulting in a loss on disposal of HK$1,560,000 (2005:
nil).

FINANCE COSTS

H A

W AFERITIE R R A5 1722,291,0008 T (= F
F 17,776,000/ 70) AT HRELZ F| B K Uk B2 b
B AR EBIMERS 2 782,852,000/ T

& R R 4 R B B LA
ZIEE
FRAEBBERETERNBKETES
79,560,000 T (ZETRF M) S HEREET
SREEER AT B ANEEESHERE
ERAR A TREERER (DEAMHED
EIRE) I FIRE 2 ANF{E478,000,000% 7T
(ZETRG &) NIRBEHKAZSFREZ
REREMFTTS  EET S E5181,560,0008 7T
(ZEZRHF E)-

10. B 7% AR

2006 2005
—BeAE —TTHg
HK$'000 HK$'000
FET FHTT

Interest on bank and other borrowings ARAFANBHEEZ
wholly repayable within five years RITREAMIEE 2 FIS 9,776 8,141
Finance charges on finance leases MEHEZHBEER 4 37
Issue costs of convertible bonds AR S 2 BITRAR - 4,379
9,780 12,557
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11. PROFIT BEFORE TAXATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

1. BRER Al

s )

2006 2005
—EEXRE —TTREF
HK$'000 HK$'000
FET FAT
Profit before taxation has been arrived at FREE AR A B 0Bk :
after charging:
Directors’ remuneration (Note (i)) SRS (KIEEI) 7,050 6,650
Staff costs excluding directors’ remuneration BIRAK(TEEESHE) 96,618 104,048
Retirement benefit scheme contributions RIRBRAEBMER (EERIN
other than directors (Note (ii)) (B () 8,586 8,208
Total staff costs B A%ERE 112,254 118,906
Amortisation on: BN
Development cost for systems and networks, R 2 BRI
included in direct operating expenses GrAEELENAR) 369,697 180,508
Intangible assets, included in general and EEE GEA—RK
administrative expenses THHAZ) 1,770 -
Depreciation on: ME -BERZRB2ITE
GFA—RRITEAXR) :
Owned assets, included in general and BEEE
administrative expenses 12,970 18,115
Assets under finance leases, included in BMEMEECEE
general and administrative expenses - 31
384,437 198,654
Allowance for bad and doubtful debts REIRE - 558
Auditors’ remuneration TZ SR B & 5,269 3,610
Cost of inventories recognised EREREFE 2K 1,599,233 1,343,931
Research and development HREEE 7,295 7,235
Loss on disposal of property, plant and
equipment HEME - BE MRE 2 EE 50 76
Minimum lease payments paid under EREEHEZHE
operating leases in respect of: RN RERIE:
Rented premises HEmE 4,447 4,723
Machinery and equipment HEEE I 3R 1,120 1,479
and after crediting: REFTA:
Net foreign exchange gain SN FRE 35,431 7,613
Release of negative goodwill agE A - 2,478
Rental income from leasing of plant and THERFE s R EEEE
machinery and telecommunications networks Frig 2 S A 10,508 15,325

Gain on deemed disposal of subsidiaries mainly arises on issue of
shares to minority shareholders and on conversion of convertible

bonds of a subsidiary.

Ao
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11. PROFIT BEFORE TAXATION (conmivuen)

Notes:

(i)  Information regarding directors’ and employees’ emoluments

Year ended 30 June 2006

DL NN/

1. BRFABDREA )
X

i) FHRESERESHSEHR
BE-SEXAFAAZTHLEE

Performance Retirement

Salaries related benefits Total
and other incentive scheme directors’
Fees benefits payments contributions emoluments
ek RIERRA RIKER EEe
e HitgH BikzRE TEIfR b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FHET FET FHET
Note
k=3
Name of executive directors HITESME

Mr. Paul Kan Man Lok* HEE Tt - 2,110 162 20 2,292
Mr. Leo Kan Kin Leung* FHER R oA+ 15 1121 650 12 1,798
Mr. Lai Yat Kwong* RENFE 10 816 612 15 1,453

Name of non-executive FEMITEEMR

directors

Mr. Francis Gilbert Knight* Francis Gilbert
Knight5t A&+ 15 95 - - 110
Prof. Liang Xiong Jian* Rk R 10 5 - - 15
Prof. Ye Pei Da* B A 10 5 - - 15
Mr. Frank Bleackley* Frank Bleackley %t 4* 10 35 - - 45
Mr. Terry John Miller EgE 5 237 - - 242
Ms. Shirley Ha Suk Ling* Bife L 10 750 308 12 1,080
85 5174 1,732 59 7,050

which are the listed subsidiaries of the Company.

# The director is also a director of Kantone.

+ The director is also a director of Digital HK.

The director is also a director of Kantone Holdings Limited
("Kantone") and DIGITALHONGKONG.COM ("Digital HK"), both of

* ZEETREASEARAR ([FA])
REHEE ([BEEEI 2EF) MAER
A AAREZ EHHEARe

# HEENRBECES

+ HRERNRBBEE 2 ES-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

N AL NN/
11. PROFIT BEFORE TAXATION Goniiness 1. BRBABTSREF (o
Notes: (Continued) Mizt: (&
(i)  Information regarding directors’ and employees’ emoluments i) ERESHEESHMezEHN (&)
(Continued)
Year ended 30 June 2005 HEZTTRFAA=THILFE
Performance Retirement
Salaries related benefits Total
and other incentive scheme directors’
Fees benefits payments contributions emoluments
ek RIERR RIKTER EE=He
fioko) EHEF BR B FTEMHER 1w
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FHT FHT FAIT FAT
Note
B3
Name of executive directors WITEEHR
Mr. Paul Kan Man Lok LR e e - 2,109 162 21 2,292
Mr. Leo Kan Kin Leung fHER R 5 1,100 700 12 1,817
Mr. Lai Yat Kwong RENEE 2 805 624 15 1,446
Name of non-executive directors FESITE B A
Mr. Francis Gilbert Knight Francis Gilbert Knight
itas 10 90 = = 100
Prof. Liang Xiong Jian R 2 B 10 5 - - 15
Prof. Ye Pei Da BERAHE 10 5 - - 15
Mr. Frank Bleackley Frank Bleackley5t &= 10 33 = 43
Mr. Terry John Miller gL 5 92 — - 97
Ms. Shirley Ha Suk Ling BBt 5 675 133 12 825
57 4914 1,619 60 6,650

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

Note: The performance related incentive payment is discretionary as may
be decided by the board of directors provided that the total amount
of bonus payable to all the members of the board of directors for
such year shall not exceed eight percent of consolidated profit
after taxation of the Group.

Employees

The five highest paid individuals of the Group included three (2005: three)
directors of the Company, details of whose emoluments are set out above.
The emoluments of the remaining two (2005: two) highest paid employees
of the Group, not being a director of the Company, are as follows:

FATEEHERBEFTREREMME R
FEEHECZREHEMAMRTR-

My BRTERREN RBEABREEEY
JREBEFRRE ERZFERNSES
BK R Z LA RENSBEAEEIRE

AR A 8%

B&

FEEREBZRSHFALRE=R (CEERF =
B)ARAAEE HHSHBRN L -AREEE
BME (CETRF WE) ke AL (WHEEAR
AZESR) 2B T

2006 2005

ZEEXRF —ZTTRF

HK$'000 HK$'000

FEx FET

Salaries and other benefits e RHMER 2,116 2427
Performance related incentive payments RIERBRERC &S 508 181
Retirement benefit scheme contributions RKEFFTEIMER 565 431
3,189 3,039
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11. PROFIT BEFORE TAXATION (continuea)

Notes: (Continued)

(i)

(ii)

Information regarding directors’ and employees’ emoluments
(Continued)
Emoluments of these employees were within the following bands:

1. BRBL AR
MizE: (48)

| )

i) FHREFERESHSEHR (A
IEEE ZMENF T HIEE:

Number of employee(s)

EEAH
2006 2005
ZEBAREF —ETRF
HK$1,000,001 — HK$1,500,000 1,000,0017% 7T — 1,500,000 7T 1 1
HK$1,500,001 — HK$2,000,000 1,500,0017% 7T — 2,000,000 7T 1 1
Retirement benefit scheme contributions
2006 2005
—BEAE —2THA
HK$'000 HK$'000
FiHBx FHT
Retirement benefit scheme contributions to MASEZ ERER B MZ
the Group's defined contribution scheme RREFIFT BT 364 874
Retirement benefit scheme contributions to mAKE 2 EEAN AR
the Group's defined benefit scheme RKEFIFT B 8,281 7,394
8,645 8,268

Defined contribution scheme

Certain subsidiaries of the Company participate in 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 (2005: nil).

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

Defined benefit scheme

Certain subsidiaries of the Company operates a self-administered, funded
pension scheme. The scheme provides defined pension benefits related
to service, and final earnings and capital sums on death. Membership is
optional for all staff paid monthly and aged over 21 years.

