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1. GENERAL

The Company is an exempted company incorporated under

the Companies Act 1981 of Bermuda (as amended) and its

shares are listed on the Main Board of the Stock Exchange.

Its ultimate holding company is J&A, which is incorporated

in the British Virgin Islands. The address of the registered

office and principal place of business of the Company are

disclosed on pages 2 to 3 of the Annual Report.

The Company is an investment holding company. The

principal activities of the Group are the provision of financial

services, including stockbroking, futures and options

broking, mutual funds and insurance-linked investment plans

and products broking, securities margin financing services

and corporate finance advisory services.

The consolidated financial statements are presented in Hong

Kong dollars, which is the same as the functional currency

of the Company.

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has applied, for the first time,

a  number  o f  new s tandards,  amendmen ts  and

interpretations (“new HKFRSs”) issued by the Hong Kong

Institute of Certified Public Accountants (“HKICPA”), which

are either effective for accounting periods beginning on or

after 1 December 2005 or 1 January 2006. The adoption of

the new HKFRSs has no material impact on the results and

financial position of the Group for both years.

The Group has not early applied the following new

standards, amendment or interpretations that have been

issued but are not yet effective. The Directors of the

Company anticipate that the application of these standards,

amendment or interpretations will have no material impact

on the results and the financial position of the Group.

HKAS 1 (Amendment) Capital disclosures1

HKFRS 7 Financial instruments:
Disclosures1

1.

1981

J&A
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

HKFRS 8 Operating segments2

HK(IFRIC) — INT 7 Applying the restatement
approach under HKAS 29
Financial Reporting in
Hyperinflationary Economies3

HK(IFRIC) — INT 8 Scope of HKFRS 24

HK(IFRIC) — INT 9 Reassessment of
embedded derivatives5

HK(IFRIC) — INT 10 Interim financial reporting
and impairment6

HK(IFRIC) — INT 11 HKFRS 2: Group and
treasury share transactions7

HK(IFRIC) — INT 12 Service concession
arrangements8

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

2 Effective for annual periods beginning on or after 1 January 2009.

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

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

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

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

7 Effective for annual periods beginning on or after 1 March 2007.

8 Effective for annual periods beginning on or after 1 January 2008.

3. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared

under the historical cost basis as explained in the accounting

policies set out below.

The consolidated financial statements have been prepared

in accordance with Hong Kong Financial Repor ting

Standards issued by the HKICPA. In addit ion, the

consolidated financial statements include applicable

disclosures required by the Listing Rules and by the Hong

Kong Companies Ordinance.

2.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of consolidation

The consolidated financial statements incorporate the

financial statements of the Company and entities controlled

by the Company. Control is achieved where the Company

has the power to govern the financial and operating policies

of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during

the year are included in the consolidated income statement

from the effective date of acquisition or up to the effective

date of disposal, as appropriate.

Where necessary, adjustments are made to the financial

statements of subsidiaries to bring their accounting policies

into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses

are eliminated on consolidation.

Minority interests in the net assets of consolidated

subsidiaries are presented separately from the Group’s

equity therein. Minority interests in the net assets consist of

the amount of those interests at the date of the original

business combination and the minority’s share of changes

in equity since the date of the combination. Losses

applicable to the minority in excess of the minority’s interest

in the subsidiary’s equity are allocated against the interests

of the Group except to the extent that the minority has a

binding obligation and is able to make an additional

investment to cover the losses.

Business combinations

The acquisition of subsidiaries is accounted for using the

purchase method. The cost of the acquisition is measured

at the aggregate of the fair values, at the date of exchange,

of assets given, liabilities incurred or assumed, and equity

instruments issued by the Group in exchange for control of

the acquiree, plus any costs directly attributable to the

business combination. The acquiree’s identifiable assets,

liabilities and contingent liabilities that meet the conditions

for recognition under HKFRS 3 Business Combinations are

recognised at their fair values at the acquisition date.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combinations (Continued)

Goodwill arising on acquisition is recognised as an asset

and initially measured at cost, being the excess of the cost

of the business combination over the Group’s interest in the

net fair value of the identifiable assets, liabilities and

contingent liabilities recognised. If, after reassessment, the

Group’s interest in the net fair value of the acquiree’s

identifiable assets, liabilities and contingent liabilities

exceeds the cost of the business combination, the excess

is recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is

initially measured at the minority’s proportion of the net fair

value of the assets, liabilities and contingent liabilities

recognised.

Investments in associates

An associate is an entity over which the investor has

significant influence and that is neither a subsidiary nor an

interest in a joint venture.

The results and assets and liabilities of associates are

incorporated in these consolidated financial statements

using the equity method of accounting. Under the equity

method, investments in associates are carried in the

consolidated balance sheet at cost as adjusted for post-

acquisition changes in the Group’s share of the profit or

loss and of changes in equity of the associate, less any

identified impairment loss. When the Group’s share of losses

of an associate equals or exceeds its interest in that

associate (which includes any long-term interests that, in

substance, form part of the Group’s net investment in the

associate), the Group discontinues recognising its share of

further losses. An additional share of losses is provided for

and a liability is recognised only to the extent that the Group

has incurred legal or constructive obligations or made

payments on behalf of that associate.

Where 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.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Jointly controlled entities

Joint venture arrangements that involve the establishment

of a separate entity in which venturers have joint control

over the economic activity of the entity are referred to as

jointly controlled entities.

The results and assets and liabilities of jointly controlled

entities are incorporated in the consolidated financial

statements using the equity method of accounting. Under

the equity method, investments in jointly controlled entities

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 jointly

controlled entities, less any identified impairment loss. When

the Group’s share of losses of a jointly controlled entity

equals or exceeds its interest in that jointly controlled entity

(which includes any long-term interests that, in substance,

form part of the Group’s net investment in the jointly

controlled entity), 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 jointly controlled entity.

