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ABOUT US

SmarTone Telecommunications Holdings Limited is a leading
telecommunications company with operating subsidiaries in Hong
Kong and Macau. We provide voice, multimedia and mobile
broadband services through our territory-wide 4G and 3G HSPA+
networks, as well as fixed fibre broadband services for the home
and office markets.

We are a quality and innovation company. Our goal is to deliver
outstanding experiences and meaningful value to customers
through our powerful network, purposeful apps and passionate
service.

SmarTone Telecommunications Holdings Limited (0315.HK) has
been listed in Hong Kong since 1996. It is a subsidiary of Sun
Hung Kai Properties Limited (0016.HK).



DIRECTORS AND CORPORATE INFORMATION

Board of Directors

*  Mr. KWOK Ping-luen, Raymond
Chairman
*  Mr. CHEUNG Wing-yui
Deputy Chairman
*  Mr. FUNG Yuk-lun, Allen
Deputy Chairman
Mr. Chau Kam-kun, Stephen
Interim Chief Executive Officer
Mr. CHAN Kai-lung, Patrick
Mr. David Norman PRINCE
Mr. SIU Hon-wah, Thomas
Mr. TSIM Wing-kit, Alfred
Mr. John Anthony MILLER
** Dr. LI Ka-cheung, Eric, JP
** Mr. NG Leung-sing, JP
** Mr. YANG Xiang-dong
** Mr. GAN Fock-kin, Eric
** Mrs. IP YEUNG See-ming, Christine

*  Non-Executive Director
** Independent Non-Executive Director

Company Secretary
Mr. MAK Yau-hing, Alvin

Authorised Representatives

Mr. Chau Kam-kun, Stephen
Mr. MAK Yau-hing, Alvin

Registered Office

Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda

Head Office and Principal Place
of Business

31st Floor, Millennium City 2,
378 Kwun Tong Road, Kwun Tong,
Kowloon, Hong Kong

Auditor

PricewaterhouseCoopers

Certified Public Accountants

22nd Floor, Prince’s Building, 10 Chater Road,
Hong Kong

Hong Kong Share Registrar

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Hong Kong

Principal Share Registrar

MUFG Fund Services (Bermuda) Limited
The Belvedere Building

69 Pitts Bay Road

Pembroke HM 08

Bermuda

Principal Bankers

Standard Chartered Bank (Hong Kong) Limited
The Hongkong and Shanghai Banking
Corporation Limited

Legal Advisors to the Company
As to Hong Kong law
Slaughter and May

As to Bermuda law
Conyers, Dill & Pearman

Bermuda Resident Representative

Codan Services Limited
Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda
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FINANCIAL HIGHLIGHTS

(Expressed in Hong Kong dollars in millions except per share amounts)

Year ended or as at 30 June

2015 2014
Consolidated profit and loss account
Revenues 18,659 13,244
Profit attributable to equity holders of the Company 935 537
Basic earnings per share ($) 0.89 0.52
Total dividends per share ($) 0.60 0.31
Consolidated balance sheet
Total assets 10,814 9,792
Current liabilities (3,292) (2,949)
Total assets less current liabilities 7,522 6,843
Non-current liabilities (3,614) (3,593)
Non-controlling interests (57) (57)
Net assets 3,851 3,193
Share capital 106 105
Reserves 3,745 3,088
Total equity attributable to equity holders of the Company 3,851 3,193

Year ended 30 June

2015 2014
Consolidated cash flows
Net cash generated from operating activities 2,947 2,154
Interest received 54 54
Payment for purchase of fixed assets (757) (824)
Payment of mobile licence fees (193) (183)
Additions of handset subsidies (924) (482)
Dividends paid (392) (285)
Proceeds from bank borrowings (net) 122 249
Proceeds from shares issued under share option scheme 110 2
Others 6 (12)
Net increase in pledged bank deposits, short-term

bank deposits, and cash and cash equivalents 973 673




CHAIRMAN’S STATEMENT

| am pleased to report the results of the Group for the year ended 30 June 2015.

Financial Highlights

Group total revenue increased to $18,659 million, representing a 41% growth over the previous year.
Service revenue increased 3% on the previous year, with growth in local service revenue partly offset
by the continuous decline in roaming revenue. Both revenue from handset sales and handset profit
experienced strong growth compared to the previous year. The improvement in revenue, together with
stringent cost control, contributed to a 14% growth in EBITDA to $2,932 million. Net profit increased
74% to $935 million over the same period.

Dividend

With the completion of the 2,1700MHz spectrum auction in December 2014, the uncertainty of renewing
the spectrum was cleared. On the basis of strong group operating cash flow and a healthy balance sheet,
the Board raised the dividend payout ratio to 75% of net profit. A final dividend of 33 cents per share
is proposed, making full year dividend at 60 cents per share, an increase of 94% compared to last year.
Shareholders have the option to receive new and fully paid shares in lieu of cash under a scrip dividend
scheme.

Business Review

Group service revenue rose 3% due to a combination of customer number growth and continuous
upgrade by customers to higher price-point plans. Recovering from the low in second half FY14, group
service revenue has been rising 3-4% for the past two consecutive half-year periods, despite customers’
continual migration from handset-bundled plans to SIM-only plans. Service revenue net of handset
subsidy amortisation rose 7% over the previous year, reflecting healthy growth in underlying service
revenue.

