Notes to the

Financial Statements

S O 5 Wi
FOR THE YEAR ENDED 30 JUNE 2001
BE_FFFAA= A LR

GENERAL

The Company is a public limited company incorporated in the Cayman
Islands under the Companies Law (Revised) Chapter 22 of the Cayman
Islands as an exempted company with its shares listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The ultimate holding
company is Champion Technology Holdings Limited (“Champion”), also a
public limited company incorporated in the Cayman Islands with its shares
listed on the Stock Exchange.

The Company is an investment holding company. Its subsidiaries are
principally engaged in the design, manufacture and distribution of radio and
internet-based communications systems and equipment and investments in

e-commerce projects.

ADOPTION OF A REVISED STATEMENT OF STANDARD
ACCOUNTING PRACTICE

In the current year, the Company and its subsidiaries (hereinafter collectively
referred to as the “Group”) adopted the Statement of Standard Accounting
Practice No. 14 (Revised) “Leases” (“SSAP 14 (Revised)”) issued by the
Hong Kong Society of Accountants for the first time.

SSAP 14 (Revised) has introduced some amendments to the basis of
accounting for finance and operating leases, and to the disclosures specified
for the Group’s leasing arrangements. These changes have not had any effect
on the results for the current or prior accounting periods and, accordingly,
no prior period adjustment has been required. Disclosures for all of the
Group’s leasing arrangements have been modified so as to comply with the
requirements of SSAP 14 (Revised). Comparative amounts have been restated

in order to achieve a consistent presentation.
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Notes to the Financial Statements BB i Bk
For the Year Ended 30 June 2001 #%E _FE—4FAH =1 H ILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EEEFIEUR

The financial statements have been prepared under the historical cost
convention and in accordance with accounting principles generally accepted

in Hong Kong. The principal accounting policies adopted are as follows:
Basis of consolidation

The consolidated financial statements incorporate the financial statements

of the Group made up to 30 June each year.

The results of subsidiaries acquired or disposed of during the year are included
in the consolidated income statement from the effective dates of acquisition

or up to the effective date of disposal, as appropriate.

All significant inter-company transactions and balances within the Group

have been eliminated on consolidation.
Goodwill and capital reserve

Goodwill or capital reserve arising on acquisition of a subsidiary represents
respectively the excess or shortfall of the purchase consideration over the
Group’s share of the fair value ascribed to the separable net assets of the
subsidiary at the date of acquisition. Goodwill or capital reserve is written

off or credited directly to reserves respectively in the year of acquisition.

On disposal of a subsidiary, the attributable amount of goodwill or capital
reserve previously written off against or credited to reserves is included in

the determination of the profit or loss on disposal.
Revenue recognition

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

passed. Service income is recognised when the services are rendered.

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

term.

Distributions for the Group’s investments in e-commerce projects are

recognised when the Group’s right to receive the distributions has been

established.

Interest income is accrued on a time basis by reference to the principal

outstanding and at the interest rate applicable.

Dividend income is recognised when the Group’s right to receive payment
has been established.
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Notes to the Financial Statements BB B i
For the Year Ended 30 June 2001 #%£ =%F% 44N H =+ H IL4FE

SIGNIFICANT ACCOUNTING POLICIES - Continued
Property, plant and equipment

Property, plant and equipment are stated at cost less depreciation. The cost of
an asset comprises its purchase price and any directly attributable costs of
bringing the asset to its present working condition and location for its intended
use. Expenditure incurred after the property, plant and equipment have been
put into operation, such as repairs and maintenance and overhaul costs, is
normally charged to the income statement in the period in which it is
incurred. In situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future economic benefits
expected to be obtained from the use of the property, plant and equipment,
the expenditure is capitalised as an additional cost of the property, plant and

equipment.

The gain or loss arising from disposal or retirement of an asset is determined
as the difference between the sale proceeds and the carrying amount of the

asset and is recognised in the income statement.

Where the recoverable amount of an asset has declined below its carrying
amount, the carrying amount is reduced to reflect the decline in value. In
determining the recoverable amount of assets, expected future cash flows are

not discounted to their present values.