When a group entity transacts with a jointly controlled entity

of the Group, unrealised profits of losses are eliminated to

the extent of the Group’s interest in the jointly controlled

entity, except to the extent that unrealised losses provide

evidence of an impairment of the asset transferred, in which

case, the full amount of losses is recognised.

Revenue recognition

Revenue is measured at the fair value of the consideration

received or receivable and represents amounts receivable

for services provided in the normal course of business, net

of discount.

Commission and brokerage income are recognised when

the services are rendered.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (Continued)

Interest income is accrued on a time basis, by reference to

the principal outstanding and at the effective interest rate

applicable, which is the rate that exactly discounts the

estimated future cash receipts through the expected life of

the financial assets to that asset’s net carrying amount.

Advisory fee income is recognised when the service is

provided.

Fixed assets

Fixed assets are stated at cost less subsequent accumulated

depreciation and accumulated impairment losses, if any.

Depreciation is provided to write off the cost of fixed assets

over their estimated useful lives and after taking into account

their estimated residual value, using the straight-line method,

at the following rates per annum:

Leasehold improvements 20% — 331/3%

Computer equipment 20% — 50%

Furniture and fixtures 20% — 40%

Motor vehicles 20% — 30%

An item of fixed asset is derecognised upon disposal or when

no future economic benefits are expected to arise from the

continued use of the asset. Any gain or loss arising on

derecognition of the asset (calculated as the difference

between the net disposal proceeds and the carrying amount

of the item) is included in the consolidated income statement

in the year in which the item is derecognised.

Intangible assets

Intangible assets acquired separately and with finite useful

lives are carried at costs less accumulated amortisation and

any accumulated impairment losses. Amortisation for

intangible assets with finite useful lives is provided on a

straight-line basis over their estimated useful lives.

Gains or losses arising from derecognition of an intangible

asset are measured at the difference between the net

disposal proceeds and the carrying amount of the asset and

are recognised in the consolidated income statement when

the asset is derecognised.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments

Financial assets and financial liabilities are recognised on

the balance sheet when a group entity becomes a party to

the contractual provisions of the instrument. Financial assets

and financial liabilities are initially measured at fair value.

Transaction costs that are directly attributable to the

acquisition or issue of financial assets and financial liabilities

are added to or deducted from the fair value of the financial

assets or financial liabilities, as appropriate, on initial

recognition.

Financial assets

The Group’s financial assets are mainly classified as loans

and receivables. The accounting policy adopted in respect

of loans and receivables 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 bank

balances, deposits, accounts receivable, loans receivable,

other receivables, loans to a jointly controlled entity and

amount due from a jointly controlled entity 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.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 accounts payable and other

payables are subsequently measured at amortised cost,

using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at

the proceeds received, net of direct issue costs.

Impairment

At each balance sheet date, the Group reviews the carrying

amounts of its tangible and intangible assets to determine

whether there is any indication that those assets have

suffered an impairment loss. If the recoverable amount of

an asset is estimated to be less than its carrying amount,

the carrying amount of the asset is reduced to its recoverable

amount. 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, such that the increased

carrying amount does not exceed the carrying amount that

would have been determined had no impairment loss been

recognised for the asset in prior years. A reversal of an

impairment loss is recognised as income immediately.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation

Income tax expense represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on taxable profit for the

year. Taxable profit differs from profit as reported in the

consolidated income statement because it excludes items

of income or expense that are taxable or deductible in other

years, and it further excludes items of income or expense

that are never taxable and deductible. The Group’s liability

for current tax is calculated using the tax rates that have

been enacted or substantively enacted by the balance sheet

date.

Deferred tax is recognised on differences between the

carrying amounts of assets and liabilities in the financial

statements and the corresponding tax bases used in the

computation of taxable profit, and is accounted for using

the balance sheet liability method. Deferred tax liabilities

are generally recognised for al l  taxable temporary

differences, and deferred tax assets are recognised to the

extent that it is probable that taxable profits will be available

against which deductible temporary differences can be

utilised. Such assets and liabilities are not recognised if the

temporary difference arises from goodwill or from the initial

recognition (other than in a business combination) of other

assets and liabilities in a transaction that affects neither the

taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at

each balance sheet date and reduced to the extent that it is

no longer probable that sufficient taxable profits will be

available to allow all or part of the asset to be recovered.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected

to apply in the year when the liability is settled or the asset

is realised. Deferred tax is charged or credited in the

consolidated income statement, except when it relates to

items charged or credited directly to equity, in which case

the deferred tax is also dealt with in equity.

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 prevai l ing on the dates of the

transactions. At each balance sheet date, monetary items

denominated in foreign currencies are retranslated at the

rates prevailing on the balance sheet date. Non-monetary

items that are measured in terms of historical cost in a

foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary

items, and on the translation of monetary items, are

recognised in profit or loss in the year in which they arise,

except for exchange differences arising on a monetary item

that forms part of the Group’s net investment in a foreign

operation, in which case, such exchange differences are

recognised in equity in the consolidated financial statements.

For the purposes of presenting the consolidated financial

statements, the assets and liabilities of the Group’s foreign

operations are translated into the presentation currency of

the Group (i.e. Hong Kong dollars) at the rate of exchange

prevailing at the balance sheet date, and their income and

expenses are translated at the average exchange rates for

the year, unless exchange rates fluctuate significantly during

the year, in which case, the exchange rates prevailing at

the dates of transactions are used. Exchange differences

arising, if any, are recognised as a separate component of

equity (the currency translation reserve). Such exchange

differences are recognised in profit or loss in the year in

which the foreign operation is disposed of.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leasing

Leases are classified as finance leases whenever the terms

of the lease transfer substantially all the risks and rewards

of ownership to the lessee. All other leases are classified

as operating leases.