Hong Kong customer number grew 4% to 1.96 million, with the majority of the growth coming from
the 3G speed-capped plan. Postpaid ARPU stands at $294. Excluding the dilution from the 3G speed-
capped plan, postpaid ARPU rose 3% over the year. Average postpaid churn improved from 1.0% to
0.9%.

In the year under review, the Company completed its refarm of the 900MHz spectrum for 4G with full
coverage of all MTR lines, providing additional capacity and further improving in-building coverage.
The rollout of 4G at 2,600MHz at selected high traffic locations is well-underway, meeting customers’
demand for ever-increasing mobile broadband usage. LTE-A on 900MHz and 1,800MHz has been
enabled for over 75% of the network and pilot deployment has begun on tri-band carrier aggregation
to increase spectral efficiency. These improvements will further extend the Company's leadership in
delivering superior mobile broadband experience.

The Company has continued to innovate and differentiate by focusing on real customer needs. A number
of leading new services, including services in the mobile commerce space, had been launched this year.
SmarTone will remain at the forefront of the mobile-first world by continuing to develop purposeful
services which bring meaningful value to customers.
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CHAIRMAN’S STATEMENT

Prospects

Leveraging on its strong brand, superior network, outstanding customer care and purposeful services,
the Company will grow service revenue through continuing monetisation of customers’ data usage.
Stringent cost control will remain a key focus to mitigate increasing cost pressure.

The Company will continue to exceed customers’ rising expectation for quality mobile service through
its expertise and focus on network and service platform optimisation. Together with the implementation
of 4G on additional spectrum and deployment of LTE-A carrier aggregation, the Company will extend its
lead in providing outstanding mobile broadband experience.

The Hong Kong telecom market remains competitive. We experienced a steady improvement in our
core mobile service business in the year under review, which provides the foundation for future growth.
With a strong brand and a healthy financial position, the Company is well-placed to capture industry
opportunities and bring value to both customers and shareholders in the long term.

Appreciation

During the period under review, Mr. Douglas Li resigned from his post as Executive Director and Chief
Executive Officer. | would like to thank Mr. Li for his valuable contribution at SmarTone over the years.
Mr. Cheung Wing-yui and Mr. Fung Yuk-lun, Allen, both being Non-Executive Directors, have been
appointed as Deputy Chairmen of SmarTone. Mr. Chau Kam-kun, Stephen, has been appointed as
Interim CEO effective 1 September 2015. | would like to congratulate Mr. Cheung, Mr. Fung and Mr.
Chau on their new positions.

I would also like to take this opportunity to express my gratitude to our customers and shareholders for

their continuing support, my fellow directors for their guidance as well as our staff for their dedication
and hard work.

Kwok Ping-luen, Raymond
Chairman

Hong Kong, 1 September 2015



MANAGEMENT DISCUSSION AND ANALYSIS

Review of financial results

The Group's revenue increased by 41% to $18,659 million (2013/14: $13,244 million), comprising a
67% increase in handset and accessory sales and a 3% increase in service revenue. EBITDA rose by
14% to $2,932 million (2013/14: $2,563 million). Profit attributable to equity holders of the Company
increased by 74% to $935 million (2013/14: $537 million).

Revenues rose by $5,414 million or 41% to $18,659 million (2013/14: $13,244 million).

° Service revenue rose by $142 million or 3% to $5,564 million (2013/14: $5,423 million), driven by
higher local mobile service revenue, partly offset by lower roaming service revenue.

Local mobile service revenue rose by 4% amidst revenue increase from the growth in customer
number and improvement in market environment, partly offset by customers’ migration from
handset-bundled plans to SIM-only plans.

Roaming revenue fell due to the impact of continuing global downward trend in inter-operator
tariffs as well as reduced voice and SMS roaming traffic amidst cannibalisation by over-the-top
applications. Roaming revenue made up of 15% of Group's service revenue (2013/14: 16%).

Customers’ migration to SIM-only plans masked a stronger improvement in underlying service
revenue as there was a corresponding reduction in handset subsidy amortisation. Group service
revenue net of handset subsidy amortisation rose by 7%.

The Group achieved a 4% year-on-year growth in its Hong Kong customer base. Postpaid
customers made up of 69% of Hong Kong mobile customer base. Average mobile postpaid
churn rate improved to 0.9% (2013/14: 1.0%). Postpaid ARPU stands at $294, incorporating
the dilutive effect of the uptake of the lower-priced 3G speed-capped plan. Excluding 3G speed-
capped plan customers, postpaid ARPU rose by 3%.

° Handset and accessory sales rose by $5,273 million or 67% to $13,095 million (2013/14: $7,822
million). Both sales volume and average unit selling price increased.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cost of inventories sold rose by $4,965 million or 64% to $12,708 million (2013/14: $7,743 million).
Such increase was broadly in line with the increase in handset and accessory sales.

Staff costs rose by $62 million or 9% to $741 million (2013/14: $679 million) mainly amid higher bonus
provision and annual salary increment. Excluding bonus provision, staff costs rose by 3%.