Depreciation 1s provided to write off the cost of property, plant and equipment
over their estimated useful lives, using the straight line method, at the following

rates per annum:

Freehold land Nil
Leasehold land and buildings Over the shorter of the remaining
unexpired terms of the relevant leases
or 50 years

Plant and machinery and 10-50%

telecommunications networks

Assets held under finance leases are depreciated over their estimated useful

lives on the same basis as own assets or the terms of the leases, where shorter.

3. FEEFBUR— &

Yook ~ Wb Bt A

WIS ~ RS BBU T A BRI B AR SR o B
2R L N R A e 4 Y o 2 R R D K
AT B AR E T A BRI AG A o TR
2 ~ S RS BB IR AT EE AR Z B >
WA B fr OB 2 B A i R A AT 2
R R AR o i RETE T HLBE A B B SCRESR Ris%
L ER I I G P L e
LB S B E 36 ~ RS Bt < BRANAS -

TR B 2 i e 18 ) % ) I i
HE MR 2 E > IR E AR R AT LA

27
i o

i < mT ] AR AR T > PR (B2
VESSAE - LASWRAB (B 1 2k o 7E 78 5 Al i ] <38
B o FEHORAC B B A AN B $E BL IR 2 (B AR AT
=

W12 ~ Wibs BBt 2 AN E LA ELRRIE T8 - Al
at A AR T DAEN > MR IR AE

IR GERE L 4
TR FA 2 A IR 240 2 1 R A
L HET AR AR

JAES - BEAS Be FERIAEAS 10-50%

L LB 2 T T LT P sk
HLSEAER) (e 2RI 1 1 B 2 2
HETHS -

PAGE 29 KANTONE HOLDINGS LIMITED



Notes to the Financial Statements BB i Bk
For the Year Ended 30 June 2001 #%E _FE—4FAH =1 H ILFE

3. SIGNIFICANT ACCOUNTING POLICIES - Continued 3. FEEFBUR— &

Leases

Leases are classified as finance leases when the terms of the lease transfer
substantially all the risks and rewards of ownership of the assets concerned
to the Group. Assets held under finance leases are capitalised at their fair
values at the date of acquisition. The corresponding liability to the lessor, net
of interest charges, is included in the balance sheet as a finance lease obligation
of the Group.The finance costs, which represent the difference between the
total leasing commitments and the fair value of the assets acquired, are charged
to the income statement over the period of the relevant lease so as to produce
a constant periodic rate of charge on the remaining balance of the obligations

for each accounting period.

All other leases are classified as operating leases and the rentals payable are
charged to the income statement on a straight line basis over the relevant

lease term.
Investments in subsidiaries

A subsidiary is an enterprise in which the Company, directly or indirectly,
holds more than half of the issued share capital, or controls more than half of
the voting power, or where the Company controls the composition of its

board of directors or equivalent governing body.

Investments in subsidiaries are stated at cost or carrying value, as reduced by
any impairment loss of the subsidiary that is other than temporary. Results
of subsidiaries are accounted for by the Company on the basis of dividends

received or receivable during the year.
Systems and networks

Systems and networks represent all direct costs incurred by the Group in
setting up systems and networks, including the cost of equipment,
development cost and subcontracting expenditure. Such assets are recognised

only if all of the following conditions are met:

— an asset is created that can be identified (such as software and new

processes);

— itis probable that the asset created will generate future economic benefits;

and

— the development cost of the asset can be measured reliably.

KANTONE HOLDINGS LIMITED PAGE 30

LiiNsy

JUREESHUE - A5HEA T B2 2 P e S ik
PO HR RS A [ AT > 495 S G A A -
IRBERNEA B T BRI H 2 AF
FEEBIEEA o TN ZAHEAE (S 0ERF
) G ASE I 2 Rl A BRI IO AR -
il 0 T (RIVREL 5 AR 31 A B P A S S 7 2
EME 2 250 NS E 2 48 > ARER
FABR > ABCERR AR BRGNS EraHi i 2 [ E 2
LELE &