Rentals payable under operating leases are charged to profit

or loss on a straight-line basis over the term of the relevant

lease. Benefits received and receivable as an incentive to

enter into an operating lease are recognised as a reduction

of rental expense over the lease term on a straight-line basis.

Retirement benefits costs

Payments to the defined contribution retirement benefits

scheme are charged as an expense when employees have

rendered service entitling them to the contributions.

Borrowing costs

All borrowing costs are recognised as and included in

financial costs in the consolidated income statement in the

period in which they are incurred.

4. KEY SOURCE OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting policies

which are described in note 3, management has made the

following estimate that has a significant effect on the

amounts recognised in the consol idated f inancial

statements. The key source of estimation uncertainty at the

balance sheet date, that has a significant risk of causing a

material adjustment to the carrying amounts of assets and

liabilities within the next financial year, is also discussed

below.

Income taxes

No deferred tax asset was recognised in the Group’s

consolidated balance sheet in relation to the estimated

unused tax losses of approximately HK$29,604,000. The

realisability of the deferred tax asset mainly depends on

whether sufficient future profits or taxable temporary

differences will be available in the future. In case where the

actual future profits generated are more than expected,

further recognition of deferred tax asset in relation to

unutilised tax losses may arise, which would be recognised

in the income statement for the period in which such a

recognition takes place.

3.

4.
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5. FINANCIAL INSTRUMENTS
Financial risk management objectives and policies

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

Fair value interest rate risk

The Group’s fair value interest rate risk relates to fixed-rate
loans receivable. The Group does not have interest rate
hedging policy. However, the management monitors interest
rate exposure and will consider hedging significant interest
rate exposure should the need arises.

Cash flow interest rate risk

The Group is exposed to cash flow interest rate risk through
the impact of rate changes on interest bearing financial
assets which are mainly deposits with banks. The Group
does not have interest rate hedging policy. However, the
management monitors interest rate exposure and will
consider hedging significant interest rate exposure should
the need arises.

Credit risk

The Group’s maximum exposure to credit risk in the event
of the counterparties failure to perform their obligations as
at 31 December 2006 in relation to each class of recognised
financial assets is the carrying amount of those assets as
stated in the consolidated balance sheet. The Group has
no significant concentration of credit risk with exposure
spread over a number of customers. In order to minimise
the credit risk, the management of the Group has delegated
a team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In
addition, the Group reviews the recoverable amount of each
individual accounts receivable and loans receivable at each
balance sheet date to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard,
the Directors of the Company consider that the Group’s
credit risk is significantly reduced.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned
by international credit-rating agencies.

5.
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5. FINANCIAL INSTRUMENTS (Continued)

Fair value

The fair value of financial assets and financial liabilities are

determined in accordance with generally accepted pricing

models based on discounted cash flow analysis using prices

from observable current market transactions.

The Directors consider that the carrying amounts of financial

assets and financial liabilities recorded at amortised cost in

the financial statements approximate their fair values.

6. REVENUE

2006 2005

HK$’000 HK$’000

Commission and brokerage 43,630 28,768

Interest income from:

Clients 3,915 3,452

Authorised institutions 2,452 1,294

Others 75 15

Advisory fee income 1,010 1,640

51,082 35,169

7. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised

into two operating divisions, namely, broking and securities

margin financing. These divisions are the basis on which

the Group reports its primary segment information. The

principal activities of these divisions are as follows:

Broking — provision of stockbroking,

futures and options broking

and mutual funds as well as

insurance-linked investment

plans and products broking.

Securities margin — provision of securities margin

financing financing.

5.

6.

7.
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

Business segments (Continued)

Segment information about these businesses is presented

below.

Consolidated income statement for the year ended 31

December 2006

Securities

margin

financing

Broking Consolidated

HK$’000 HK$’000 HK$’000

REVENUE

Segment revenue 47,451 2,463 49,914

Unallocated 1,168

51,082

RESULTS

Segment profit 3,684 1,906 5,590

Unallocated expenses (3,649)

Share of profit of

an associate 9,383

Share of profits of jointly

controlled entities 49

Profit before taxation 11,373

Taxation credit 47

Profit for the year 11,420

7.
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

Business segments (Continued)

Consolidated balance sheet as at 31 December 2006

Securities

margin

financing

Broking Consolidated

HK$’000 HK$’000 HK$’000

ASSETS

Segment assets 111,517 29,792 141,309

Interest in an associate 123,340

Interest in a jointly

controlled entity 54

Loans to a jointly

controlled entity 34,508

Unallocated corporate

assets 7,391

Consolidated total assets 306,602

LIABILITIES

Segment liabilities 80,748 2,783 83,531

Unallocated corporate

liabilities 2,340

Consolidated total liabilities 85,871

7.
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

Business segments (Continued)

Other information for the year ended 31 December 2006

Securities

margin

financing

Broking Unallocated Consolidated

HK$’000 HK$’000 HK$’000 HK$’000

Additions to fixed assets 560 — 24 584

Amortisation of

intangible assets 6 — — 6

Depreciation 678 44 722

Write back of bad and

doubtful debts (25) (8) (765) (798)

Consolidated income statement for the year ended 31

December 2005

Securities
margin

financing
Broking Consolidated

HK$’000 HK$’000 HK$’000

REVENUE
Segment revenue 31,168 2,246 33,414

Unallocated 1,755

35,169

RESULTS
Segment profit 1,200 3,685 4,885

Unallocated expenses (514)
Share of profit of

an associate 9,669

Profit before taxation 14,040
Taxation charge (35)

Profit for the year 14,005

7.
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

Business segments (Continued)