RS
ARRBTETHERARAKRSIEESE IR
RREFRIG 8- 2RI BERAEE 2 BE
DERE LFNRBLEEAZRNZESA-

BEABRERINBRZERENE SRR DASE
AT BIRARE 2 L RN ARES Z HR 1
BERAEARENZBRRZARLEE A%
EZAR B 2 HFURBR E R 2 5K

WEHE R WEREE SR 8IME £ 2Rt
e WS KA AR AR R A H R (2 FE
FFE)

B_ZEERF+ AR AEEREREEZM
BRAEREE2ERGIEAES ([BEE]) &
& AR BRRERNB 2 BB ERAENE
REARBEZRES A ERPIEE 2 LR pti8 A
EEtEED 2 #5ke

BRI
ARFBTETHEAARY —HATEEZR
GBI 8- it BITo Y67 B4R 5 PR 15 20
2 ERRINET] B R S 2 SR8 R
S\ AFT REW B2 FARE TEBSIL
8-

BEREEBARAT 69 —PTAFER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

11. PROFIT BEFORE TAXATION (continved)

Notes: (Continued)

(ii)

Retirement benefit scheme contributions (Continued)

Defined benefit scheme (Continued)

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 consolidated 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 2006
for the accounting 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:

1. BRFL A&

DL NN/

|| )

MyaE: (&)

(ii)

BB EMRK (&

EREREAGE ()

BIFE BB EME = FiREs U ERA#T
HEBEE ZHR TR A 1B R P HBR R IR%
T2 BB — MR FEeomE LS IR AT R IR
S ZRBERFCBRENTREFE2167%E
2.50% 2 il o A SR BN AR AR A EL A AR (K18 4B ) o BT
it B EEREMERERENAERAETIN
TE=F+-A=+—HHBEB G BAlison
BostockZZ LT WER—ZTENFA=THE
FAEETEHEE -HAEERTAYEZR
RNOEEARERBRERF € RARSEREZFH
185 E 2 BRa% e

Az T ERBEBRRNOT:

30.6.2006 30.6.2005
—EBAHEF ZETNEF
~A=+A AA=+RA
Discount rate BhER & 5.30% 5.00%
Expected return on scheme assets TBEA 2 FTEIE E B R 6.60% 6.40%
Expected rate of salary increase TBHZ He AR 2.80% 2.80%
Future pension increases KRR ZBRIRSFHE 2.80% 2.80%

The actual valuation updated to 30 June 2006 showed that the market
value of the scheme assets was HK$229,349,000 (2005: HK$207,735,000)
and that the actuarial value of these assets represented 67% (2005: 61%)
of the benefits that had accrued to members. The shortfall of
HK$12,777,000 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:

BHE_ZEANENA-TAZREGERR
SHEIEE 2 H1{E £229,349,0008 T (ZETRE:
207,735,000 7T) - MZEEECREEBRER
JEEEANZ67T% (ZZEZTRF 61%) AR
12,777,000 7T 2 A58 - RIR B R B 2 TE ST ISR AR
TEEE (BU0SFEEET) AR

REEERAH BN RABR R R &
T

2006 2005

ZEBAREF —ETRF

HK$°000 HK$'000

FiBx FHT

Current service cost RITARIE AR 3513 3,154
Interest on obligation EAEZFE 16,571 16,914
Expected return on plan assets BB EZBHR R (13,059) (12,674)
Net actuarial losses TEEERFHE 1,256 -
8,281 7,394

The charge for the year has been included in direct operating expenses.
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11. PROFIT BEFORE TAXATION (continuea)

Notes: (Continued)
Retirement benefit scheme contributions (Continued)

(ii)

Defined benefit scheme (Continued)

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

DL NN/

1. BRFABDREA )

M- (%)

(ii)

BABRT BN (&
EEBAE (B

EAREE 2 EREMNRINGTBIARMEE 2 S8

BFfAREEREAER SRMT:

follows:
2006 2005
ZEEXRF —EThHF
HK$'000 HK$'000
FET FHAT
Fair value of scheme assets FrEEECATE 229,349 207,735
Present value of funded obligations AEAEZRE (344,682) (339,292)
Net unrecognised actuarial losses KRR IBEEIRFE 27,319 46,706
(88,014) (84,851)
Movements in the present value of the defined benefit obligation are as MEFEzBEFEEHNT:
follows:
2006 2005
ZEBAREF —ETRF
HK$'000 HK$'000
FET FHAT
At beginning of the year F4 339,292 294,417
Currency realignment IE 5 AR 1,347 (4,710)
Service cost BRA K AR 3513 3,154
Interest cost MEBRKA 16,571 16,914
Actuarial (gain) loss BE () 518 (12,949) 42,047
Benefits paid Frisr@ (9,092) (12,530)
At end of the year FiE 344,682 339,292
Movements in the fair value of plan assets are as follows: FrEIEEC A TFEZEHNT:
2006 2005
ZEEXRF —EThHF
HK$'000 HK$'000
FERT FHT
At beginning of the year F4 207,735 189,951
Currency realignment PE 5 AR 5,195 (2,675)
Expected return on plan assets sHEIEE 2 FEEIRIFR 13,059 12,674
Actuarial gain (loss) EE W (BE) 4,146 8,768
Contributions R 8,306 11,547
Benefits paid FrHE R (9,092) (12,530)
At end of the year F4E 229,349 207,735

AENEEEARAT [ | —RRATER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

11. PROFIT BEFORE TAXATION (continved)

Notes: (Continued)
(ii) Retirement benefit scheme contributions (Continued)
Defined benefit scheme (Continued)
The fair value of plan assets at the balance sheet date is analysed as

1. BRFABDREA )

BRE: (4
(i) BRABRISHBIGR (&)
EEEFTE (B

SEIEENGERZ A HESTANT:

follows:
2006 2005
e —TEas
HK$°000 HK$'000
FExT FHET
Equity instruments BATA 169,262 144,338
Debt instruments EFTA 54,616 53,265
Other assets Hith & & 5471 10,132
229,349 207,735

The history of the plan for the current and prior period is as follows:

AR R AR G EIFEL T

2006 2005
ZEEXRF —EThHF
HK$'000 HK$'000
FHET FHET
Present value of defined benefit obligation EREEAAEE 2 RE 344,682 339,292
Fair value of plan assets FEIBEZ ATEE (229,349) (207,735)
Deficit B4t 115,333 131,557
Experience adjustments on plan liabilities FFEBEZRERAR (12,949) 42,047
Experience adjustments on plan assets FrEIEECBERE 4,146 8,768
12. TAXATION 12. Hi18
2006 2005
ZEBTRE —ETRF
HK$'000 HK$'000
FExT FHET
The charge comprises: TIEZ HBE:
Hong Kong Profits Tax BAEFISH
— current year —REE - 30
— underprovision in prior years —BAFEETEEE 36 62
Taxation in other jurisdictions Hih A A RBIA 41 443
83 535
Deferred taxation (Note 34) FEIERETE (F5E34) 2 (18)
85 517
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1 2 TAXATl 0 N (Continued)

Hong Kong Profits Tax is calculated at 17.5% (2005: 17.5%) on the
estimated assessable profits derived from Hong Kong. Taxation in
other jurisdictions is calculated at the rates prevailing in the
respective jurisdictions.

The low effective tax rate is attributable to the fact that a substantial
portion of the Group’s profit neither arises in, nor is derived from,
Hong Kong and is accordingly not subject to Hong Kong Profits Tax
and such profit is either exempted or not subject to taxation in any
other jurisdictions.

Details of deferred taxation for the year are set out in note 34.

The tax charge for the year can be reconciled to the profit per the
consolidated income statement as follows:

12. Fi 38 )

ERNEH AR B RS 2 G EERE R Az
175% (ZZZRF 175%) TR EFTE - E A7)
SEREETRIB AR R A E RS B RA 2R R
AT

EREMERE L RERNRBAG 2 FELIE
EA%-S/%@%HX TIEREEE BWBABREEHN
BE Mt Fa A e B AR E R
b BLARE R 2 IR

AEEIERIA 2 FHB RS

AFE 2 BAX M ERABRERR R E RN
T

2006 2005
S s —TTHF
HK$'000 HK$'000
FExT FHET
Profit before taxation B AT 704,346 573,584
Tax at Hong Kong Profits Tax rate of 17.5% REBFERE1T5%TE 2
(2005: 17.5%) HE(CEZRF 175%) 123,261 100,377
Tax effect of profit exempted or not subject to R EAth RERE (R EFA G AT sk
taxation in other jurisdictions BARM RN 2 RS 2 (141,206) (105,111)
Effect of different tax rates of subsidiaries BB A RIS Efth REE R
operating in other jurisdictions REZPRAME 28 138 177

Tax effect of expenses not deductible for tax TRl s Ts B R Az 2
purposes Big e 10,947 2,272

Tax effect of income not taxable for tax purposes BZEFLFETE B BB 2 WA 2
M2 (1,102) (1,098)
Tax effect on utilisation of tax losses previously — B)FABERERHIBEEZ
not recognised BB E (363) (387)
Tax effect of tax losses not recognised RIERTIBEIE 2 B2 10,206 6,238
Underprovision in prior years BTFETERE 36 62
Others Hitb (1,832) (2,013)
Taxation for the year REE 2R 85 517
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

13.

14.

DIVIDENDS 13. R 2

2006 2005
—EEXRE —TTRF
HK$'000 HK$'000
FET FAT
Final dividend proposed in scrip form equivalent & AR B 5 SR 2 # R 2%
to HK3.3 cents (2005: HK3.1 cents) per REARR S AEE R ARSI
share, with a cash option (ZEZRF:3.15)
AEERS 43,369 38,514
Interim dividend paid in scrip form equivalentto 1R LABRH 85 VIR (2 7 £
HK2.2 cents (2005: HK1.7 cents) per share, %8 Xﬁf}ﬁ/\iﬂﬂ 27811
with a cash option (ZEZRF A.T8)
EERS 28,619 20,954
Underprovision in prior year LEFETRRE 1,108 399
73,096 59,867
The proposed final dividend for 2006 is based on 1,314,201,045 “ETRFERRERARETHZN ZTER
shares in issue at 30 June 2006. FRA= + A2 BT8R 191,314,201,6450% &
HEEHE

EARNINGS PER SHARE 14. R B R

The calculation of the basic and diluted earnings per share is based ERREEEGRAET IR T BRTE:
on the following data:

2006 2005
BT RE —ETRF
HK$'000 HK$'000
FHT A
Eamings for the purpose of calculating basic NEFEEARGRET 2 8F
earnings per share 549,994 458,726
Effect of dilutive potential ordinary shares: TRk EEiar e
Interest and fair value change of convertible AR ES 2 F B
bonds (Note) RN EE 228 (M) 930 466
Issue costs of convertible bonds AMRESRZETER = 2,072
Effect of options attached to convertible bonds ~ —ZRH{B A B[ AR E 5
of a subsidiary TR REFTBTERRE 2 o8 (355) (3,473)
Eamings for the purpose of calculating diluted ~ BAFHELEESRBF 2 B R
earnings per share 550,569 457,791
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14. EARNINGS PER SHARE (continued) 14. BREFR @

Number of shares (In "000)
BRAEE (UTFRE)

2006 2005
—BRAE —ETnf
Weighted average number of shares for the ARHE EARGR AT 2 Nk
purpose of calculating basic earnings EHRMnEE
per share 1,276,589 1,209,115
Effect of dilutive potential ordinary shares: Tmk s BT E:
Convertible bonds (Note) Al E S (FEE) 20,312 35,659
Warrants (Note) Rk REE (B E 6,495 -
26,807 35,659
Weighted average number of shares for the ARFE S EE G REF 2 hnwe
purpose of calculating diluted earnings FHRDEE
per share 1,303,396 1,244,774
Note: BsE:

The computation of diluted earnings per share does not assume (1) the exercise
of certain of the Company's outstanding warrants as the exercise price of those
warrants is higher than the average market price for shares for the period during
which such warrants were outstanding; and (2) the conversion of convertible
bonds issued by a subsidiary as the effect is anti-dilutive.