Other operating expenses rose by $19 million or 1% to $2,279 million (2013/14: $2,260 million). Higher
network operating costs, sales and marketing expenses, rental and utilities and general administrative
expenses were partly offset by lower cost of services provided.

Depreciation and loss on disposal increased by $55 million or 8% to $724 million (2013/14: $670 million)
arising from higher disposal loss for dismantled sites and higher capital expenditure incurred in the past 2
years for the rollout of 4G LTE network and general capacity enhancement.

Handset subsidy amortisation fell by $168 million or 18% to $774 million (2013/14: $942 million) amid
continuing customers’ migration from handset bundled plans to SIM-only plans in the past 12 months.

Mobile licence fee amortisation rose by $46 million or 32% to $190 million (2013/14: $144 million) due
to the commencement of amortisation of licence fee for 2,600 MHz spectrum since July 2014.

Finance income rose by $5 million to $62 million (2013/14: $57 million) amid higher average balance of
bank deposits, partly offset by a lower return on surplus cash.

Finance costs excluding exchange gain/(loss) fell by $2 million to $182 million (2013/14: $184 million)
driven by lower accretion expenses on mobile licence fee liabilities, partly offset by higher handset
instalment charges due to significantly higher sales of a popular handset model and higher bank
borrowings.

Exchange gain related to cash, bank deposits and borrowings amounted to $7 million (2013/14: a loss of
$18 million).

Samsung Galaxy S6 edge+ Samsung Galaxy Note5

HTC One M9



MANAGEMENT DISCUSSION AND ANALYSIS

Income tax expense amounted to $195 million (2013/14: $131 million), reflecting an effective tax rate
of 17.3% (2013/14: 19.7%). High effective tax rate in FY13/14 was driven by an income tax provision
of $22 million recorded in prior year, in light of the uncertainty of the tax deductibility of certain upfront
payments for spectrum utilisation fees. Excluding this tax provision, effective tax rate for 2013/14 would
have been 16.4%.

Macau operations reported an operating profit of $1 million (2013/14: operating loss of $17 million)
amid higher handset profits.

Capital structure, liquidity and financial resources

During the year under review, the Group was financed by share capital, internally generated funds and
bank and other borrowings. As at 30 June 2015, the Group recorded share capital of $106 million, total
equity of $3,908 million and total borrowings of $2,969 million.

The Group's cash resources remained robust with cash and bank balances (including pledged bank
deposits and short-term bank deposits) of $4,145 million (30 June 2014: $3,165 million).

As at 30 June 2015, the Group had bank and other borrowings of $2,969 million (30 June 2014: $2,840
million) of which 81% were denominated in United States dollars and were arranged on a fixed rate
basis. Net cash, after deducting bank and other borrowings, amounted to $1,176 million as at 30 June
2015 (30 June 2014: $324 million). Net cash to EBITDA was 40% as at 30 June 2015 (30 June 2014:
13%).

The Group had net cash generated from operating activities and interest received of $2,947 million
and $54 million respectively during the year ended 30 June 2015. The Group’s major outflows of funds
during the year were payments for tax reserve certificate, additions of handset subsidies, purchase of
fixed assets, mobile licence fees and dividends.

The directors are of the opinion that the Group can fund its capital expenditures and working capital
requirements for the financial year ending 30 June 2016 with internal cash resources and available
banking facilities.
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MANAGEMENT DISCUSSION AND ANALYSIS

Treasury policy

The Group invests its surplus funds in accordance with a treasury policy approved from time to time
by the board of directors. Surplus funds are placed in bank deposits. Bank deposits are predominantly
maintained in Hong Kong dollars, Renminbi and other currencies.

The Group is required to arrange for banks to issue performance bonds and letters of credit on its behalf.
The Group may partially or fully collateralise such instruments by bank deposits to lower the issuance
costs.

Charges on assets

As at 30 June 2015, certain bank deposits of the Group, in aggregate amount of $3 million (30 June
2014 $6 million), were pledged for securing guarantees issued by the banks. In addition, certain Hong
Kong dollar denominated bank borrowings were secured by certain assets of the Group and the carrying
amount of the pledged assets amounted to $85 million as at 30 June 2015 (30 June 2014: $87 million).

Interest rate exposure

The Group is exposed to interest rate changes that affect bank borrowings denominated in Hong Kong
dollars which accounted for 19% of the Group's total borrowings at 30 June 2015. The remaining 81%
of the Group’s borrowings are fixed rates borrowings. Hence, the Group is well protected from any
potential rising interest rates in the next few years. The Group does not currently undertake any interest
rate hedging.

Functional currency and foreign exchange exposure

The functional currency of the Company is the Hong Kong dollar. The Group is exposed to other currency
movements, principally in terms of certain trade receivables, bank deposits, available-for-sale financial
assets, trade payables and bank and other borrowings denominated in Renminbi and United States
dollars. The Group does not currently undertake any foreign exchange hedging.

Contingent liabilities

Performance bonds

Certain banks, on the Group's behalf, had issued performance bonds to the telecommunications
authorities of Hong Kong and Macau in respect of obligations under mobile licences issued by those
authorities. The total amount outstanding as at 30 June 2015 under these performance bonds was $444
million (30 June 2014: $527 million).