Consolidated balance sheet as at 31 December 2005

Securities

margin

financing

Broking Consolidated

HK$’000 HK$’000 HK$’000

ASSETS

Segment assets 81,034 29,950 110,984

Interest in an associate 111,851

Unallocated corporate

assets 4,467

Consolidated total assets 227,302

LIABILITIES

Segment liabilities 48,019 1,107 49,126

Unallocated corporate

liabilities 359

Consolidated total

liabilities 49,485

7.
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

Business segments (Continued)

Other information for the year ended 31 December 2005

Securities

margin

financing

Broking Unallocated Consolidated

HK$’000 HK$’000 HK$’000 HK$’000

Additions to fixed assets 168 — — 168

Amortisation of intangible

assets 6 — — 6

Depreciation 1,148 105 1,253

Write back of bad

and doubtful debts (1,458) (3,313) — (4,771)

Geographical segments

All of the activities of the Group are based in Hong Kong

and all of the Group’s revenue and profit before taxation are

derived from Hong Kong. In addition, the Group’s assets

are located in Hong Kong.

8. FINANCE COSTS

2006 2005

HK$’000 HK$’000

Interest on borrowings wholly

repayable within five years:

Bank overdrafts 4 1

Other bank borrowings 229 19

233 20

7.

8.
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9 TAXATION CREDIT (CHARGE)

2006 2005

HK$’000 HK$’000

Hong Kong Profits Tax:

Underprovision in prior years (33) (35)

Deferred tax (note 18) 18 80 —

47 (35)

The taxat ion charge for  the year  represents the

underprovision of Hong Kong Profits Tax for prior years. No

provision for Hong Kong Profits Tax had been made in the

consolidated financial statements as there is no assessable

profit arising in Hong Kong or the assessable profit is wholly

absorbed by estimated tax losses brought forward.

The taxation for the year can be reconciled to the profit

before taxation per the consolidated income statement as

follows:

2006 2005

HK$’000 HK$’000

Profit before taxation 11,373 14,040

Taxation charge at the Hong Kong 17.5%
Profits Tax rate of 17.5% (1,990) (2,457)

Tax effect of share of profit
of an associate 1,640 1,464

Tax effect of share of profits
of jointly controlled entities 9 —

Tax effect of income not taxable for
tax purpose 444 736

Tax effect of estimated tax losses
not recognised (566) (517)

Underprovision in prior years (33) (35)
Tax effect of expenses not deductible

for tax purpose (810) (10)
Tax effect of utilisation of estimated

tax loss previously not recognised 1,351 929
Others 2 (145)

Taxation credit (charge) for the year 47 (35)

9.
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10. PROFIT FOR THE YEAR

2006 2005

HK$’000 HK$’000

Profit for the year has been arrived at

after charging (crediting):

Auditor’s remuneration 1,110 1,107

Contributions to retirement

benefits scheme

(included in staff costs) 419 383

Loss from error trades 35 13

Operating lease rentals in respect of

rented premises 5,070 4,364

Net realised and unrealised

gain on investment

held for trading — (1)

Share of tax of an associate (included

in share of profit of an associate) 997 1,262

10.
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11. DIRECTORS’ REMUNERATION

Lam Nam Ng Chen Kwan Total
Kwok Kwok Chi Kin Wei-Ming Wang Wai
Hing Lun David Eric Alan 2006

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Fees:

Independent Non-Executive

Directors — — 50 50 50 150
Other emoluments to

Executive Directors:

Salaries and other benefits 809 809 1,618
Contributions to retirement

benefits scheme 12 12 24

Total remuneration 821 821 50 50 50 1,792

Lam Nam Ng Chen Kwan Total
Kwok Kwok Chi Kin Wei-Ming Wang Wai
Hing Lun David Eric Alan 2005

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Fees:
Independent Non-Executive

Directors — — 50 50 50 150

Other emoluments to
Executive Directors:

Salaries and other benefits 644 644 — — — 1,288

Contributions to retirement
benefits scheme 12 12 — — — 24

Total remuneration 656 656 50 50 50 1,462

During both years, no emoluments were paid by the Group

to the Directors as an inducement to join or upon joining

the Group or as compensation for loss of office. None of the

Directors has waived any emoluments during the year.

11.
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12. EMPLOYEES’ EMOLUMENTS

The five individuals with the highest emoluments in the

Group included two (2005: two) Directors of the Company

for the year, details of whose emoluments are included in

note 11. The emoluments of the remaining three (2005:

three) individuals were as follows:

2006 2005

HK$’000 HK$’000

Salaries and other benefits 1,719 1,899

Contributions to retirement

benefits scheme 36 36

1,755 1,935

The aggregate emoluments of each of these remaining three

(2005: three) highest paid individuals were less than

HK$1,000,000.

During the year, no emoluments were paid by the Group to

the above-mentioned individuals as an inducement to join

the Group or as compensation for loss of office.

12.

11

1,000,000



NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

Karl Thomson Holdings Limited Annual Report 2006

66

For the year ended 31 December 2006

13. EARNINGS PER SHARE

The calculation of the earnings per share is based on the

following data:

2006 2005

HK$’000 HK$’000

Profit attributable to the equity holders

of the Company for the purposes

of basic and diluted earnings per share 11,315 13,845

Number of shares

‘000 ‘000

Weighted average number of

ordinary shares for the purpose

of basic earnings per share 470,386 460,000

Effect of dilutive potential ordinary

shares arising from share options 1,989

Weighted average number of

ordinary shares for the purpose

of diluted earnings per share 472,375 460,000

13.
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14. FIXED ASSETS

Furniture

Leasehold Computer and Motor

improvements equipment fixtures vehicles Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