The following table summarises the impact on both basic and diluted earnings
per share as a result of the application of new HKFRSs:

AEESREIRNE T BERRARRAETHARTEZ
RREREITE RAAZERBEE 2 TEESSR
REER RETE AR 2 FHHE: R2MEA S
PR AR ESE L R RRAEARBREEER-

TREARRBHE MRS ENESRERN LS
BNzEE:

Impact on basic Impact on diluted
earnings per share earnings per share
HEREXREFZE HERBERFZH
2006 2005 2006 2005
TEERF —ZTRF TEERF —ZTTRF
HK cents HK cents HK cents HK cents
b3 Al Bl AL
Reported figures before adjustments HEAMER
BT 46.91 37.94 45.99 36.78
Adjustments arising from changes in BEBOREE)
accounting policies (see Note 3) FREEH 2 A%
(RHIEE3) (3.83) = (3.75) -
Restated/reported BEY 1REH 43.08 37.94 42.24 36.78
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

15. PROPERTY, PLANT AND EQUIPMENT 15. ¥ % [ = R %15

Plant and
machinery
and tele- Furniture
Landand  communications and Motor
buildings networks fixtures vehicles Total
HERME
1iHREP REERE GRREE HE @it
HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
TET TET TAT TAT TET
C0ST BAE
At 1 July 2004 R-ZENF+A—H 61,321 1,001,774 15,478 12177 1,090,750
Currency realignment [ % (216) (832) = = 1,048
Additions NE - 8,394 151 b77 9122
Disposals L& - (24133) - (2,509} (26,642)
Transferred to inventories BARE = (393) = = (393)
At 1 July 2005 R-ZERF+A—H 61,105 984,810 15,629 10,245 1,071,789
Currency realignment [ iR 511 6,971 = = 7482
Acquisition of a subsidiary WeE—HB AR - 1827 - - 1627
Additions NE - 7,786 61 - 7,847
Disposals e - (12,985) = = (12,985
Transferred to inventories BAGE = (99) = = (99)
At 30 June 2006 RZEE EFAAZTH 61,616 988,110 15,690 10,245 1,075,661
DEPRECIATION nE
At 1 July 2004 R-ZENF+A—H 18,802 97,117 15,058 11,085 1,012,042
Currency realignment [ % 63) (2,149) = = [2212)
Provided for the year FriE 1,985 15,368 3% 160 18,146
Eliminated on disposals HERBHR - (23,816) = 2450] (26,266 )
Eliminated on transfer BAGERHR
to inventories - (368) - - (368)
At 1 July 2005 R_ZZhE+A—H 20,724 956,152 15,391 9,075 1,001,342
Currency realignment B 5 R 145 6,680 - - 6,825
Provided for the year FriE 1679 10,730 107 154 12,970
Eliminated on disposals HEBHR - (12,790) = = (12,790)
Eliminated on transfer BAGERHR
to inventories - (83) - - (83)
At 30 June 2006 RZEE EFAAZTH 22,548 960,689 15,498 9,529 1,008,264
CARRYING VALUES REE
At 30 June 2006 RZEE EAA=TH 39,068 274 19 716 67,397
At 30 June 2005 RZEERE A=TH 40,381 28658 238 1,170 70447
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15. PROPERTY, PLANT AND EQUIPMENT

15.

M3 TR B K 5% 1 o)

(Continued)
2006 2005
—BBAE —TFRF
HK$'000 HK$'000
FET FHET
The carrying values of the Group's REB 2 ERERRE
property interests comprise: BERE:
Freehold properties held outside Hong Kong MNEBAIMEREE 2
KASERRY) 5 15,130 15,042
Leasehold properties: 2R
Held in Hong Kong REBRE
— long leases —RHEIEHL) 15,796 17,013
— medium term leases — R EREZ Y 3,334 3,334
Held outside Hong Kong REB AN EFEE
— long leases — REIRAL) 1,226 1,198
— medium term leases —FRHRZZ4Y 3,582 3,794
39,068 40,381
Carrying value of plant and machinery and ZREHEREZHE
telecommunications networks held B R BEHEBE 2
under finance leases BREE - 133
The Group leases equipment to customers AEBRKEEHERREE
on operating leases terms. The carrying value BMTEP SN2
of such equipment, which is included in REEE BREEmRE R
plant and machinery and telecommunications Mz R BIEMEA
networks, is as follows: BN
Customer equipment at cost REEM R ANME 92,317 110,060
Less: Accumulated depreciation B BEHTE (90,511) (103,137)
Carrying value ARTEE 1,806 6,923

At 30 June 2008, certain land and buildings of the Group with a
carrying value of HK$11,865,000 (2005: HK$10,277,000) were
pledged to a bank as security for banking facilities granted to the

Group.

Note: Owner-occupied leasehold land is included in property, plant and
equipment only when the allocations between the land and buildings

elements cannot be made reliably.

aEnEsmaRan [ | —weATeR

AEEBR-_ZEZFEA=Z+BERAEAR
11,865,000/ 70 (ZZZ 4 110,277,000 7T) 2
BT REFEEIFFIRIT EALEEE
RIRTTRLE 2 &R

Miz: EAEAMERZEELER I RIBF IS EL
AR IR D BOBS T A A EE BB TR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

16.

17.

DEVELOPMENT COSTS FOR
SYSTEMS AND NETWORKS

16.

B s 2 B B RN

2006 2005
—EEXRE —TTREF
HK$'000 HK$'000
FExT FAT
COST B AE
At beginning of the year F1 1,760,574 1,230,128
Currency realignment b 3, 58 BE 36 =
Additions NE 147 -
Acquisition of subsidiaries g0y 4,775 -
Transferred from deposits =k N 803,400 530,446
Transferred to investments BAKE (93,600) -
At end of the year Fik 2,475,932 1,760,574
AMORTISATION e
At beginning of the year F4) 425,721 245,219
Provided for the year REFEE 369,697 180,508
Eliminated on transfer . PNEEi g (14,040) -
At end of the year Fit 781,384 425,727
CARRYING VALUE REE
At end of the year Fik 1,694,548 1,334,847

Development costs for systems and networks include all direct costs
incurred in the setting up and development of internet based
knowledge systems and networks. The Group’s development costs
for 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.

GOODWILL

Goodwill acquired in a business combination is allocated, at
acquisition, to the cash generating units (“CGU"s) that are expected
to benefit from that business combination. The carrying amount of
goodwill had been allocated as follows:

17.

RN A2 FBR A B RER M A%
BEMBRG LR Z AR RKA A KB
BB A8 2 B ANZERIR B a1
NEFRHIE 2 A A EREEFS (&%
) FIABEH-

[k

A GHITE 2 B TTRNRBR D L =T
REREBEH 2 BREM ([FREM]) B
BRAECSHRMT:

2006

—BeAE

HK$'000

FExT

Provision of e-lottery services BHER RS EE 36,795
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17.

18.

G 0 O DW' |_|_ (Continued)

During the year ended 30 June 2006, management of the Group
determines that there was no impairment of any of its CGUs
containing goodwill.

The recoverable amounts of the CGUs are determined from value in
use calculations. The key assumptions for the value in use
calculations are those regarding the discount rates, growth rates
and expected changes to selling prices and direct costs during the
period. Management estimates discount rates using pre-tax rates
that reflect current market assessments of the time value of money
and the risks specific to the CGUs. The growth rates are based on
industry growth forecasts. Changes in selling prices and direct costs
are based on past practices and expectations of future changes in
the market.

During the year, the Group performed impairment review for goodwill
based on cash flow forecasts derived from the most recent financial
budgets for the next five years approved by management using the
same discount rate of 10% which reflects current market
assessments of the time value of money and the risks specific to the
CGUs. The growth rates are based on industry growth forecasts. No
impairment loss was considered necessary.

17.

GESIO))

HE_ZTRFA=THILFE ~EBE
I JERETE - H A EEIR B AL M R E

BINEf  FICIBEE AR AEEFE R E
EE-EREEFEEIZIERRSRARNZ
R BREUREBRERKAZ BHRE
BB EE AR RRTISHRE G2 2B
EREREN 2 FERR 2 HBIL R HRER K
R EEEREUTRERRA AR -E(E
NEEKAZ BB THGREE RMmISTEEZ
RREF RELE-

FAAEBCRESRETAN OREEEEM
HERRRF 2 SO P BRE) ZENHE
EITREER WEA10% 2 HRIRE AR
BT ISIR R ATl SRR A R F IR B 2 FE
Eg B R ETIATRIERIAR RELE -AEE
RRBAELRERER-

INTANGIBLE ASSETS 18. BL&E
License
rights
HSETE
HK$'000
FHTT
CoST A
Acquired on acquisition of a subsidiary PAUREE — R B A R AR
during the year and balance at 30 June 2006 RZZBZRFNA=ZTHZER 11,800
AMORTISATION N
Charge for the year and balance at REFEHERN _TTREF
30 June 2006 NAZTHZ&ER (1,770)
CARRYING VALUE REE
At 30 June 2006 RZZEZERFARA=1+H 10,030

The license rights for provision of e-lottery businesses were acquired
as part of a business combination during the year. The license rights
have definite useful lives and are amortised on a straight-line basis
over the period of the right granted or 5 years, whichever is shorter.

sEREsmARAT | 9 —PTAFER
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BIEREB A2 —8 0 - FrFEARENA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

19. AVAILABLE-FOR-SALE 19. AIMEHERE

INVESTMENTS

2006
—EEREF
HK$'000
FExT
Unlisted equity securities, at cost, in respect of: LA N SIEIEAK AT 2 IE E AR ARE S
— Interest in e-commence projects —RETHZEERA 2R 104,410
— Interest in telecommunication projects —REFIEE 2B 34,974
— Others — E A 474,023
Impairment loss recognised BEER 2 RIEEIE (236,674)
376,733
Unlisted debt securities with guaranteed FJE‘LXT%IEE:E%E%@%Z
return, in respect of: I T ERE S
— Interest in e-commerce projects —REFHER E 2R 371,750
— Interest in telecommunication projects —REFIBR 2#H 360,201
— Others — E A 967,799
Capital receipts from the investment WE 2 BERRE (613,901)
1,091,849
1,468,582

On 1 July 2005, the Group classified and measured its debt and equity
securities in accordance with the requirements of HKAS 39. As a
result of the adoption of HKAS 39, the Group reclassified “Interest
in e-commerce projects”, “Interest in telecommunications projects”
and “Investments” recorded in the consolidated balance sheet at 1
July 2005 amounting to HK$256,076,000, HK$233,233,000 and
HK$975,985,000 respectively as “Available-for-sale investments”.
The changes have not had any significant impact on the results for
the current or prior periods. No prior period adjustments were
required.