During the year under review, a bank issued a standby letter of credit of $1,306,800,000 to a subsidiary
of the Company in favor of the Office of Communications Authority (“OFCA") regarding the acceptance
of the offer of the right of first refusal for the re-assignment of one of the spectrum. A bank also issued
another letter of credit of $980,400,000, being the final amount of spectrum utilisation fees determined
during the auction.



MANAGEMENT DISCUSSION AND ANALYSIS

Employees and share option scheme

The Group had 2,121 full-time employees as at 30 June 2015 (30 June 2014: 2,137), with the majority
of them based in Hong Kong. Total staff costs were $741 million for the year ended 30 June 2015
(2013/14: $679 million).

Employees receive a remuneration package consisting of basic salary, bonus and other benefits. Bonus
payments are discretionary and depend, inter-alia, on both the Group’s performance and the individual
employee’s performance. Benefits include retirement schemes, medical and dental care insurance.
Employees are provided with both internal and external training appropriate to each individual’s
requirements.

The Group has share option schemes under which the Company may grant options to participants,
including directors and employees, to subscribe for shares of the Company. During the year under
review, no new share options were granted; 8,574,000 share options were exercised; and 600,000
share options were cancelled or lapsed. 23,168,500 (30 June 2014: 32,342,500) share options were
outstanding as at 30 June 2015.
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REPORT OF THE DIRECTORS

(Financial figures are expressed in Hong Kong dollars)

The Directors submit their report together with the audited financial statements for the year ended 30
June 2015.

Principal activities

The principal activity of the Company is investment holding. The activities of its principal subsidiaries are
shown in note 21 to the consolidated financial statements.

Results

The results of the Group for the year ended 30 June 2015 are set out in the consolidated profit and loss
account on page 49.

Dividend

An interim dividend of $0.27 per share (2013/14: $0.18 per share) was paid on 20 April 2015. The
Directors recommended a final dividend of $0.33 per share (2013/14: $0.13 per share), making a total
dividend of $0.60 per share for the full year ended 30 June 2015 (2013/14: $0.31 per share). The
proposed final dividend, if approved at the forthcoming annual general meeting of the Company, will be
payable in cash, with an option for the shareholders of the Company to receive new fully paid shares of
nominal value of $0.10 each in the share capital of the Company in lieu of cash, or partly in cash and
partly in new shares under a scrip dividend scheme.

Five year financial summary

A summary of the results and of the assets and liabilities of the Group for the last five financial years is
shown on page 46.

Reserves

Movements in the reserves of the Group and the Company during the year are set out on pages 56 to 57
and note 34 to the consolidated financial statements respectively.

Distributable reserves

The reserves available for distribution to the shareholders of the Company amounted to $1,239,999,000
at 30 June 2015 (30 June 2014: $1,657,904,000).

Donations

During the year, charitable and other donations made by the Group amounted to $10,000 (2013/14:
$70,000).

Fixed assets

Details of the movements in fixed assets are shown in note 20 to the consolidated financial statements.



REPORT OF THE DIRECTORS

(Financial figures are expressed in Hong Kong dollars)

Share capital

Details of the movements in share capital of the Company are shown in note 32 to the consolidated
financial statements.

Directors

The Directors of the Company during the year and up to the date of this report were:

*  Mr. Kwok Ping-luen, Raymond ** Dr. Li Ka-cheung, Eric, JP
Chairman

** Mr. Ng Leung-sing, /P

*  Mr. Cheung Wing-yui'
Deputy Chairman ** Mr. Yang Xiang-dong

*  Mr. Fung Yuk-lun, Allen’ ** Mr. Gan Fock-kin, Eric
Deputy Chairman

** Mrs. Ip Yeung See-ming, Christine

Mr. Douglas Li?

Mr. Chau Kam-kun, Stephen?
Interim Chief Executive Officer

Mr. Chan Kai-lung, Patrick

*  Mr. David Norman Prince

*  Mr. Siu Hon-wah, Thomas

* Mr. Tsim Wing-kit, Alfred

*  Mr. John Anthony Miller

*  Non-Executive Director
** Independent Non-Executive Director

Notes:

1.

Mr. Cheung Wing-yui and Mr. Fung Yuk-lun, Allen were appointed Deputy Chairmen of the Company both
with effect from 19 December 2014.

Mr. Douglas Li resigned as Executive Director and Chief Executive Officer of the Company with effect from 1
September 2015.

Mr. Chau Kam-kun, Stephen was appointed Executive Director of the Company with effect from 2 April 2015,
and Interim Chief Executive Officer of the Company with effect from 1 September 2015.
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REPORT OF THE DIRECTORS

(Financial figures are expressed in Hong Kong dollars)

In accordance with Bye-law No. 84 of the Company’s Bye-laws, Mr. Cheung Wing-yui, Mr. Chan Kai-
lung, Patrick, Mr. David Norman Prince, Mr. John Anthony Miller and Mr. Gan Fock-kin, Eric retire by
rotation at the forthcoming annual general meeting. In accordance with Bye-law No. 83(2), Mr. Chau
Kam-kun, Stephen also retires at the forthcoming annual general meeting. All retiring Directors, being
eligible, offer themselves for re-election. All remaining Directors shall continue in office.