COST

At 1 January 2005 700 5,344 4,134 2,132 12,310

Additions — 152 16 168

At 31 December 2005 700 5,496 4,150 2,132 12,478

Additions 32 548 4 584

Disposals — (346) — — (346)

At 31 December 2006 732 5,698 4,154 2,132 12,716

DEPRECIATION

At 1 January 2005 700 3,957 3,582 1,922 10,161

Provided for the year 708 432 113 1,253

At 31 December 2005 700 4,665 4,014 2,035 11,414

Provided for the year 2 595 77 48 722

Eliminated on disposals (346) (346)

At 31 December 2006 702 4,914 4,091 2,083 11,790

CARRYING VALUES

At 31 December 2006 30 784 63 49 926

At 31 December 2005 831 136 97 1,064

14.
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15. INTANGIBLE ASSETS

License to use

technical

License and knowhow and

rights to use webtrade

a website and products

trademark

Trading

rights Total

HK$’000 HK$’000 HK$’000 HK$’000

COST

At 1 January 2005 and

31 December 2005 50 120,978 7,420 128,448

Write-off (120,978) (7,420) (128,398)

At 31 December 2006 50 50

DEPRECIATION

At 1 January 2005 21 120,978 7,420 128,419

Provided for the year 6 6

At 31 December 2005 27 120,978 7,420 128,425

Provided for the year 6 6

Eliminated on write-off (120,978) (7,420) (128,398)

At 31 December 2006 33 33

CARRYING VALUES

At 31 December 2006 17 17

At 31 December 2005 23 23

Trading rights represent two trading rights in the Stock

Exchange and one trading right in the Hong Kong Futures

Exchange Limited (the “Futures Exchange”).

Trading rights are amortised over nine years.

15.
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16. INTEREST IN AN ASSOCIATE

2006 2005

HK$’000 HK$’000

Cost of investment in an associate

listed in Hong Kong 53,399 53,399

Share of post-acquisition profits (Note) 69,941 58,452

123,340 111,851

Fair value of listed shares 90,898 48,883

The amount represents the Group’s 47.37% equity interest

in ATNT, a company incorporated in Bermuda with its shares

being listed on the Stock Exchange. At 31 December 2006,

the issued and fully paid share capital of ATNT was

426,463,400 ordinary shares of HK$0.01 each. ATNT and

its subsidiaries are mainly engaged in design, manufacturing

and sale of electroplating equipment, custom-built horizontal

wet processing and automation machinery, trading of logged

timber, as well as provision of stage construction and arts

production. The principal places of operation of ATNT and

its subsidiaries are in The People’s Republic of China,

including Hong Kong and Taiwan.

Note: The share of post-acquisition profits includes an amount of

HK$43,033,000 (2005: HK$43,033,000) being discount on

acquisition of the associate. The discount on acquisition for

the year ended 31 December 2005 of HK$1,305,000 had

been included in the share of profit of the associate in the

consolidated income statement.

16.

47.37%

426,463,400

0.01

43,033,000 2005 43,033,000

1,305,000



NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

Karl Thomson Holdings Limited Annual Report 2006

70

For the year ended 31 December 2006

16. INTEREST IN AN ASSOCIATE (Continued)

The following details have been extracted from the audited

consolidated financial statements of ATNT:

2006 2005

HK$’000 HK$’000

Total assets 585,247 462,716

Total liabilities 311,022 212,099

Net assets 274,225 250,617

Group’s share of net assets of

the associate 123,340 111,851

Revenue 632,501 430,930

Profit for the year 19,807 13,136

Group’s share of profit of the associate

for the year 9,383 8,364

16.
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17. INTEREST IN A JOINTLY CONTROLLED ENTITY

On 7 April 2006, the Group through a wholly-owned

subsidiary, Karl Thomson Energy Limited (“KT Energy”),

entered into a joint venture agreement (“JV agreement”) with

an independent third party, Holley International (Hong Kong)

Limited (“Holley”), and set up a jointly controlled entity called

Oriental Victor with an investment cost of HK$5,000. On the

same date, Oriental Victor entered into an accession

agreement (“Accession Agreement”), with Swiss-Invest

Petroleum Group Limited (“Swiss-Invest”). Pursuant to the

Accession Agreement, Swiss-Invest will assign, transfer and

novate all its rights and obligations in an oil field situated in

Egypt (“Oil Field”) to Oriental Victor at a consideration of

HK$1. In addition, Oriental Victor has acquired a 50%

interest in First Energy Pty Ltd. (“First Energy”). First Energy,

through its investment in Aminex Petroleum Egypt Ltd.

(“Aminex”), was in the process of obtaining a concession

r ight from the Egyptian government in contracting

exploration and production rights in the Oil Field (this

concession r ight was subsequently obtained on 17

September 2006). In respect of this, KT Energy and Holley

are required to each contribute approximately a total of

US$7,000,000, with an aggregate amount of US$14,000,000

by way of shareholders’ loan to Oriental Victor which will

then be advanced to First Energy to enable it to participate

in the exploration and production of the Oil Field.

On 3 August 2006, the Group acquired the remaining 50%

interest in the share capital of Oriental Victor and Oriental

Victor became the wholly-owned subsidiary of the Company.

The net assets acquired are set out as below. Pursuant to

the supplemental agreement signed on the same date

between Oriental Victor and the other shareholder of First

Energy, the shareholder loan to be contributed by Oriental

Victor to First Energy was reduced from US$14,000,000 to

US$7,000,000.