The unlisted debt securities with guaranteed return represent the
Group’s investments in certain securities which have guaranteed a
pre-determined return to the Group over a fixed period of time. The
pre-determined returns are non-interest bearing and denominated
in United States dollars. Payments receivable 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. The pre-determined sums
will be received for a period of 5 years by half-yearly instalments
and are discounted at the effective interest rate of 10% per annum.

The unlisted investments represent investments in unlisted equity
securities issued by private entities incorporated outside Hong Kong.
They are measured at cost less impairment losses at each balance
sheet date because the range of reasonable fair value estimates is
so significant that the directors of the Company are of the opinion
that their fair values cannot be measured reliably.

R-BEERF+A—H AEEREELES
HERIFEISR 2 ME D TE N B EES RARAE

Fo R RMBE B ST EERIFE395T  AEE ST
BN —ZEREA-RACEABERGBRA
2 RETHEEZEEBER 2=l [REFEBEEZ
M E ] 5 514256,076,00058 7T
233,233,000 7T }2975,985,000/& 7T B HEE
[ATEHERE | % S H B A HRE S AT
M2 EEWEERIRAEATE - BAELA
HAFA R

BRE@MB I LMEBEFEARENET
REEFHRANE BT RIATE RE DR E
ZIRE TR MM NS WAL TTAHE
BFRIAEMBEUIE 2 BT E 2 W
ABRREREERD 2HEAE ARBREE 2
EREBE-FBE LRGN FHEAEFF0
HAWGER - W0 $2 B 10% 2 BRI AL -

FEETIRERNER NIMBEREMAL 2 FAA
ERMBETZFLLTRAES ZRE ZER
ENEHERRRAREREBEE )
HREEATFEEGREREERN ARARES
REAREER A ERE A TEE
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19.

20.

21

AVAILABLE-FOR-SALE
|NVESTM ENTS (Continued)

In 2008, the directors of the Company reviewed the carrying amount
of the unlisted securities in light of the current market condition
with reference to the financial results and business operated by the
investees. The directors identified an impairment loss of
HK$43,801,000 estimated based on expected cash flows projection
from such investments.

INTEREST IN E-COMMERCE
PROJECTS

Interest in e-commerce projects as at 30 June 2005 are set out below.
Upon the application of HKAS 39 on 1 July 2005, interest in e-
commerce projects were reclassified to available-for-sale
investments.

19.

20.

AHRHERE @

RIETRE ARREFRRTMALRE
WIRE AR M BRERFE L BRI LT
ERCEHAE BEEREZFRRERA LA
HAIR & 7 8 ORI {4 B (B &5 1543,801,000/8 7T °

REFBEHRE 2H#E

RCBEERFAA=THZREFHERBZ
BEHINM T - R _ETRF LA —BERHE
AERTERFERE RNEFHERA 2 ER
EEMSBEAHRKERE-

HK$'000
FHTT

Unlisted investments in e-commerce projects EFREBEAFLTREZ
with guaranteed return, at cost BIRGE B RKANE 482,160
Capital receipts from the investments BE 2 BRI (121,674)
Impairment losses recognised BHRRERE (104,410)
256,076

.INTERESTS IN

TELECOMMUNICATIONS PROJECTS

Interest in telecommunications projects as at 30 June 2005 are set
out below. Upon the application of HKAS 39 on 1 July 2005, interest
in telecommunications projects were reclassified to available-for-
sale investments.

21.

NEEEE 2Em

R-ZFZRFANA=TRAZNEFREB s
HIWT-R-_ZETRFLA—BRAEES
FHERIZEI9RIE NEFRE ZERCEH D
BEAHOERE-

HK$'000
FET

Unlisted investments in telecommunication EEHEE ZELTRE
projects, with guaranteed return, at cost REBEEIR HRAKAE 395,176
Capital receipts from the investments &2 EARWEE (126,969)
Impairment losses recognised BHERREEE (34,974)
233,233
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

22. INVESTMENTS

Investments as at 30 June 2005 are set out below. Upon application
of HKAS 39 on 1 July 2005, investments were reclassified to
available-for-sale investments.

22. &
RIEERFNA=THZEREHI WO TR
—TERF+ A BERAEE SR FE395
B IRBCEFOEEAHEERE-

Investment
Investments securities
with without
guaranteed guaranteed
return return Total
REREER b £ 4R 3% B 7
ZRE ZEBFRE wEm
HK$'000 HK$'000 HK$'000
FET FHET FHET
Unlisted equity securities, at cost/ I ETRATE
carrying value BRANME, BREE 753,869 369,633 1,123,502
Capital receipts from the investments & 2 EAR M (94,028) - (94,028)
Impairment loss recognised BHERREEE (53,489) = (53,489)
606,352 369,633 975,985

23. INTEREST IN AN ASSOCIATE

23. REtE N R 2R

2006 2005

—ETXRE —ETRHF

HK$'000 HK$'000

FExT FET

Unlisted shares, at cost JEETRIRG IRAE 31 31
Share of post acquisition profits FEIEUEER R T = -
31 31

Amount due from an associate JE s B 48 R FRIE 281 281
312 312
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23. INTEREST IN AN ASSOCIATE (contines) ~ 23. FABR'E N B Z 2R ()
RoBBAFAASTH AEEZBHEAT

Particulars of the Group’s associates at 30 June 2006 are as follows:

Proportion of

ol

FIEMT

nominal value of

Place of issued capital directly
Name of company incorporation held by the Company Principal activities
FATEERAZ
DAL A R 3L 3t B ERTRAEELA FEEH
Belcher Technology Samoa 31% Investment holding in
Limited EETGRS software consultation

The directors consider the carrying amount of interest in associate
approximates its fair values.

The amount due from an associate is unsecured, interest-free and is
repayable on demand. The directors consider that the carrying amount
of amount due from an associate approximates its fair value.

The summarised financial information in respect of the Group’s
associate is set out below:

and the development of
software systems
BRI BE R R4

F% IR

BE=R5 EAH BRR RS ZREER

FEERE

& AR AR FRIAREER 2B W ARER
BE-EER” Hﬁﬁ%@ BIFTRFRAZ AR E{E

HERFEERE

REBE AN R 2 M E RS F 5T -

2006 2005

—EEXRE —TTRF

HK$'000 HK$'000

F#ET FAT

Total assets BEE 780 780
Total liabilities BEE (702) (702)
Net assets BEFE 78 78
Group’s share of net assets of an associate REBEEBREATEESE 31 31
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—F B FXAZTHLFE

24,

25.

26.

£
DEPOSITS 24 &
Deposits were paid in connection with the following: MATIHBENZRSE:
2006 2005
S s —z2hf
HK$'000 HK$'000
FExT FHT
Development costs of systems and R R AEIEE
networks projects R 1,197,300 920,400
Acquisition of investments g £ 42 133,571 132,600
1,330,871 1,053,000
A=
INVENTORIES 5.7
2006 2005
e —z2hf
HK$'000 HK$'000
FET FAT
Raw materials JR# 9,641 14,297
Work in progress e 2,874 2,326
Finished goods A 15,541 10,375
28,056 26,998
P =k
TRADE AND OTHER RECEIVABLES 26. FEUN & 5 K B ERRX
2006 2005
S —TTHE
HK$'000 HK$'000
FExT TFHT
Trade receivables FEWE 5 8RR 451,857 452,348
Guaranteed distribution receivables FEUHR & 7k 187,091 188,283
Other receivables JFEE LS fh B 3K 256,096 230,352
895,044 870,983
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26. TRADE AND OTHER RECEIVABLES

2].

(Continued)

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:

26. EIWE 5 R EMERI @

AEBREEZRPETHBZEERR R
BEEZEA REMERZES 1TRRER
MHBERAMB TN TE1808 ZEEH - EI
ZSEFRBEB R ZRBR AT :

2006 2005

ZBEXRE ZZTRF

HK$'000 HK$'000

FET FHT

0 - 60 days 0—608 375,820 364,994
61 —90 days 61—90H 68,214 52,400
91— 180 days 91—180H 5,996 1,750
> 180 days >180H 1,827 33,204
451,857 452,348

The directors consider the carrying amounts of trade receivables at
30 June 2006 approximate their fair values.

EER/ N_TERERNA=TEZRKE
SRR ERHERRAFEERS-

DEPOSITS, BANK BALANCES AND 1. BRCIRITHEERAS
CASH

2006 2005
S —zTng
HK$'000 HK$'000
FET FET
Interest bearing deposits FTREFHK 880,758 690,742
Bank balances and cash RITHEERIRS 40,506 47,572
921,264 738,314
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

27.DEPOSITS, BANK BALANCES AND 21. ZFRCSRITEEREBES® @

CAS H (Continued)

The Group’s deposits, bank balances and cash that are denominated
in currencies other than the functional currencies of the relevant
group entities are set out below:

mf Bt

SRR RITEFERASTIABHEE
B Iha B ANz EREHE 25T

\r

2006 2005

—EEAE R i

HK$'000 HK$'000

FERT FAT

United States dollar ETT 76,581 62,640
Hong Kong dollar B 8,393 3,964
RMB AR 98,910 341,557
Others EAh 2,771 4,479

The deposits, bank balances and cash comprise short-term deposits
with maturity of three months or less and cash held by the Group.
The deposits carries interest at an average rate of 0.1% (2005: 0.1%).
The directors consider that the carrying amounts of deposits, bank
balances and cash at 30 June 2006 approximate the fair value.

Certain bank balances and cash of HK$105,624,924 (2005:
HK$341,525,529) were denominated in RMB which is not freely
convertible currency in the international market. The exchange rate
of RMB is determined by the Government of the PRC and the
remittance of these funds out of the PRC is subject to exchange
restrictions imposed by the Government of the PRC.