i HARE B35 2 At 8 HEAT 2 DA
AR AL AR ) Pl T A TR 45 3R A Bl B $H 48 R4

Hb g 2 vl 2 e

Wi JBS 2 ml R PR AR A ) B A L B A TAA
—LU L BRI DL SR i
FEEFEFERREZ AR

WP 2 ) 2 BT A B e e (LA T i A Bk
{EHERS (BRIFPEERRSD KIUMR - AR FRIRERZE
T % JEE 8 5 R R B A T 2 A o

FRI90 B AR J AN SR TR R AL R 9 B MR IR BT/ AR

B BRI > ALIERM A ~ BB AT
YRR o a5 S A A A SRR O e -

7 o T DA (AP R

—  HER ARBTG5 K

—  REVISERHIE B 2 BEEAS o



Notes to the Financial Statements BB B i
For the Year Ended 30 June 2001 #%£ =%F% 44N H =+ H IL4FE

SIGNIFICANT ACCOUNTING POLICIES - Continued
Systems and networks - Continued

Development cost that cannot fullfil the above conditions is recognised as
an expense in the period in which it is incurred. Systems and networks that
fullfil the above conditions are amortised on a straight line basis over their
estimated useful lives, subject to a maximum of five years. Where the
recoverable amount of systems and networks has declined below their carrying

amount, the carrying amount is reduced to reflect the decline in value.
Investments in e-commerce projects

Investments in e-commerce development projects represent the Group’s
investment costs incurred on internet-based business projects over which
the Group receives distributions from these projects based on an agreed
percentage of the net revenue of each project. The investment costs are
written off using the straight line method over the estimated life of the
individual project from the date of commencement of commercial operations
subject to a maximum of five years. Where the recoverable amount of the
investments has declined below their carrying amount, the carrying amount

is reduced to reflect the decline in value.
Investments in securities

Investments in securities are recognised on a trade-date basis and are initially

measured at cost.

Investments other than held-to-maturity debt securities are classified as

investment securities and other investments.

Investment securities, which are securities held for an identified long term
strategic purpose, are measured at subsequent reporting dates at cost, as

reduced by any impairment loss that is other than temporary.

Other investments are measured at fair value, with unrealised gains and losses

included in the net profit or loss for the year.
Inventories

Inventories are stated at the lower of cost and net realisable value. Cost,
which comprises all costs of purchase and, where applicable, costs of
conversion and other costs that have been incurred in bringing the inventories
to their present location and condition, is calculated using the first-in, first-
out method. Net realisable value represents the estimated selling price in the
ordinary course of business less the estimated costs of completion and the

estimated costs necessary to make the sale.
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Notes to the Financial Statements BB i Bk
For the Year Ended 30 June 2001 #%E _FE—4FAH =1 H ILFE

3. SIGNIFICANT ACCOUNTING POLICIES - Continued 3. FEEFBUR— &

Taxation

The charge for taxation is based on the results for the year after adjusting for
items which are non-assessable or disallowed. Certain items of income and
expense are recognised for tax purposes in a different accounting period
from that in which they are recognised in the financial statements. The tax
effect of the resulting timing differences, computed under the liability method,
is recognised as deferred taxation in the financial statements to the extent
that it is probable that a liability or asset will crystallise in the foreseeable

future.
Research and development costs

Research costs are charged to the income statement in the year in which
they are incurred. Development costs are charged to the income statement
in the year in which it is incurred except where a major project is undertaken
and it is reasonably anticipated that development costs will be recovered
through future commercial activity. Such development costs are deferred
and written off over the life of the project from the date of commencement

of commercial operation subject to a maximum of five years.
Foreign currencies

Transactions in foreign currencies are translated at the approximate rates
ruling on the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are re-translated at the rates ruling on
the balance sheet date. Gains and losses arising on exchange are dealt with in

the income statement.

On consolidation, the financial statements of the operations outside Hong
Kong are translated at the rates ruling on the balance sheet date. All exchange

differences arising on translation are dealt with in the translation reserve.
Retirement benefit cost

Payments to defined contribution schemes are charged as expenses as they
fall due.