17.
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17. INTERST IN A JOINTLY CONTROLLED ENTITY
(Continued)

The net assets of Oriental Victor acquired on 3 August 2006

are as follows:

Hk$’000

Net assets acquired:

Interest in a jointly controlled —

entity (Note)

Loans to a jointly controlled entity 9,332

Other receivables 13

Amount due from a jointly controlled entity 1,983

Accrued expenses and other payables (11,321)

7

Represented by:

Interest in a jointly controlled entity 2

Cash consideration paid 5

7

Cash outflow arising on acquisition,

being cash consideration paid  5

As at 31 December 2006, the Group had interest in the

following significant jointly controlled entity:

Proportion of

nominal value of

Form of issued capital Proportion of

business Country of Principal place Class of held by voting power

Name of entity structure incorporation of operation share held the Group held Principal activity

% %

First Energy Pty Ltd. Incorporated Australia Australia Ordinary 50% 50% Investment holding

17.
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17. INTERST IN A JOINTLY CONTROLLED ENTITY
(Continued)

2006

HK$

Cost of unlisted investment in a jointly

controlled entity (Note) —

Share of post-acquisition profits 54

54

Note: The interest in First Energy acquired on 3 August 2006 and

the cost of investment in First Energy as at 31 December

2006 both amounted to HK$1.

Amount due from a jointly controlled entity is unsecured,

non-interest bearing and repayable on demand.

18. DEFERRED TAX ASSETS

The following are the major deferred tax liabilities and assets

recognised and movements thereon during the year:

Accelerated

depreciation Tax losses Total

HK$’000 HK$’000 HK$’000

At 1 January 2006

(Charge) credit to income — — —

statement for the year (25) 105 80

At 31 December 2006

(25) 105 80

At the balance sheet date, the Group has estimated unused

tax losses of approximately HK$30,204,000 (2005:

HK$34,690,000) available for offset against future profits. A

deferred tax asset has been recognised in respect of

approximately HK$600,000 of such losses. No deferred tax

asset has been recognised in respect of the remaining tax

losses  o f  approx imate ly  HK$29,604 ,000  (2005:

HK$34,690,000) due to the uncertainty of future profit

streams. Tax losses may be carried forward indefinitely.

17.
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19. STATUTORY DEPOSITS

2006 2005

HK$’000 HK$’000

Deposits with:

The Stock Exchange 230 230

The SFC 2,100 2,100

Hong Kong Securities Clearing

Company Limited ( HKSCC ) 200 200

Reserve Fund Contribution to

HKFE Clearing Corporation

Limited ( HKFECC ) 1,500 1,500

4,030 4,030

20. LOANS TO A JOINTLY CONTROLLED ENTITY

Loans to a jointly controlled entity are unsecured, non-

interest bearing and have no fixed repayment terms.

21. LOANS RECEIVABLE

2006 2005

HK$’000 HK$’000

Fixed-rate loans receivable

denominated in Hong Kong dollars 1,980 1,479

Carrying amount analysed

for reporting purposes:

Current assets (receivable

within 12 months from

the balance sheet date) 586 464

Non-current assets

(receivable after 12 months

from the balance sheet date) 1,394 1,015

1,980 1,479

19
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21. LOANS RECEIVABLE (Continued)

The fixed-rate loans receivable have contractual maturity

dates as follows:

2006 2005

HK$’000 HK$’000

Matured within 1 year 586 464

Matured within 1 year and 2 years 464 91

Matured within 2 years and 3 years 138 63

Matured within 3 years and 4 years 73 68

Matured within 4 years and 5 years 78 73

Matured over 5 years 641 720

1,980 1,479

Loans receivable with an aggregate carrying value of

approximately HK$983,000 (2005: HK$1,038,000) are

secured by pledged assets.

The effective interest rates (which are equal to contractual

interest rates) on the Group’s loans receivable ranged from

5% to 12% (2005: 2% to 14%). Interest rate term is fixed at

time when entering into loan agreement.

21.
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22. OTHER ASSETS

2006 2005

HK$’000 HK$’000

Accounts receivable comprise of:

Accounts receivable arising from the

business of dealing in securities:

— Cash clients — 17,162 10,225

— HKSCC — 1,778 1,152

Accounts receivable from HKFECC

arising from the business of

dealing in futures contracts 6,443 4,558

Loans to securities margin clients 24,850 13,466

Accounts receivable arising from

the business of providing

corporate advisory services 260 497

50,493 29,898

The settlement terms of accounts receivable from cash

clients, HKSCC and HKFECC are usually one to two days

after the trade date. Except for the accounts receivable from

cash clients as mentioned below, the accounts receivable

from HKSCC and HKFECC aged within 30 days.

Loans to securities margin clients are secured by clients’

pledged securities, repayable on demand and bear interest

at prevailing market rates. In the opinion of the Directors,

no aged analysis is disclosed as the aged analysis does

not give additional value.

22.
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22. OTHER ASSETS (Continued)

The Group does not provide any credit term to its corporate

advisory clients. The age of accounts receivable arising from

the business of providing corporate advisory services is as

follows:

2006 2005

HK$’000 HK$’000

0 to 90 days 25 260

91 to 180 days 25 237

Over 180 days 210

260 497

The aged analysis of accounts receivable from cash clients

is as follows:

2006 2005

HK$’000 HK$’000

0 to 90 days 16,885 9,857

91 to 180 days 277 368

17,162 10,225

23. PLEDGED FIXED DEPOSITS, BANK BALANCES
AND CASH

Pledged fixed deposits

The Group had pledged fixed deposits of approximately

HK$8,165,000 (2005: HK$7,823,000) to banks to secure

general banking facilities granted to the Group. The pledged

fixed deposits carry floating interest rates ranging from 3%

to 5% (2005: 3% to 4%) per annum and will be released

upon the expiry of the relevant banking facilities.

22.

23.
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23. PLEDGED FIXED DEPOSITS, BANK BALANCES
AND CASH (Continued)

Bank balances (trust and segregated accounts)

From the Group’s ordinary business, it receives and holds

money deposited by clients in the course of the conduct of

the regulated activities. These clients’ monies are maintained

in one or more segregated bank accounts and bear interest

rates ranging from 1.2% to 3.2% (2005:1% to 1.5%) per

annum. The Group has recognised the corresponding

accounts payable to respective clients. However, the Group

does not have a currently enforceable right to offset those

payables with the deposits placed.