R RiTHERREEFIMBER=EAHK
AR Z R R R ANEERE 2R E TR
FEINEET R N ERIE (ZTTRE:
0L1E) BERR N _TTRFRA=THZ
TR RiTEFERRE 2REEEENFEE
GEE=D

105,624,924 7T (—ZZTZ 1 4 :341,525,5297% 7T)
A RITREERBEEUAARENE MAR
BWIERBEBETSARRRZ &, ARB Y
ERHPZEAREMBARFEEC - AFEAR
HAAEHZEES AXPEARLFNERK
T B e 2 JINE B | BT AR R o
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28. TRADE AND OTHER PAYABLES

At 30 June 2006, the balance of trade and other payables included
trade payables of HK$11,272,000 (2005: HK$10,740,000). The aged
analysis of trade payables at the reporting date is as follows:

=+
28. BEHE S R EMIER
R-BEERFENA=Z1TH BENESREME
R EEERFREFE11,272,0008 T (Z 2R F:
10,740,000 70) 2 BN B SR B E SR

PR E Bz Rk DTN :

2006 2005

—ETRE —TTREF

HK$'000 HK$'000

FHT FHTT

0 - 60 days 0—60H 7,615 5,984
61— 90 days 61—90H 630 622
91 — 180 days 91—180H 268 1,301
> 180 days >180H 2,759 2,833
11,272 10,740

The directors consider that the carrying amounts of trade and other
payables approximate their fair values.

29. WARRANTY PROVISION

EEAR BEESREMERZREERR

RN EEBEC

29. RE B

2006 2005

—EEXRE —EERF

HK$'000 HK$'000

FExT FAT

At beginning of the year F9) 1,716 1,766
Currency realignment PE W A% 55 (8)
Provided during the year FANBEE 2,495 2,870
Utilised during the year ERNEEHH (2,583) (2,912)
At end of the year Fk 1,683 1,716

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.

REREEEEERRBELBREANHER
TEMZEFBME RIEAEK MG T 212
AREHME A EEE TEH 2 REFN G-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

30. BANK BORROWINGS 30. fR1TIEE

2006 2005
—EEXRE —ZETHF
HK$'000 HK$'000
FET FAT
Bank borrowings comprise the following: HFITIEEBFEUTRIE:
Bank loans RITEK 153,329 56,054
Mortgage loan RIER 1,751 2,347
Bank overdrafts RITEX - 519
155,080 58,920
Included in the Group’s balance above were bank borrowings of BIERAREE Fil 48R R IRITEE1,751,000
HK$1,751,000 (2005: HK$2,866,000), which were secured by the BT (ZZEZE R4 :2,866,00087T) D HALER
Group's land and buildings with carrying value of HK$11,888,000 IABRTE{E 11,888,000 L (T RAF:
(2005: HK$10,277,000). 10,277,000/ 70) < L b R IEFEHE -
2006 2005
—EEXRE —ZETHF
HK$'000 HK$'000
FET FAT
Bank borrowings bear interest at prevailing RIRITIHF R B
market rates and are repayable as follows: ZERITEEZ
BRI :
On demand or within one year BRMNH—FNR 154,019 57,202
More than one year, but not exceeding A —FETHBBME
two years 735 672
Maore than two years, but not exceeding HBBMFETBB=F
three years 326 717
Maore than three years, but not exceeding BB =FETHBBIUE
four years - 329
155,080 58,920
Less: Amount due within one year shown B —FREEN 2 5
under current liabilities nBEEseR (154,019) (57,202)
Amount due after one year —FRIH e 1,061 1,718
The above bank borrowings bears variable interest at an average EMIRITEEIRF96.06/E (ZZ T HF:6.81
rate of 6.06% (2005: 6.81%). The directors consider that the carrying B) 2 TRMEFE-ZEERALMEE 2R
amounts of the above borrowings approximate their fair values. HESEEAFEEBS
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31.

32.

OTHER BORROWINGS 3. HitfE &

2006 2005
—EEXRE —EERF
HK$'000 HK$'000
FExT FHET
The other borrowings represent block discounting E i B ARITNER
loans and are payable as follows: HIBFHMT
Within one year —FR 2,650 4,309
Between one to two years —EWMFEA 1,717 2,594
Between two to three years ME=FA 632 1,680
Between three to four years =EZEMFR - 451
Between four to five years MERFR - 168
4,999 9,202
Less: Amount due within one year shown W — FRNAEELSE
under current liabilities mEaEzHAE (2,650) (4,309)
Amount due after one year —FIREEZFIR 2,349 4,893
The above other borrowings bears variable interest at an average M EMEERTRR R R FEFIERT6
rate of 7.16% (2005; 7.37%). The directors consider the carrying E(CEZERF:731E) -BEEREEMEEZ
amounts of other borrowings approximate their fair values. IREEEE A FEEES

OBLIGATIONS UNDER FINANCE 32. MEHERRE
LEASES

Obligations under finance lease as at 30 June 2005 are set out below: );T FRFAA=THZRERERERS
n
Present value
Minimum of minimum
lease payments lease payments
HERE HESE
R RRERE
HK$'000 HK$'000
FHT FHT
Amount payable under finance leases: BERERERAT
ERFRIER 2 288
Within one year —FR 20 16
Less: Finance charges L B 75 E (4) =
Present value of Iease obligations HEAEZRE 16 16
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

32. OBLIGATIONS UNDER FINANCE

33.

L EA S E S (Continued)

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%. Interest rate was fixed at the contract
date. The leases were on a fixed repayment basis and no arrangement

32. RETHE

had been entered into for contingent rental payments.

The obligation under finance leases were fully repaid during the year. BB MHEAEENENTBHES.

CONVERTIBLE BONDS

33. AR IES

E&IE @

AEBDIVRERE WEAEETHRES
ek Mg - BEMREFHH
£ MERTIEERR.75% o
HEEER] - THREE
MBAME S RER LA

ZZ2RHETR
FEBERETL
BREEHMN A

HK$'000
FHT
As at 1 July 2004 R-ZEZEWNF+-A—H 51,480
1.5% convertible bonds issued during the year ~ G217 21 5B A AR EH 62,400
1% convertible bonds issued during the year FRIBITZER IR EH 62,400
Repayment during the year FANEE (10,920)
Converted during the year FRAEE (40,560)
As at 30 June 2005 — as originally stated R-= "ﬁix‘*\ﬁ =+8-R3| 124,800
Effect of adoption of HKAS 32 BB ST ERE2R 2 (1,850)
As restated 2 &5 122,950
Effect on adoption of HKAS 39 MBS ERE R 2B 12,860
As at 1 July 2005 R=ZZEZTRFEA—H 135,810
Currency realignment M X (561)
Change in fair value during the year FANRFEEEZY 50,411
Converted by bondholders of the Company FRERRBEFREA
during the year Wi (39,496)
Repayment during the year FNEE (24,180)
Converted by bondholders of a subsidiary FAMBARTEFFEA
during the year Hig (103,765)
As at 30 June 2006 RZZZRFA=TH 18,219

The convertible bonds are convertible any time before maturity and

thus classified as current liabilities.

BRRBAEE.
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33 CONVERT'BLE BONDS (Continued)

CONVERTIBLE BONDS ISSUED BY THE COMPANY

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 May 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.

The Convertible Bonds are redeemable (i) by the Company at maturity;
and (ii) by the Company or the Bondholder when the closing price of
the Company falls below a certain level as described in the
Subscription Agreement, at 110% of the outstanding principal
amount of the Convertible Bonds.

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.

BEMEEFRAR 91 SETREFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

33. CONVERTIBLE BONDS (continved) 33. AR (E S =)

CONVERTIBLE BONDS ISSUED BY THE COMPANY
(Continued)

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.

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.

On 28 April 2005, the Company entered into a supplemental
agreement with amended terms (the “Supplemental Agreement”)
with the Bondholder, for the issuance and subscription of
US$8,000,000 Additional Tranche 1 Convertible Bonds. The amended
terms included the extension of the maturity date of the Additional
Tranche 1 Convertible Bonds to 22 November 2005 and the
determination of conversion price. 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 the conversion price is not fixed thus the conversion option of
the Convertible Bonds will not result in settlement by the exchange
of a fixed amount for fixed number of equity instrument. The
conversion option is regarded as derivative.

The fair value of the liability component of the convertible bonds at
1 July 2005 was determined based on the present value of the
estimated future cash flows discounted at the expected borrowing
rate of the Company of Hong Kong Inter-bank Offered Rate (“HIBOR")
plus 1.9%.
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33 CONVERT'BLE BONDS (Continued)

CONVERTIBLE BONDS ISSUED BY THE COMPANY
(Continued)

The fair value of the embedded derivatives were calculated using
the Binomial model. The inputs into the model were as follows:

33. AR ES @)
RATRT 2 TRBES (&)

RETETAZ AFEEA-BAEEER
XEtE-ZEAFTREIENT :

1 July 2005

—ZEEHRFLA—A

Stock price fR1E HK$1.2
12787

Exercise price IEE HK$2.3635
2.36357 7T

Expected volatility LY 33%
Expected life TEERFHA 0.4 year
0.44F

Risk-free rate fo [ B 1) 2 3.6%
Expected dividend yield TEAARR B R 3.3%

Under the Subscription Agreement and the Supplemental Agreement,
the Company also granted to the Bondholder the right to subscribe
for 4,949,397 shares in the Company at a subscription price of
HK$2.3635 per share. The outstanding subscription rights expired
on 22 November 2005. In the opinion of the directors of the Company,
the fair value of such right is immaterial and accordingly, no
adjustment has been made to the financial statements.

During the year, US$4,900,000 (2005: US$5,200,000) of the issued
Convertible Bonds were converted into 35,727,987 (2005: 36,268,415)
shares of HK$0.1 each of the Company at a price ranged from
HK$1.0436 to HK$1.1222 (2005: HK$0.9871 to HK$1.4905) per share.
The remaining Convertible Bonds were redeemed at maturity on 22
November 2005. At 30 June 2006, no (2005: US$6,600,000)
Convertible Bonds remained outstanding.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

33 CONVERT'BLE BONDS (Continued)

CONVERTIBLE BONDS ISSUED BY KANTONE

On 1 April 2005, Kantone Holdings Limited (“Kantone”), a 51% (2005:
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 of
Kantone 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 the Subscription Agreement
of Kantone, subject to adjustment (the “Fixed Conversion Price
of Convertible Bonds of Kantone”) or 93% of the average of
any five consecutive closing prices 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.

(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.