The expected costs of providing pensions for a defined benefit scheme, as
calculated periodically by professionally qualified actuaries, are charged to
the income statement so as to spread the costs over the service lives of
employees in the scheme operated by the Group in such a way that the
pension cost is a substantially level percentage of current and expected future

pensionable payroll.

TURNOVER AND PROFIT FROM OPERATIONS

Turnover represents the net amounts received and receivable for goods sold
and services provided by the Group to outside customers and distributions
received and receivable from the Group’s investments in e-commerce projects

during the year.
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Notes to the Financial Statements BB B i
For the Year Ended 30 June 2001 #&#%E —FF 4 H=+H IL4EE

TURNOVER AND PROFIT FROM OPERATIONS - Continued 4. ‘i ZE50 N K848 %5 F| — 47

The Group’s turnover and profit from operations analysed by principal IS AE [ g T RS It [ 1) 4 2 e SRR N A i |
activities and geographical locations were as follows: MR
Profit (loss)
Turnover from operations
BB REEA OB
2001 2000 2001 2000

SRR CETEE ER A TERE
HK$°000 HK$000 HKS$’000 HK$000
T TE TG T

By principal activities: e LTI
Sales of telecommunications B AR
equipment 609,240 720,057 129,066 124,090
Services rendered A 2 RS 88,225 56,375 7,691 3,565
Distributions from Group’s 2 B AR 7 T I E
investments in e-commerce projects B 153Uk 2,325 - (17,860) -
699,790 776,432 118,897 127,655
By geographical locations: 22 i [ ) 7
People’s Republic of China, e \ RILFIE
including Hong Kong and Macau LG s S 441,516 462,211 100,031 114,017
Europe BRI 224,449 263,129 16,510 12,474
Others HAth 33,825 51,092 2,356 1,164
699,790 776,432 118,897 127,655
OTHER REVENUE 5. HAbg A
2001 2000
TRBAE CRRRA
HKS$’000 HK$’000
T-W#L THIT
Included in other revenue is net investment income AU A R R
as follows: TiFAHAMYTA A
Interest earned on bank deposits and balances SRATAF 2K e S 7 I Bl B 2 1) .S, 4,951 6,270
Recovery of deposits paid in connection with i m] 4R A B A HUE E
telecommunications projects written off in prior year Z BT B 9,000 —
OTHER OPERATING EXPENSES 6. HAth &R 7
2001 2000
CRR AR R
HK$°000 HK$000
T#L THsIC
Systems and networks written off ES WSl E - 15,440
Deposits for telecommunications and Al S B A TE H 2 4 4 e
internet projects written off = 9,000
— 24,440
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Notes to the Financial Statements
For the Year Ended 30 June 2001

SOt 8 i i
WE TR A = H P

7. PROFIT FROM OPERATIONS

2001 2000
ZEER A R
HK$°000 HK$000
T#oL T
Profit from operations has been arrived at after charging: a5t A2 AIER
Directors’ remuneration (Note (1)) A (G 7,231 9,340
Staff costs IERNIWN 75,099 75,538
Retirement benefit scheme contributions (Note (ii)) ARARAE A AR (R 5T ) 2,625 2,782
Total staff costs Tk Tk A 3R 84,955 87,660
Amortisation of investments in e-commerce projects HESH A E TR RIAH 2 40 20,344 -
Auditors’ remuneration % BT 4 1,464 1,626
Cost of inventories recognised ELERRAT B 2 AR 430,760 475,835
Depreciation il
Owned assets Efn<yz3 32,046 34,529
Assets under finance leases i =giiN=g2yz3 960 778
Minimum lease payments paid under Fi RS A CAT 2 B IR
operating leases in respect of: FH & A
Rented premises HEYE 2,008 2,702
Machinery and equipment B S st 4,792 4,749
and after crediting: FEFtA -
Rental income from leasing of machinery and equipment TH B S s i TR AR B i A 46,703 25,282
Notes: B2t
(i) Information regarding directors’ and employees’ emoluments @)  ARE R R B Bk
2001 2000
SRR BB
HKS$°000 HK$°000
Tl FHIT
Directors WP
Fees to independent non-executive directors LI PATEE 2 S 40 40
Other emoluments to executive directors: ATE S Z AL S
Salaries and other benefits e S HAth A= A 2,460 2,427
Performance related incentive payments e TAERBLE I 884 4,500 6,755
Retirement benefit scheme contribution AR ARAE A Ak 231 118
7,231 9,340