Bank balances (general accounts) and cash

The amounts comprise cash held by the Group and short-

term bank deposits at market interest rates ranging from

1.2% to 3.2% (2005: 1% to 1.5%) per annum with an original

maturity of three months or less.

24. ACCOUNTS PAYABLE

2006 2005

HK$’000 HK$’000

Accounts payable to cash clients arising

from the business of dealing

in securities 65,847 38,836

Accounts payable to clients arising

from the business of dealing

in futures contracts 9,746 5,656

Amounts due to

securities margin clients 2,783 1,107

78,376 45,599

The settlement terms of accounts payable to cash clients is

two days after the trade date and aged within 30 days.

Amounts due to securities margin clients are repayable on

demand. In the opinion of the Directors, no aged analysis is

disclosed as the aged analysis does not give additional

value.

23.
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24. ACCOUNTS PAYABLE (Continued)

Accounts payable to clients arising from the business of

dealing in futures contracts are margin deposits received

from clients for their tradings of futures contracts on the

Futures Exchange. The excess of the outstanding amounts

over the required margin deposits stipulated by the Futures

Exchange is repayable to clients on demand. In the opinion

of the Directors, no aged analysis is disclosed as the aged

analysis does not give additional value.

The accounts payable amounting to HK$61,936,000 (2005:

HK$39,375,000) was payable to clients in respect of the

trust and segregated bank balances received and held for

clients in the course of the conduct of regulated activities.

However, the Group does not have a currently enforceable

right to offset these payables with the deposits placed.

25. SHARE CAPITAL

Number of shares

‘000 HK$’000

Ordinary shares of HK$0.10 each 0.10 

Authorised:

At 1 January 2005,

31 December 2005 and

31 December 2006 1,000,000 100,000

Issued and fully paid:

At 1 January 2005 and

31 December 2005 460,000 46,000

Placing of Shares (Note) ( ) 17,000 1,700

31 December 2006 477,000 47,700

24.
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25. SHARE CAPITAL (Continued)

Note: Pursuant to the meeting of the Board of Directors of the

Company held on 7 April 2006, the issue of 17,000,000 new

shares of HK$0.1 each for cash at HK$1.73 per share by the

way of placing was approved and the new shares were

allotted to independent third parties (“the Placees”) on 23

May 2006. The proceeds were used to partly finance the

funding commitment of US$7,000,000 for the oil field in Egypt.

Pursuant to the terms of the placing agreement, the Company

has also agreed to grant an option to each of the Placees to

subscribe for the shares of the Company up to an aggregate

of 17,000,000 shares at an option exercise price of HK$1.85

each during the option period of one year.

The closing price of the Company’s shares immediately

before 23 May 2006, the date of grant of the share options,

was HK$1.74. No option was exercised during the year.

26. OPERATING LEASES

The Group as lessee

The Group made minimum lease payments under operating

leases in respect of office premises of approximately

HK$5,070,000 (2005: HK$4,364,000) during the year.

At the balance sheet, the Group had commitments for future

minimum lease payments under non-cancellable operating

leases in respect of rented premises which fall due as

follows:

2006 2005

HK$’000 HK$’000

Within one year 5,384 2,540

In the second to

fifth year inclusive 1,225 1,855

6,609 4,395

Operating lease payments represent rentals payable by the

Group for its office premises. Leases are mainly negotiated

for an average term of two years and rentals are fixed for an

average of two years.

25.
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27. CAPITAL COMMITMENT

2006 2005

HK$’000 HK$’000

Capital expenditure in respect

of the acquisition of

fixed assets contracted for but

not provided for in the consolidated

financial statements — 100

28. CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities

at both balance sheet dates.

29. SHARE BASED PAYMENT TRANSACTIONS

Pursuant to the Share Option Scheme (the “Scheme”)

adopted by the Company at the annual general meeting held

on 7 September 2004, the Board of Directors of the

Company may at its discretion, invite any employees

(whether full-time or part-time), executives or officers of the

Company and any of its subsidiaries (including Executive

and Non-Executive Directors) and any business consultants,

agents, financial or legal advisers who the Board of Directors

of the Company considers will contribute or have contributed

to the Company or any of its subsidiaries (the “Eligible

Participants”), to take up share options to subscribe for

shares in the Company. The purpose of the Scheme is to

provide incentives to the Eligible Participants. The Scheme

will expire on 6 September 2014.

27.
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29. SHARE BASED PAYMENT TRANSACTIONS
(Continued)

The subscription price for shares under the Scheme will be

a price determined by the Board of Directors of the Company

but will not be less than the highest of: (i) the official closing

price of the Company’s shares as stated in the daily

quotation sheet of the Stock Exchange on the date of the

Company on which the share option is offered to an Eligible

Participant (“Offer Date”); (ii) the average of the official

closing prices of the Company’s shares as stated in the daily

quotations sheets of the Stock Exchange for the five

business days immediately proceeding the Offer Date; and

(iii) the nominal value of a share of the Company.

There is no minimum year for which a share option must be

held before it became exercisable. Share options granted

are exercisable at any time during the exercisable year

determined by the Board of Directors of the Company.