(d)  The Convertible Bonds of Kantone may be early redeemed at
any time up to one week prior to 1 April 2008, at the option of
Kantone subject to certain conditions.

Pursuant to the Subscription Agreement of Kantone, Kantone issued
part of the 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 issue additional Convertible Bonds of Kantone
of US$8,000,000 (the “Call Option”) 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 (the “Put Option”)
within a defined period.
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33. CONVERT'BLE BONDS (Continued)

CONVERTIBLE BONDS ISSUED BY KANTONE (Continued)

As the conversion price is not fixed thus the conversion option of
the Convertible Bonds of Kantone will not result in settlement by
the exchange of a fixed amount for fixed number of equity instrument.
The conversion option is regarded as derivative.

The Convertible Bonds of Kantone includes the liability component
and embedded derivative (including the conversion option, the Call
and Put Option and an early redemption option). On application of
HKAS 39 on 1 July 2005, the Group has elected to designate the
entire Convertible Bond of Kantone as financial liability at fair value
through profit or loss.

The fair value of the liability component of the convertible bonds at
30 June 2006 was determined based on the present value of the
estimated future cash flows discounted at the expected borrowing
rate of Kantone of Hong Kong Inter-bank Offered Rate (“HIBOR")
plus 1.9% (1 July 2005: HIBOR + 1.9%).

The fair value of the embedded derivatives were calculated using
the Binomial model. The inputs into the model were as follows:

33. A AR E S @)
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30 June 2006 1 July 2005

—EEXRE —TTREF

AA=+H +A—H

Stock price A& HK$0.44 HK$0.385
0447 7T 0.38578 7T

Exercise price 1TE(E HK$0.3844 HK$0.3844
0.38447& 7T 0.38447% 7T

Expected volatility LY 40% 40%
Expected life TEERFHA 1.75 years 2.76 years
1.75% 2.76%F

Risk-free rate 3 f 1) 2 4.53% 3.2%
Expected dividend yield T8 B AR B Mas 3 5% 5%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

33. CONVERT'BLE BONDS (Continued)

Convertible Bonds issued by Kantone (Continued)
The fair value of the Call and Put options was calculated using the
Binominal model. The inputs into the model were as follows:

33. A AR ES @)
FER T URBES ()
288 T i A B b = S i (B
R B oA T BRI T

Call Option Put Option
30 June 1 July 30 June T July
2006 2005 2006 2005
ZETXRE —TERF “ETXRE “ZTRF
RA=TH +A—H RA=TH +A—H
Underlying asset price IEEEERER HKS$80,200,000  HK$68,500,000 ~ HKS$71,760,000  HK$63,500,000
80,200,000 68,500,000  71,760,0007%  63,500,000%
Exercise price 11168 HKS$62,240,000  HK$62,240,000 ~ HKS$62,240,000  HK$62,240,000
62,240,0005% 62,240,000 ~ 62,240,0007%  62,240,000%T
Expected volatility LN 1% 7.57% 1% 7.57%
Maturity & A 1.75 years 2.76 years 1.75 years 2.76 years
1.75% 2.76% 1.755 276%F
Risk free rate ERBRFE 4.53% 3.2% 4.53% 3.2%
Expected dividend yield AR B s R 1% 5% 1% 5%

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.

ERERRBHR . B0 BRTERTE
BIRZFRA AR ARRE
PRI 230,437,073 B @I -

{BFN%0.384478 T

As the additional subscription right granted to the Bondholder of
Kantone will result in settlement by the exchange of a fixed amount
for fixed number of equity instrument, the fair value of the

R TEREFHEAZBINRBEREER
RETE SR MEEHE BRATAE 2 Utk
ERLREREZ A HEEINRBREEER

subscription right granted is recognised as an equity component in
the subscription right reserve. Such redesignation was retrospectively
applied.

The fair value of the additional subscription option at date of grant
was calculated using the Binominal model. The inputs into the model
was as follows:

RS - ZEFRIKE BB

B REHENRL ARz AFEEAZIAR
R EEAFE - ZEAMREENT:

Stock price A&
Exercise price 1TE(E
Expected volatility LN
Expected life TEERFHA
Risk-free rate AR =

Expected dividend yield TEAARR B

HK$0.33
0.33%& 7T
HK$0.3844
0.3844/% 7T
40%
3years
3

3.57%

5%
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34. DEFERRED TAXATION 34. IEFERLIE
The following is the deferred taxation liability recognised and ERRCECHRBABEREZSHETET:
movement thereon:
Accelerated for Depreciation
hnEFTE
2006 2005
S —TTHg
HK$'000 HK$'000
FExT FAT
Balance at beginning of the year FEER 193 193
Currency realignment b 5 38 B 1" 18
Movement for the year (Note 12) NEFEE (H:E12) 2 (18)
Balance at end of the year FiEiEH 206 193

At the balance sheet date, the Group has unused tax losses of
approximately HK$228,943,000 (2005: HK$170,625,000) available for
offset against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit streams. These
tax losses may be carried forward indefinitely.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %35 8 % 35 & M &

FOR THE YEAR 30 JUNE 2006 BBZ — 22X FX A=+ HILFE

35. SHARE CAPITAL

35. IR

Number
of shares Amount
RHEE kX
‘000 HK$'000
Fi& FAT
Authorised share capital of HK$0.1 each: BREENAET ZEERA:
Balance at 1 July 2004, 30 June 2005 and RZZZEWFLA—H-
30 June 2006 ZEERFSAZTHEE
TETERFARNA=TRAZER 30,000,000 3,000,000
Issued and fully paid share capital of BREEBEIETZEETR
HK$0.1 each: R IR :
Balance at 1 July 2004 RZZEZNF+ A —HZ&EH 1,183,599 118,360
Issue of shares upon conversion of Hpr &S mEITRG
Convertible Bonds 36,268 3,627
Issue of shares upon exercise of 2005 Warrants 771 — == R FRIHEE M 17D 6 1
Issue of shares upon exercise of 2006 Warrants ~ 17{# —ZTZ/NFR HxTEEﬁHﬁ?’EﬁHxﬁ 4 -
Issue of shares as 2004 final scrip dividend BIIROIER-SZHFERAURKRE 13,429 1,343
Issue of shares as 2005 interim scrip dividend BOIRMERZZETRFEHRHURKE 9,081 908
Balance at 30 June 2005 and 1 July 2005 RZZZRESA=THR
—ETRFEA AR 1,242,387 124,239
Issue of shares upon conversion of HARATRRES TR G
Convertible Bonds 35,728 3,572
Issue of shares upon exercise of 2006 Warrants 71 = ZZ /X FRIGERE 21 TAD 47 5
Issue of shares upon exercise of 2007 Warrants 71 = ZZ - F M2 E M 17D 3,395 340
Issue of shares as 2005 final scrip dividend BIIRMDER-ZEZRFRPUABRKE 19,349 1,935
Issue of shares as 2006 interim scrip dividend BIIRMDERZZEZRNEFEPHURRKE 13,295 1,329
1,314,201 131,420

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

Company took place:

(a)  During the year, US$4,900,000 of the issued Convertible Bonds (a)
were converted into 35,727,987 shares of HK$0.1 each of the
Company at a price ranged from HK$1.0436 to HK$1.1222 per

share;

(b)  During the year, 47,212 shares and 3,394,664 shares of HK$0.1 (b)
each were issued at HK$1.38 and HK$1.15 per share
respectively as a result of the exercise of the 2006 Warrants
and 2007 Warrants (as defined under the section headed
“Warrants” below) of the Company by the warrant holders;
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35 SHARE CAP'TAL (Continued)

(c) InJanuary 2006, 19,348,509 shares of HK$0.1 each were issued
at a price of HK$1.1 per share upon election by shareholders
to receive shares in the Company in lieu of the 2005 final
dividend pursuant to the scrip dividend scheme as detailed in
a circular dated 19 December 2005; and

(d) InJune 2006, 13,295,336 shares of HK$0.1 each were issued
at a price of HK$1.22 per share upon election by shareholders
to receive shares in the Company in lieu of the 2006 interim
dividend pursuant to the scrip dividend scheme as detailed in
a circular dated 24 April 2006.

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 Credit Suisse (Hong Kong) Limited
(formerly known as Credit Suisse First Boston (Hong Kong) Limited)
(“CS") 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.

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 CS 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 expired on 16
February 2006.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

35.

36.

S HARE CAP ITAL (Continued)

WARRANTS (Continued)

On 27 October 2005, the Company proposed a bonus issue of new
warrants (2007 warrants”) to subscribe for shares equal to 20% of
the issued number of shares of HK$0.1 each on 17 February 2006,
less 4,949,397 shares if the outstanding subscription right granted
to CS to subscribe for a total of 4,949,397 shares at HK$2.3635 per
share had not been exercised by 17 February 2006, to the
shareholders of the Company whose names appeared on the register
of members on 25 November 2005. Pursuant to an ordinary resolution
passed on 27 February 2006, 259,502,209 units of 2007 warrants
were issued to the shareholders of the Company at an initial
subscription price of HK$1.15 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 26 February 2007.

During the year, 2006 Warrants and 2007 Warrants carrying
subscription rights of HK$65,153 and HK$3,903,864 respectively were
issued.

SHARE OPTION SCHEMES

The Company, Kantone, a 51% 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.

35.

36.
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36. SHARE OPTION SCHEMES (continved)

1)

THE COMPANY

On 29 November 2002, the Company adopted a share option
scheme (the “Champion Option Scheme”) which, with a
remaining life of about 6 years, will expire on 28 November
2012. 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; or (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 has been granted by the Company
since its adoption.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

36. SHARE OPTION SCHEMES (continved)

(m

(m

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; or
(iii) the average closing price per share as stated in the Stock
Exchange’s daily quotation sheet for the five business days
immediately preceding the date of grant. No share option under
the Kantone Option Scheme was granted by Kantone since its
adoption.
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36. SHARE OPTION SCHEMES (continved)

(1) 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 per share as stated in the Stock Exchange's
daily quotation sheet on the date of grant, which must be a
business day; or (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
has been granted by DIGITALHONGKONG.COM since its
adoption.