B Eaitah > A— TN AP H > 35T 5 H %
T4£17,000,00003 17 A R 1Z0.37 120 7T 2 HERRHE o
AR A =R —4E T A0 H2R%K -

In addition to the above, on 4 February 1998, 17,000,000 share options of the Company
were granted to certain directors at an exercise price of HK$0.3712 per share. These

options were lapsed on 4 February 2001.
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7. PROFIT FROM OPERATIONS - Continued

Notes: — Continued

)

Information regarding directors’ and employees’ emoluments - Continued

Notes to the Financial Statements BB B i
For the Year Ended 30 June 2001  #(% = &% 4N H =+ H IL4E)E

Emoluments of the directors, excluding the share option benefits, were within the following

bands:

Nil - HK$1,000,000

HK$1,000,001 - HK$1,500,000
HK$1,500,001 - HK$2,000,000
HK$2,500,001 - HK$3,000,000
HK$3,500,001 - HK$4,000,000
HK$4,500,001 - HK$5,000,000

Employees

A B S B N B R — A
i 2 < O ELIE B IBEHER 25) AT T 5118

Number of director(s)

A
2001 2000
TRRAE ERTAE
41— 1,000,000 76 5 4
1,000,001 #57C — 1,500,000%5 70 - =
1,500,001 #57C — 2,000,000%5 70 1 1
2,500,001#57C — 3,000,000%5 70 - 1
3,500,001%7C — 4,000,000%5 7C - =
4.,500,001#57C — 5,000,000%5 70 1 1

The five highest paid individuals of the Group included two (2000: three) director of the

Company, details of whose emoluments are set out above. The emoluments of the remaining

three (2000: two) highest paid employees of the Group, not being directors of the Company,

are as follows:

Salaries and other benefits

Performance related incentive payments

Retirement benefit scheme contribution

Emoluments of these employees were within the following band:

Nil - HK$1,000,000

Retirement benefit scheme contributions

Defined contribution scheme

e K A A
ﬁIVE%%L%%ﬁJIZ@%ﬁ
AR IRAE AT SR

fE — 1,000,000%5 70

(i)

The Group did not operate any retirement schemes covering their employees in Hong

Kong in previous years. Commencing from December 2000, the Group enrolled all eligible

employees in Hong Kong into a mandatory provident fund (the “MPF”) scheme. The

retirement benefit cost of the MPF scheme charged to the consolidated income statement

represents contributions to the MPF scheme by the Group at rates specified in the rules of

the MPF scheme.

During the year, retirement benefits scheme contributions paid, net of nil forfeited

contributions, amounted to HK$10,500.

9 B
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2001 o0
SER o CFRTE
HK$°000 HKS$000
T#E Tk
2,636 1,651

- 106

172 0

2,808 1,864

HAE B2 T R

Number of employee(s)

WA
2001 2000
SRR CTEEE

3 2

AR IRAEF B R
A Wkt

ARG B AR A A BETE A v 0 20 AR B S AR TR
PR o | S B TEAE AT > A EEBE R
ﬁ{%ZF)fﬁAéffﬁ@E,,\ﬁm%ﬂﬁ/\ﬁi% [0 7
) s o JABR ARG FRANER < SR R R AR
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Notes to the Financial Statements
For the Year Ended 30 June 2001

SOt 8 i i
WE TR A = H P

7. PROFIT FROM OPERATIONS - Continued

Notes: — Continued

(1)

Retirement benefit scheme contributions - Continued
Defined benefits scheme

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

years.