The term of office of the Non-Executive Directors shall be governed by the provisions of Bye-law No. 84
of the Company’s Bye-laws.

None of the Directors proposed for re-election has a service agreement with the Company or any of its
subsidiaries which is not determinable within one year without payment of compensation, other than
statutory compensation.

The Company has received from each Independent Non-Executive Director a written annual confirmation
of his or her independence pursuant to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”), and considers that all the Independent Non-
Executive Directors are independent.

Directors’ emoluments

The directors’ fees payable to the Directors of the Company are determined by the Board under the
authority granted by shareholders at annual general meetings. The fees are subject to annual assessment
based on prevailing market rate of directors’ fees for companies listed in Hong Kong. Other emoluments,
if any, payable to the Directors of the Company are based on terms of the respective service contracts.
Details of the emoluments paid and payable to the Directors of the Company for the financial year ended
30 June 2015 are shown in note 12 to the consolidated financial statements.

Directors’ interests in contracts of significance

Apart from the connected transactions referred to in this report, no other contracts of significance in
relation to the Group’s business to which the Company or its subsidiaries was a party and in which a
Director of the Company had a material interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.

Biographical details of Directors

Brief biographical details of the Directors are set out on pages 37 to 44.



REPORT OF THE DIRECTORS

(Financial figures are expressed in Hong Kong dollars)

Directors’ and chief executive's interests

As at 30 June 2015, the interests or short positions of the Directors and chief executive of the Company
in the shares, underlying shares and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance (the “SFO")) which were notified
to the Company and The Stock Exchange of Hong Kong Limited (the “HKSE") pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions which they were taken or deemed to
have under such provisions of the SFO), or which were recorded in the register required to be kept by
the Company under section 352 of the SFO, or which were required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code"”) set out in Appendix 10 to the
Listing Rules, to be notified to the Company and the HKSE, were as follows:

1. Long positions in shares and underlying shares of the Company

Number of shares held

Number of
underlying
shares held
Other under equity % of shares
Name of Director interests Total derivatives Total in issue
Kwok Ping-luen, Raymond 4,565,544’ 4,565,544 - 4,565,544 0.43
Douglas Li - - 9,400,000? 9,400,000 0.89
Chau Kam-kun, Stephen 11,000 11,000 2,000,0002 2,011,000 0.19
Chan Kai-lung, Patrick - - 2,000,0002 2,000,000 0.19
Notes:
1. Mr. Kwok Ping-luen, Raymond was deemed to be interested in these shares in the

Company by virtue of him being a beneficiary of a discretionary trust for the purpose of

Part XV of the SFO.

2. These underlying shares of the Company represented the share options (being regarded
for the time being as unlisted physically settled equity derivatives) granted by the
Company. Details of these share options are shown in the section entitled “Share option

schemes”.

3. These shares in the Company were held by the spouse of Mr. Chau Kam-kun, Stephen.
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REPORT OF THE DIRECTORS

(Financial figures are expressed in Hong Kong dollars)

2. Long positions in shares and underlying shares of the associated
corporations of the Company

(a) Sun Hung Kai Properties Limited (“SHKP")

Number of shares held

Personal Number of
interests underlying
(held as shares held
beneficial Other under equity % of shares
Name of Director owner) interests Total derivatives Total in issue
Kwok Ping-luen, Raymond 188,743 496,514,186 496,702,929 - 496,702,929 17.27
Chau Kam-kun, Stephen 1,000 - 1,000 83’ 1,083 0
(personal
interests in
warrants)
David Norman Prince 2,000 - 2,000 1662 2,166 0
(personal
interests in
warrants)
Siu Hon-wah, Thomas - 7,000 7,000 58325 7,583 0

(other interests
in warrants)

Tsim Wing-kit, Alfred - - - 48,000° 48,000 0
(personal
interests in
share options)

John Anthony Miller - - - 48,000° 48,000 0
(personal
interests in
share options)

Li Ka-cheung, Eric - 4,028° 4,028 3357 4,363 0
(other interests
in warrants)

Notes:

1. Mr. Kwok Ping-luen, Raymond was deemed to be interested in these shares in SHKP by virtue
of him being a beneficiary of certain discretionary trusts for the purpose of Part XV of the
SFO.

2. These underlying shares of SHKP represented the warrants of SHKP (being regarded for the

time being as listed physically settled equity derivatives). Each warrant entitles the holder
thereof to subscribe at any time during the period from 23 April 2014 to 22 April 2016 (both
days inclusive) for one fully paid new share in SHKP at an initial subscription price of $98.60
per new share (subject to adjustment).