37. ACQUISITION OF A SUBSIDIARY

On 4 October 2005, the Group acquired 60% of the issued share
capital of Aspire Management Limited and its subsidiaries (the “AML
Group”) for cash consideration of HK$52 million and HK$18 million
for subscription of new shares in AML. AML Group is principally
engaged in the provision of e-lottery services. This transaction has
been accounted for using the purchase method of accounting.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

37. ACQUISITION OF A SUBSIDIARY S

(Continued)

The book value and fair value of net assets of subsidiaries acquired
and the goodwill during the year are as follows:

UK BE MY D B )

WEHEARFEERNAN  AEZREER
NFEE FHIT

Fair value
Book value adjustment Fair value
BREE AT EERE AFEE
HK$'000 HK$'000 HK$'000
FHT FHET FHET
Net assets acquired: Wi B EIFE
Property, plant and equipment M- B KR 1,627 - 1,627
Development cost for systems and ES ) & E A DN
networks 4,775 - 4,775
License rights FraTie - 11,800 11,800
Inventories FE 203 - 203
Trade and other receivables FEUWE 5 & ELABBR R 1,459 - 1,459
Bank and cash balances RITRIR SR 33,520 - 33,520
Trade and other payables JENE 5 R EAMER (2,898) - (2,898)
Taxation payable FERTFRIR (16) - (16)
38,670 11,800 50,470
Minority interests LH R (17,265)
Goodwill EES 36,795
Total consideration, satisfied by cash BRE RSN 70,000
Net cash outflow arising on acquisition ~ EURIBE4 2R & FRER L
Cash consideration paid BfIRERE (70,000)
Cash and cash equivalents acquired WIBIR & RN L 33,520
(36,480)

The goodwill arising on the acquisition of the AML Group is
attributable to the anticipated profitability of the growing e-lottery
business in the People’s Republic of China and the anticipated future
operating synergies from the combination.

AML Group contributed HK$3.2 million to the Group's revenue and
HK$2.9 million losses to the Group's results for the period between
the date of acquisition and the balance sheet date.

The fair value of the intangible assets acquired was determined
based on the discounted cash flow forecast on the projection of profit
streams from the license rights held by AML Group at the date of
acquisition.

U BEAML GroupPTEE &£ 2 BB TR B R EE AR
MBS R 2 ETFECER 2BEER &
AHETEEZ BT E B aE-

Uk B EAZ 455 B BIfE AML Group BASE
F4E 553,200,000 7T 2 W a5 K2 2,900,0007% 7T
2 E518.

BB EE 2 A FEETDRERRERE
TERIAIZAMLEE B UL EE B AT RS AT 5 2 2 7
HRIEAEE °
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37.

38.

ACQUISITION OF A SUBSIDIARY
(Continued)

If the acquisition had been completed on 1 July 2005, total group
revenue for the year would have been HK$2,998 million, and profit
for the year would have been HK$704 million. The proforma
information is for illustrative purposes only and is not necessarily
an indication of revenue and results of operations of the Group that
actually would have been achieved had the acquisition been
completed on 1 July 2005, nor is intended to be a projection of future
results.

37. Y BB B 2 R )

WUBER_ZTZAFtA—HERK FRE
B 4B U A 15 752,998,000,00078 7T FF R F & A
704,000,000/ 70 o B RHE (R A A A - W
—ERMWEESER_STAF A —AE
TER ANEEER D HE ek 2@ ¥ A TE
B R 2 4

Pl
CAPITAL COMMITMENTS 38. EANEIE
2006 2005
—BeAE —EEnE
HK$'000 HK$'000
F#ExT FAT
Capital expenditure in respect of property, plant BRIV E R HHE R L5
and equipment and development costs for RAEFRERAZ
systems and networks: BAR
Contracted for but not provided in the BRI ERET BRE T
financial statements B 32 69
Authorised but not contracted for EREERETN 488,750 388,000
488,782 388,069
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

39. OPERATING LEASE ARRANGEMENTS

THE GROUP AS LEASEE

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

39.

LK T A= oo
KREHEZH
AEEEREEA
WEER AEBEZIRERER R RS R
REZ PR HEEHE B REN 2 HERE
NREEZ BB R T :

follows:
2006 2005
—ETAF “TTEF

Land and Machinery Land and Machinery
buildings and equipment buildings  and equipment
T REF HERRE T RIEF W RRE
HK$'000 HK$'000 HK$'000 HK$'000
FHT THT FHT FHT

Operating leases which expire: REHERER:
Within one year —FR 3135 2511 2,295 274
In the second to fourth years E_EENEF 5,239 3,559 2,416 1,238
8,374 6,076 4,111 1,512

Leases are negotiated for an average term of one to four years and
rentals are fixed for an average term of one to four years.

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:

KRR 2 PHHREFHAS—ENE MlEE
TR —Z=MF 2 FHFHERT

AEEEAEBEA

REE B ARRZEFMBERYEZ T =T
LR ERREN ZHERKNZE 2D
BT

2006 2005

—EEAE —EEnE

HK$'000 HK$'000

FET FHT

Within one year —FR 10,874 11,236
In the second to fifth year inclusive F_EZERF (FEMEREFEN) 20,756 18,855
After five years REF% 1,803 2,017
33,433 32,108
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40. RELATED PARTY TRANSACTIONS

41.

The key management personnel are the directors of the Company.
The details of remuneration paid to them are set out in note 11.

PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries at 30 June 2006 are

as follows:

41.

Nominal value

0. BBALRS

ITREBABRARARES - DNREFHMZ

SRR -

TENB LA

RZZEERFRA=TH RARSEENS

REZFHIBWT:

Proportion of
nominal value

Place of ofissued  of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
HEMRL, BRTRE RAFEhLZ
NRAER gk HE SMERx ERTRAEELA TEEK
100BESTSHOP.COM Hong Kong Ordinary — HK$2 100% Provision of e-shopping
Limited Bk L@k —287T and internet-based
activities
REETHEY R ERHE
k%
Aspire Management British Virgin Islands Ordinary — 31% Investment holding
Limited HBAERRHS US$1,500,000 REER
LA -
1,500,0003 7T
Bingo Profits Limited British Virgin Islands Ordinary — US$1 51% Investment holding
RE#RARHS LAk —1%7T REER
Champion (Cook Cook Islands Ordinary — HK$1 100% Investment holding
Islands) Limited * EREHS L@ — 1T REER
Champion Consortium British Virgin Islands/ Ordinary — US$1 100% Strategic investment
Limited PRC LR — 1T RIKERE
KBERAES T
Champion Fax Machine British Virgin Islands/ Ordinary — US$1 100% Investment holding
Investments Limited PRC LR —1ET REER
REHBRES/F
Champion International British Virgin Islands/ Ordinary — 100% Strategic investments and
Investments Limited PRC US$50,000 investment in
EBHBARHE P LMk — telecommunications
50,000 7T networks and

TR EEARAT 107 —BEAEER

e-commerce projects
KRUERBERBRESEEE
REFHEER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

41. PRINCIPAL SUBSIDIARIES (continved) 4. TEZMBAE @

Nominal value

Proportion of
nominal value

Place of of issued  of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
AR BRITRA RAFEEZ
ARER gk e/ SMErx ERTRAEELA TEER
Champion Luck Hong Kong Ordinary — HK$2 100% Property investment
International Limited B LR — 28T MERE
SBEBRARAR
Champion Million Hong Kong Ordinary — HK$2 100% Property investment
Industries Limited B8 L@k —287T MERE
HBREXARAT
Champion Pacific Hong Kong Ordinary — HK$2 100% Property investment
Investment Limited B LR — 28T MERE
BT ERRAR
Champion Technology Hong Kong Ordinary — HK$1,000 100% Sales of general systems
Limited BE Deferred — HK$1,000,000 products and provision
BERHARAR LRI —1,0008 7T of services and software
EIER% —1,000,00075 7T licensing
THE—MRRSE m KR
PRis R AT
Champnet Limited Hong Kong Ordinary — HK$2 100% Internet business
BEREARAR B LRR— 28T GRS
Chief Champion Limited Hong Kong Ordinary — HK$1,000 100% Property investment
FT2ERAT BE Deferred — HK$10,000 MERE
LAk — 1,000 7T
EIERR — 10,000 T
Chinese Paging Company Hong Kong Ordinary — HK$1,000 100% Paging operations
Limited B Deferred — HK$2,000,000 BT 575
X ETFERAR Tz —1,00087T
JEFERR —2,000,000% 7T
Chinese Science & Hong Kong Ordinary — HK$2 100% Internet business
Technology Limited B LR — 28T GRS
R AR
Cyber Solutions Inc. Samoa Ordinary — US$1 100% Internet business
BEGHS LR — 1T GERETS
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41. PRINCIPAL SUBSIDIARIES (continved)

Nominal value

Proportion of
nominal value

N EFERBAR @

Place of of issued  of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
AL BRITRA KAFELZ
NAER gk HE SMErx ERTRAEELA TEER
DIGITALHONGKONG. British Virgin Islands Ordinary — US$1 78% Provision of an
COM INC. RBHERRES LR 1T e-commerce platform
for payment process for
global business
REFATREETEE
NFEFFEE
DIGITALHONGKONG.COM *  Cayman Islands Ordinary — 78% Investment holding
BEEE HEHS HK$15,000,000 REER
TR —
15,000,000 7T
DIGITAL COMMERCE Hong Kong Ordinary — HK$2 78% Provision of an
LIMITED B LR — 28T e-commerce platform
and evaluation of
g-commerce
opportunities
RUBSFHET A R
BETHERH
Digital Hong Kong Limited Hong Kong Ordinary — HK$2 78% Provision of an
BB BERERAT 5 LR — 28T e-commerce platform
for payment process
for retail customers and
e-mall based in
Hong Kong
REERPRUNEER
Eith 2 EF RS RME
EFHENREFTA
Eagle Landmark Limited British Virgin Ordinary — US$1 100% Provision of treasury
Islands LRR—1ET services
REERRES TR B BURTS
ESP International Hong Kong Ordinary — HK$2 100% Advertising and
Group Limited B LR — 28T recruitment agency
ESPRIFREEEEEBRAA B RIBEAE AT
Happy Commercial Macau Ordinary — 100% Provision of
Company Limited JRFT MOQP25,000 documentation services
EXERAH TRk — and arrangement and
25,0009 business consultant