The maximum number of shares in respect of which share

options may be granted under the Scheme is 46,000,000

shares of the Company, being 10 per cent. of the issued

share capital of the Company on the date on which the

Scheme was approved. The maximum number of shares in

respect of which share options may be granted to any Eligible

Participants, shall not, when aggregated with: (i) any share

of the Company issued upon exercise of share options or

share options under other schemes which have been

granted to that Eligible Participant; (ii) any share of the

Company which would be issued upon the exercise of

outstanding share options or share options under other

schemes granted to that Eligible Participant; and (iii) any

cancelled shares of the Company which were the subject of

share options or share options under other schemes which

had been granted to and accepted by that Eligible

Participant, in any twelve-month period up to the Offer Date,

exceed one per cent. of the number of shares of the

Company in issue on the Offer Date.

29.
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29. SHARE BASED PAYMENT TRANSACTIONS
(Continued)

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

within 30 days after the Offer Date with a non-refundable

payment of HK$1 from the grantee to the Company.

No share option has been granted under the Scheme since

its adoption on 7 September 2004.

30. RETIREMENT BENEFITS SCHEME

The Group has operated a pension scheme under the rules

and regulations of the Mandatory Provident Fund Schemes

Ordinance (the “MPF Scheme”) after the implementation of

the Mandatory Provident Fund Schemes Ordinance. The

assets of the MPF Scheme are held separately in an

independently managed fund. The Group has followed the

minimum statutory contribution requirement of 5% of eligible

employees’ relevant aggregate income. The contributions

are charged to the consolidated income statement as

incurred.

31. RELATED PARTY TRANSACTIONS

Transactions with related parties

(a) During the year, the Group received commission

income and other securities dealing income from

secur i t ies,  fu tu res  and opt ions  dea l ings  o f

approximately HK$87,000 (2005: HK$54,000) from the

associates of the Directors, Messrs. Lam Kwok Hing

and Nam Kwok Lun.

(b) During the year, the Group received interest income

from securities margin financing of approximately

HK$31,000 (2005: HK$356) from the associates of the

Directors, Messrs. Lam Kwok Hing and Nam Kwok Lun.

(c) During the year, the Group paid administrative expense

of approximately HK$869,000 (2005: 409,000) to AC

Consulting Limited in which Mr. Chow Ka Wo has a

beneficial interest and is the director of KTFA, a

subsidiary of the Company.

29.
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31. RELATED PARTY TRANSACTIONS (Continued)

(d) During the year, the Group received commission

income and other securities dealing income of

approximately HK$70,000 (2005: HK$46,000) from an

associate company, ATNT in which Messrs. Lam Kwok

Hing and Nam Kowk Lun have beneficial interests and

Messrs. Lam Kwok Hing, Nam Kwok Lun, Ng Chi Kin

David and Kwan Wang Wai Alan are Directors.

(e) On 25 November 2004, Karfun conditionally agreed

to acquire 48,520,667 shares of ATNT from Optimist

International Limited (“Optimist”) and 3,475,167 shares

of ATNT from Mr. Lam Kwok Yan for an aggregate

consideration of HK$23,398,125 at a price of HK$0.45

per share of ATNT. Optimist is a wholly-owned

subsidiary of Medusa in which Mr. Lam Kwok Hing had

a 50% equity interest as at 25 November 2004. Details

of this acquisition were disclosed in the circular issued

by the Company dated 28 February 2005. This

acquisit ion was approved by the independent

shareholders of the Company at a special general

meeting held on 30 March 2005. The acquisition was

completed on 20 April 2005 and the Group has 47.37%

equity interest in ATNT as at 31 December 2005.

Compensation of key management personnel

The remuneration of Executive Directors during the

year was as follows:

2006 2005

HK$’000 HK$’000

Short-term benefits 1,618 1,288

Post-employment benefits 24 24

1,642 1,312

The remuneration of Executive Directors is determined

by the remuneration committee having regard to the

performance of individuals and market trends.
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32. PRINCIPAL SUBSIDIARIES

The following table lists the subsidiaries of the Company

which, in the opinion of the Directors, principally affected

the results or assets of the Group. To give details of other

subsidiaries would, in the opinion of the Directors, result in

particulars of excessive length.

Proportion of
nominal value

of issued
share captial

Country/ Issued and held by
place of fully paid the Company
incorporation Class of share capital

Name shares held Principal activities

%

Karl Thomson British Virgin Ordinary HK$10 100 Investment holding
(B.V.I.) Limited Islands 10

Karl-Thomson Securities Hong Kong Ordinary HK$5,000,000 100 Securities dealing
Company Limited 5,000,000 and broking

Karl-Thomson Commodities Hong Kong Ordinary HK$5,000,000 100 Futures and
Company Limited 5,000,000 options broking

Karl Thomson Hong Kong Ordinary HK$20,000,000 100 Securities margin
Finance Limited 20,000,000 financing

Karl Thomson Hong Kong Ordinary HK$10,000 100 Money lending
Credit Limited 10,000

Karl Thomson Investment Hong Kong Ordinary HK$1,000,000 100 Broking of
Consultants Limited 1,000,000 mutual funds and

insurance-linked
investment plans
and products

32.
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32. PRINCIPAL SUBSIDIARIES (Continued)

Proportion of
nominal value

of issued
share captial

Country/ Issued and held by
place of fully paid the Company
incorporation Class of share capital

Name shares held Principal activities

%

Karl Thomson Financial Hong Kong Ordinary HK$600,000 51 Corporate finance
Advisory Limited 600,000 advisory

Access Way British Virgin Ordinary US$1 100 Holding of computer
Investments Limited Islands 1 equipment

Karfun Investments Limited Hong Kong Ordinary HK$100,000 100 Investment holding
100,000

Oriental Victor Limited Hong Kong Ordinary HK$10,000 100 Investment holding
10,000

The principal place of operation of the subsidiaries is Hong

Kong.

The Company directly holds the interest in Karl Thomson

(B.V.I.) Limited. All other subsidiaries shown above are

indirectly held by the Company.

None of the subsidiaries had any debt securities outstanding

at end of the year or at any time during the year.
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