REPORT OF THE DIRECTORS

(Financial figures are expressed in Hong Kong dollars)

These underlying shares of SHKP represented the share options (being regarded for the time
being as unlisted physically settled equity derivatives) granted by SHKP under its share option

scheme. Details of these share options are shown below:

Number of share options
Cancelled/

Outstanding Granted  Exercised Lapsed Outstanding

Exercise at 1 July during during during  at 30 June

Name of Director Date of grant price  Exercise period* 2014 the year the year the year 2015

$

Kwok Ping-luen, 12 July 2010 11140 12 July 2011 to 100,000 - (100,000) - -
Raymond 11 July 2015

Tsim Wing-kit, Alfred 11 July 2014 106.80 11 July 2015 to N/A 48,000 - - 48,000
10 July 2019

John Anthony Miller 11 July 2014 106.80 11 July 2015t N/A 48,000 - - 48,000
10 July 2019

* The share options of SHKP can be exercised up to 30% of the grant from the first

anniversary of the date of grant, up to 60% of the grant from the second anniversary
of the date of grant, and in whole or in part of the grant from the third anniversary
of the date of grant.

These shares in SHKP were held jointly by Mr. Siu Hon-wah, Thomas and his spouse.

These warrants of SHKP were held jointly by Mr. Siu Hon-wah, Thomas and his spouse.

These shares in SHKP were held by the spouse of Dr. Li Ka-cheung, Eric.

These warrants of SHKP were held by the spouse of Dr. Li Ka-cheung, Eric.
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(b) SUNeVision Holdings Ltd. (“SUNeVision”)

Number of shares held

Personal Number of
interests underlying
(held as shares held
beneficial Other under equity % of shares

Name of Director owner) interests Total derivatives Total in issue

Kwok Ping-luen, Raymond - 3,485,000 3,485,000 - 3,485,000 0.15

Chau Kam-kun, Stephen 50,000 - 50,000 - 50,000 0

Note:

1. Mr. Kwok Ping-luen, Raymond was deemed to be interested in these shares in SUNeVision by
virtue of him being a beneficiary of certain discretionary trusts for the purpose of Part XV of
the SFO.

(@] Mr. Kwok Ping-luen, Raymond had the following interests in shares of the following

associated corporations:

Attributable

Attributable % of shares Actual Actual %

holding in issue Holding interests

Name of associated through through through in issued

corporation corporation corporation corporation shares

Splendid Kai Limited 2,500 25 1,500" 15

Hung Carom Company Limited 25 25 151 15

Tinyau Company Limited 1 50 1 50

Open Step Limited 8 80 4 40
Note:

1. Mr. Kwok Ping-luen, Raymond was deemed to be interested in these shares by virtue of him

being a beneficiary of a discretionary trust for the purpose of Part XV of the SFO.

Save as disclosed above, as at 30 June 2015, none of the Directors or chief executive of the Company
had any interests or short positions in any shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of Part XV of the SFO) which would have to be
notified to the Company and the HKSE pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they were taken or deemed to have under such provisions of the SFO),
or which were recorded in the register required to be kept by the Company under section 352 of the
SFO, or which were required to be notified to the Company and the HKSE pursuant to the Model Code.
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Share option schemes

The Company operates two share option schemes, which are:

(1) share option scheme adopted and become effective on 15 November 2002 and terminated on 8
December 2011 (the “Old Scheme”); and

(2) share option scheme adopted on 2 November 2011 and become effective on 8 December 2011
(the “New Scheme”).

Pursuant to the Old Scheme and the New Scheme (collectively the “Schemes”), the Company granted/
may grant options to participants, including Directors and employees of the Group, to subscribe for the
shares of the Company. No further options can be granted under the Old Scheme upon its termination.
However, for the outstanding options granted and yet to be exercised under the Old Scheme, the
existing rights of the grantees are not affected.

1. Principal terms of the Schemes

A summary of the principal terms of the Schemes is set out below pursuant to the requirements
as contained in Chapter 17 of the Listing Rules:

(a)

Purpose

The purpose of the Schemes is to reward participants who have made a valuable
contribution to the growth of the Group and to enable the Group to recruit and/or to
retain employees who are regarded as valuable to the Group or are expected to be able to
contribute to the business development of the Group.

Participants

Any employee, agent, consultant or representative of the Company or any of the
subsidiaries, including any director of the Company or any of the subsidiaries who has
made valuable contribution to the growth of the Group based on his work experience,
industry knowledge, performance, business connections or other relevant factors, will be
eligible to participate in the Schemes at the invitation of the Directors.

Maximum number of shares available for issue

The Company can issue options so that the total number of shares that may be issued
upon exercise of all options to be granted under all the share option schemes of the
Company does not in aggregate exceed 10% of the shares in issue on the respective date
of adoption of each of the Schemes. In respect of the New Scheme, the Company may
renew this limit at any time, subject to shareholders’ approval and the issue of a circular
and in accordance with the Listing Rules provided that the number of shares to be issued
upon exercise of all outstanding options granted and yet to be exercised under all the
share option schemes of the Company does not exceed 30% of the shares in issue from
time to time. At 1 September 2015, the number of shares available for issue in respect
thereof is 102,761,185 shares which represents approximately 9.70% of the issued shares
of the Company.
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Maximum entitlement of each participant

The maximum entitlement for any participant is that the total number of shares issued and
to be issued upon exercise of options granted and to be granted in any 12-month period
up to the date of the latest grant does not exceed 1% of the relevant class of shares in
issue.

Time of exercise of option

The exercise period of any option granted under the Schemes shall be determined by the
Board but such period must not exceed 10 years from the date of grant of the relevant
option.

The Schemes do not specify any minimum holding period before the option can be
exercised but the Board has the authority to determine the minimum holding period when
the options are granted.