BEREEBARAT 109 —PTAFER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

41. PRINCIPAL SUBSIDIARIES (continved) 4. TEZMBAE @

Nominal value

Proportion of
nominal value

Place of ofissued  of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
AR BRITRE RRRELZ
ARER gk e/ SMErx ERTRAEELA TEEK
Happy Union Development Hong Kong Ordinary — HK$2 100% Property investment
Limited Bk L@k —287T MERE
EMERBRARF
Harilela Kantone Hong Kong Ordinary — 55% Investment in
Telecommunications B8 HK$10,000 telecommunications
Limited il e networks
10,000 7T REEEHE
High Win Limited British Virgin Ordinary — US$1 100% Investment holding and
Islands L@k — 1T strategic investment
RE#RARHS BEZERRERIERE
Hong Kong IT Hong Kong Ordinary — HK$2 100% Information technology
Alliance Limited B LR — 28T development
BREMEIR R BREMBR
BRALATE
Hydro-Cable Limited British Virgin Ordinary — US$1 100% Investment holding
Islands LER—1ET REER
REERRES
Internet Vehicles Limited Hong Kong Ordinary — HK$2 100% Provision of internet
R ERRAR o LRk —287T related services
ROt G B AR AR TS
Kannet Limited Hong Kong Ordinary — HK$2 100% Internet operations
BRPERERRAT B LRR— 28T GRS
Kantel Limited Hong Kong Ordinary — HK$2 100% Investment in
ARENEFERAF B L@k —287T telecommunications
networks
REBEHE
Kantone Holdings Cayman Islands Ordinary — 51% Investment holding
Limited * HEHS HK$239,312,390 REER
BREEBRAF TR —
239,312,390 7T
Kantone Paging Hong Kong Ordinary — HK$1,000 100% Trading of pagers and
Company Limited BB Deferred — HK$2,000,000 provision of paging
BERPXETERLT L% — 1,000 7T services

R FERR — 2,000,000/ 7T
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41. PRINCIPAL SUBSIDIARIES (continved)

Nominal value

Proportion of
nominal value

N EFERBAR @

Place of of issued  of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
oA BRITRA RATEEZ
NAER gk HE/ZMER SRTRAEERLSH TEER
Kantone (UK) Limited United Kingdom Ordinary — £5,500,000 51% Investment holding
EEY B A% —5,500,0005 8% REZR
Keen Pacific Limited Samoa Ordinary — US$1 51% Provision of
EEDRS TR — 1T treasury service
B BURTS
Kontone International Hong Kong Ordinary — HK$2 100% Investment holding
Limited 5 LRR— 28T REER
BB ARAR
KTT (Cook Islands) Limited *  Cook Islands Ordinary — HK$10,000 100% Investment holding
ER#HS ARk — 10,000 T REER
Lucky Success Development ~ Hong Kong Ordinary — HK$2 100% Property investment
Limited 5 LRR— 28T MERE
EREREBRAF
Lucky Tone Investments Hong Kong Ordinary — HK$2 100% Property investment
Limited 5 LRR— 28T MERE
FEREARAT]
M.C. Holdings Limited Cayman Islands Ordinary — £5,500,002 51% Investment holding

HERS AR — 5,500,002 8 REEZR

Marcotte Limited Samoa Ordinary — US$1 100% Investment holding

EEDHE LER—1ET REER

Multitone Electronics PLC United Kingdom Ordinary — £3,830,107 51% Investment holding,

5 @A — 3,830,107 5 8% design and manufacture
of telecommunications
system and equipment

RERR Rt REEER
R R
Multitone Electronics Malaysia Ordinary — MR285,000 51% Manufacture of
Sdn. Bhd. BRAEDR il e telecommunications
285,00055 2R A =T equipment
HEEEESEM
Multiton Elektronik GmbH Germany Ordinary — 51% Distribution of
= DM2,000,000 telecommunications
LA —2,000,0005 5% equipment
Vak =N ===}

FEHEREARAT 111 —2RAEEH



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

41. PRINCIPAL SUBSIDIARIES (continved) 4. TEZMBAE @

Nominal value

Proportion of
nominal value

Place of of issued  of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
MBI, BRITRA RAFEEZ
NAER -3k BE/ZMER SRTRAEERLH TEER
Multitone Rentals Limited United Kingdom Ordinary — £100 51% Leasing of system products
RE LR — 100588 HEZRGER
New Telecomm Company Hong Kong Ordinary — 100% Trading in
Limited B8 HK$6,000,000 telecommunications
HREAERAA TR — equipment and provision
6,000,000/ 7T of related services
BEES RN RIZHIER
PR %
Peak Vantage Limited British Virgin Ordinary US$1 51% Provision of treasury
Islands/Macau LR — 1T services
RBERRHS/ R EARTS
R
QQKK.COM Limited Hong Kong Ordinary — HK$2 100% Provision of e-commerce,
B8 L@k —287T m-commerce and
internet based activities
RUSTHE RBEER
B RARIR
Shenzhen Hengyu Science PRC RMB15,000,000 31% Investment holding
& Technology Company H AR #15,000,0007T REER
Limited*
Silverstrand Investments Samoa Ordinary — US$1 51% Investment holding
Limited EEDHE L@k —1%7T REER
Smart Delta Inc. Samoa Ordinary — US$1 51% Provision of treasury
EEDRS LRR—1ET services
B BURTS
Smart (Macao Commercial Macau Ordinary — 51% Provision of services,
Offshore) Limited R MOP100,000 software licensing and
=5 CRPIBEF R E RS TR — trading of
BRAE 100,000/ 9% telecommunications
equipment
RULARTS R RTER
BEESEHEM
Top Gallop International British Virgin Islands Ordinary — US$1 100% Investment holding

Limited

REHARKES

AR — 1T
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41. PRINCIPAL SUBSIDIARIES (continved)

Nominal value

Proportion of
nominal value

N EFERBAR @

Place of of issued  of issued share
incorporation/ share capital/ capital held
Name of company operations registered capital by the Company Principal activities
oA BRITRA RATEEZ
NAER gk HE/ZMER SRTRAEERLSH TEER
Very Happy International Hong Kong Ordinary — HK$2 100% Property investment
Limited B LR — 28T MERE
REBFARAR
Victory (Macao Commercial ~ Macau Ordinary — 100% Provision of services,
Offshore) Limited MOP100,000 software licensing and
R ORPIBEFEERS) trading in
BRAT] telecommunications
products
RULARTS B RrRTHE R
EEEEEM
Wollaston Limited Samoa Ordinary — US$1 51% Investment holding
EEDHE L@k —1ET REER
¥28.COM Inc. British Virgin Islands Ordinary — US$1 100% Provision of e-commerce,
REERRES LRR—1ET m-commerce and
internet based activities
RUSTHE RBEER
B RARIRE
Y28.COM Limited Hong Kong Ordinary — HK$2 100% Provision of e-commerce
B EER AT BH LR — 28T m-commerce and
internet based activities
RUBFHE RBEER
G R IRTE
Y28 Innovations * Cayman Islands Ordinary — HK$0.1 100% Provision of e-commerce,
HEHS TiEk—018T m-commerce, and
internet based activities
RUSTHE RBEER
BB RARIR
Zonal Care Incorporated British Virgin Islands/ Ordinary — US$2 51% Strategic investments and
Macau LR — 27T investments in
KEBgBERARS/ e-commerce projects
R RRERERKREE T
PMEIER
* Directly held by the Company * HA R A EERFE

’ Wholly owned foreign enterprise for a term of 20 years commencing 17 #

October 2003.

RERl — FE=F+ A+ AR BREI0FE 25 EE

Bz
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R & B % 3% &5 B &%
FOR THE YEAR 30 JUNE 2006 BZ—FZAFAAZ+HLFE

41. PRINCIPAL SUBSIDIARIES (continved)

42.

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

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

Save as disclosed, none of the subsidiaries had any debt securities
subsisting at 30 June 2006 or at any time during the year.

POST BALANCE SHEET EVENTS

The following events occurred subsequent to the balance sheet date:

(a)  On 23 August 2006, Kantone, the 51% held subsidiary of the
Company, issued the additional tranche of the Convertible
Bonds of Kantone in the aggregate principal amount of
US$8,000,000 (equivalent to approximately HK$62,400,000).

(b)  On 23 October 2006, the directors of the Company propose a
bonus issue of new warrants to subscribe for shares of the
Company (“New Warrants”) equal to 20% of the number of
shares of HK$0.10 each (“Shares”) of the Company in issue on
27 February 2007 to the shareholders of the Company whose
names appear on the register of members on 22 November
2006 in proportion as nearly as may be to their then
shareholdings in the Company (subject to conditions set out
below) (the “Bonus Issue”).

As at the date of this report, the Company has 256,085,581
unit of outstanding warrants which subscription period will
expire on 26 February 2007.

The New Warrants will be issued in registered form in units of
HK$1.38 of subscription rights entitling their holders to
subscribe for shares of the Company at a price of HK$1.38 per
Share (subject to adjustments) during a period of one year from
the date of issue thereof (which is expected to be 8 March
2007, after the expiry of the existing warrants of the Company
on 26 February 2007).

41.

42.
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42.POST BALANCE SHEET EVENTS

43.

(Continued)

The Bonus Issue is conditional upon the approval of shareholders at

4. EEHEEE @

ANBEITRERRN A R R BEREF Ak

the annual general meeting of the Company and the Listing RBEBMERZMBRAR EMESSRER

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.

BALANCE SHEET INFORMATION OF

THE COMPANY

R RE N R RRERE IR TR A TR 7R
TETZBROLETREE KR

BARAREEEBRER

2006 2005
S —TTns
HK$'000 HK$'000
FET FHET
Non-current assets EMEBEE
Investments in subsidiaries WEBARZILE 282,447 235,158
Available-for-sale investments AN ERE 361,960 =
Investments BE - 361,960
Interest in an associate N ey - 284,000
Deposits e 132,600 132,600
771,007 1,013,718
Current assets MENEE
Other receivables FEUCE M BR IR 754 516
Amounts due from subsidiaries JEUR B B A B FRIE 1,844,984 1,920,822
Taxation recoverable AR [E175 18 222 222
Deposits, bank balances and cash B RITRERRS 262 10,346
1,846,222 1,931,906
Current liabilities mEBE
Other payables FEAT B Ath AR X 4,337 3,614
Amounts due to subsidiaries FERTB B A FFRIE - 44
Convertible bonds — amount due AR ES — R —F R
within one year - 62,400
4,337 66,058
Net current assets MENEEFE 1,841,885 1,865,848
Net assets BEFE 2,618,892 2,879,566
Capital and reserves A K (s
Share capital [N 131,420 124,239
Reserves s 2,487,472 2,755,327
2,618,892 2,879,566
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