Payment on acceptance of option

Acceptance of offer to grant an option shall be sent in writing together with a remittance
in favour of the Company of $1.00 by way of consideration for the grant and must be
received by the secretary of the Company within 28 days from the date of the making of
such offer.

Basis of determining the exercise price

The price per share payable upon the exercise of any option will be determined by the
Directors upon the grant of such option. It will be at least the higher of (i) the average
closing price of a share as stated in the daily quotations sheets issued by the HKSE for
the 5 business days immediately preceding the day of offer of such option; (ii) the closing
price of a share as stated in the HKSE’s daily quotations sheet on the day of offer of such
option, which must be a business day; and (iii) the nominal value of a share.

Remaining life

The New Scheme shall be valid and effective for a period of 10 years commencing from
the adoption of the New Scheme on 2 November 2011.
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Movements of share options

Movements of the share options granted to the participants pursuant to the Schemes during the
year ended 30 June 2015 are as follows:

Number of share options
Outstanding Granted Exercised Cancelled/  Outstanding
Exercise at 1 July during during  Lapsed during at 30 June
Grantee Date of grant price  Exercise period’ 2014 the year the year the year 2015
§
Share options granted
under the Old Scheme
Directors
Douglas Li 13 June 2011 1278 13June 2012 to 10,000,000 - (600,000 - 9,400,000
12 June 2016
Chau Kam-kun, Stephen? 13 June 2011 1278 13June 2012 to 2,000,000 - - - 2,000,000
12 June 2016
Chan Kai-lung, Patrick 13 June 2011 1278 13June 2012 to 2,000,000 - - - 2,000,000
12 June 2016
Employees under continuous 13 June 2011 1278 13June 2012 to 16,925,000 - (7,471,500 (75,000) 9,378,500
contracts 12 June 2016
30 September 2011 1312 30 September 2012 to 315,000 - (315,000)° - -
29 September 2016
31 October 2011 1496 31 October 2012 to 150,000 - - (150,000) -
30 October 2016
30 November 2011 13.02 30 November 2012 to 277,500 - - - 277,500
29 November 2016
Share options granted
under the New Scheme
Enmployees under continuous 30 December 2011 1352 30 December 2012 to 375,000 - (187,500)° (75,000) 112,500
contracts 29 December 2016
29 February 2012 16.56 1 March 201310 28 300,000 - - (300,000) -
February 2017
Notes:
1. The share options can be exercised up to one-third of the grant from the first anniversary of the date

of grant, up to two-thirds of the grant from the second anniversary of the date of grant, and in whole

or in part of the grant from the third anniversary of the date of grant.

2. Mr. Chau Kam-kun, Stephen was appointed Director of the Company with effect from 2 April 2015.
The share options held by him were previously regarded as share options held by employee under

continuous contract.

3. The weighted average closing price of the shares of the Company immediately before the date on
which these share options were exercised was $13.49 per share.
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4. The weighted average closing price of the shares of the Company immediately before the date on
which these share options were exercised was $14.70 per share.

5. The weighted average closing price of the shares of the Company immediately before the date on
which these share options were exercised was $14.20 per share.

6. The weighted average closing price of the shares of the Company immediately before the date on
which these share options were exercised was $14.73 per share.

Other than the share options stated above, no share options had been granted by the Company
to other participants pursuant to the Schemes. Save as disclosed above, no other share options
were granted, exercised, cancelled or lapsed during the year.

Interests of substantial shareholder

As at 30 June 2015, the interests or short positions of the persons, other than Directors or chief
executive of the Company, in the shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the Company under section 336 of the SFO, were as
follows:

Long positions in shares of the Company

Total number % of shares
Name of shares in issue
Sun Hung Kai Properties Limited (“SHKP")! 703,482,100 66.57%
Note:
1. TFS Development Company Limited (“TFS™”) and Cellular 8 Holdings Limited (“Cellular 8, a wholly owned

subsidiary of TFS) held 28,905,733 shares and 674,576,367 shares in the Company respectively. For the
purpose of Part XV of the SFO, TFS was deemed to be interested in 674,576,367 shares in the Company held
by Cellular 8. Accordingly, TFS had interests and deemed interests in an aggregate of 703,482,100 shares in
the Company.

In addition, TFS is a wholly-owned subsidiary of Fourseas Investments Limited (“Fourseas”) which in turn is
a wholly-owned subsidiary of SHKP. For the purpose of Part XV of the SFO, SHKP and Fourseas were also
deemed to be interested in the above-mentioned 703,482,100 shares in the Company.

Save as disclosed above, as at 30 June 2015, the Company had not been notified by any persons (other
than Directors or chief executive of the Company) who had interests or short positions in the shares or
underlying shares of the Company which would fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the register required to be kept by
the Company under section 336 of the SFO.
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Arrangement to purchase shares or debentures

Other than the share options as mentioned above, at no time during the year was the Company or
any of its subsidiaries or the Company’s holding company or any subsidiaries of the holding company a
party to any arrangement to enable the Directors of the Company to acquire benefits by means of the
acquisition of shares in or debentures of the Company or of any other body corporate.

Directors’ interests in competing business

None of the Directors of the Company has interest in any business which may compete with the business
of the Group.

Sufficiency of public float

Based on the information that is publicly available to the Company and within the knowledge of its
Directors, it is confirmed that there is sufficient public float of the Company’s shares in the market at the
date of this report.

Purchase, sale or redemption of shares

At no time during the year ended 30 June 2015 was there any purchase, sale or redemption by the
Company, or any of its subsidiaries, of the Company's shares.

Pre-emptive rights

There is no provision for pre-emptive rights under either the Company's Bye-laws or the laws in
Bermuda.

Management contracts

No contracts concerning the management and administration of the whole or any substantial part of the
business of the Company were entered into or existed during the year.

Major suppliers and customers

The percentages of the Group's purchases and revenues attributable to major suppliers and customers
are as follows:

Percentage of purchases attributable to the Group’s largest supplier 79%
Percentage of purchases attributable to the Group's five largest suppliers 81%
Percentage of revenues attributable to the Group’s largest customer 51%
Percentage of revenues attributable to the Group’s five largest customers 65%

None of the Directors, their associates and shareholders of the Company (which to the knowledge of the
Directors own more than 5% of the issued share capital of the Company) had an interest in the major
suppliers or customers noted above.
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Connected transactions

1. Certain related party transactions as disclosed in note 36 to the consolidated financial statements
also constituted connected transactions. The following transactions between certain connected
persons (as defined in the Listing Rules) and the Group have been entered into and/or are
continuing for which relevant announcements, if necessary, had been made by the Company in
accordance with the requirements of the Listing Rules.

(a) Certain subsidiaries and associated companies of Sun Hung Kai Properties Limited
(“SHKP"), the controlling shareholder of the Company, have leased premises to the Group
for use as offices, retail stores and warehouses and have granted licences to the Group
for the installation of base stations, antennae and telephone cables on certain premises
owned by them. For the year ended 30 June 2015, rental and licence fees paid and
payable to subsidiaries and associated companies of SHKP totalled $112,580,000.

(b) Sun Hung Kai Properties Insurance Limited, a wholly-owned subsidiary of SHKP, provides
general insurance services to the Group. For the year ended 30 June 2015, insurance
premiums paid and payable were $8,034,000.

The above continuing connected transactions have been reviewed by the Company’s Independent
Non-Executive Directors. The Independent Non-Executive Directors confirmed that these
transactions were entered into in the ordinary and usual course of business of the Group; on
normal commercial terms or better; and according to the agreement governing them on terms
that are fair and reasonable and in the interests of the shareholders of the Company as a whole.

The Company’s auditor was engaged to report on the Group's continuing connected transactions
in accordance with Hong Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information” and with
reference to Practice Note 740 “Auditor’s Letter on Continuing Connected Transactions under the
Hong Kong Listing Rules”, issued by the Hong Kong Institute of Certified Public Accountants. The
auditor has issued a report containing the findings and conclusions in respect of the continuing
connected transactions disclosed by the Group under this section in accordance with paragraph
14A.56 of the Listing Rules.

2. At 30 June 2015, the Group had an interest in an associate, the major shareholder of which is
a subsidiary of SHKP. The principal activity of the associate is to invest in an equity fund which
primarily invests in technology related companies in the People’s Republic of China.

The above disclosure of the continuing connected transactions of the Group has complied with the
disclosure requirements in accordance with the Listing Rules.
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Auditor

The financial statements have been audited by PricewaterhouseCoopers who retire and, being eligible,
offer themselves for re-appointment. As recommended by the Audit Committee of the Company, a
resolution for their re-appointment as auditor of the Company will be proposed at the forthcoming
annual general meeting of the Company.

On behalf of the Board
Kwok Ping-luen, Raymond
Chairman

Hong Kong, 1 September 2015
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CORPORATE GOVERNANCE REPORT

Corporate Governance

The Company is committed to building and maintaining high standards of corporate governance.
Throughout the year ended 30 June 2015, the Company has applied the principles and complied with
the requirements set out in the Corporate Governance Code and Corporate Governance Report (the
"CG Code") contained in Appendix 14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”), except for the following deviations:

Code Provision A.4.1 of the CG Code provides that non-executive directors should be appointed for a
specific term. Non-Executive Directors of the Company are not appointed with specific term but they are
required to retire from office by rotation and are subject to re-election by shareholders at annual general
meeting once every three years in accordance with the Company’s Bye-laws. As such, no Director has a
term of appointment longer than three years.

Code Provision A.6.7 of the CG Code provides that independent non-executive directors and other non-
executive directors should attend general meetings and develop a balanced understanding of the views
of shareholders. Code Provision E.1.2 of the CG Code also provides that the chairman of the board
should attend the annual general meeting. Mr. Kwok Ping-luen, Raymond, Non-Executive Director and
Chairman of the Board, and Mr. Yang Xiang-dong, Mr. Gan Fock-kin, Eric and Mrs. Ip Yeung See-ming,
Christine, Independent Non-Executive Directors, were unable to attend the annual general meeting of
the Company held on 4 November 2014 due to overseas commitments or other prior engagements. The
remaining eight Independent Non-Executive Directors and Non-Executive Directors (representing 6