Contributions to the scheme are charged to the income statement so as to spread the cost
of pensions over employees’ working lives with the Group.The contributions are determined
by a qualified actuary on the basis of triennial valuations using the projected unit method.
The most recent valuation was at 1 January 1999.The assumptions which have the most
significant effect on the results of the valuation are those relating to the rate of return on
investments and the rates of increase in salaries, pensions and share dividends. It was
assumed that the investment returns would be 7'4% per annum, that salary increase would
average 4'2% per annum with an addition for promotion increase, that the guaranteed
minimum pensions accruing after 5 April 1997 would increase at the rate of 3% per
annum, that share dividends would increase at 4%4% per annum, and that price inflation

would average 3'5% per annum.

The most recent actuarial valuation showed that the market value of the scheme’s assets
was HK$125,538,000 and that the actuarial value of these assets represented 98% of the
benefits that had accrued to members. The shortfall of HK$2,302,000 is cleared over the

estimated remaining service period of the current membership of 11 years.

8. FINANCE COSTS

KLt M — 4

AR PR ATk — A
AR it 3

AL T W A Flseor—IH A AT B AR AR
FUFHER] o LRRHR R A B BB 2 e AR
IRAEF ~ B Sl 2 frefk it an Bt o BLA #re
B AFI21 5% 2 A g B T 2 Bl st B o

Ft# BURORMR AR R T IER - DA RER RS A 12 1
BAASE B Z IR I R o4 o B & B AR
SR B = 4 R T AR AT A (ELIN AR A ft
AT — UL — H — BT - B {EAS
R B B A B BOE [ R Ko - B AK
S BB L 2 8 B 2 T 2 ARt o B IR B
THBFAET A% > TN i B2 I B 2 A AT 2941 0%
AINA T 2 5405 o SRS — JL LB 4R H
Hi% > Bt R BB IR SRR 3 e > 1
SRR 200 B8 - T EAS AR BE A543
3% o

R Z AN EER - G2 & ETE R
125,538,000 7G » T 5% 55 B2 2 K BB (E A4 I8 B 8
TRAE A 2 98% © £ H£92,302,000% 6.2 8 /KA » i
BURkAR B 2 T8 TR 68 IR AR 1 (LA 1L ARG R N T
;ﬁ °

8. WAHS A

2001 2000
BB ETTE
HKS$°000 HK$ 000
T THETT
Interest on: FE

Bank and other borrowings SRAT R A &
— wholly repayable within five years — R TLAR R R 15,523 16,411
— not wholly repayable within five years — PR AR N R SR 283 298
Finance leases il A 423 328
Total borrowing costs 85 B R AS 40 5H 16,229 17,037
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9.

10.

11.

Notes to the Financial Statements
For the Year Ended 30 June 2001

TAXATION

The (charge) credit comprises:

Hong Kong Profits Tax M TFH

Taxation in other jurisdictions

Deferred taxation (note 25)

Hong Kong Profits Tax is calculated at 16% on the estimated assessable profits
derived from Hong Kong. Taxation in other jurisdictions is calculated at the

rates prevailing in the respective jurisdictions.

The low effective tax rate is attributable to the fact that a substantial portion
of the Group’s profit neither arises in, nor is derived from, Hong Kong and
is accordingly not subject to Hong Kong Profits Tax and is not subject to

taxation in any other jurisdictions.

Details of deferred taxation for the year are set out in note 25.

NET PROFIT FOR THEYEAR

Of the consolidated profit of HK$101,832,000 (2000: HK$110,188,000), a
profit of HK$75,415,000 (2000: HK$719,000) has been dealt with in the

financial statements of the Company.

HAth 7] 325 4 [ 2 B IH

ARSERLIA (B 3E25)

10.

S Bt ik ik
et 2 S E N2 T

9. BilE

BLIH G ) HE R

2001 2000
SRR BT
HK$’000 HK$°000
T#E Tl
(87) (147)
(701) (410)
(788) (557)

4 4

(784) (553)

T FIARELTS AR B it < Al s HIERRBL i M2 16%
BT o HAth mlidi i 2 LI TG 1R ] =ikt
4 F 3R 2 BLRGA

TR 3 A 2 S PR Ry AR S R 20t M BRI el
BRI - IRIFIR A & - SO A AR
AT AR FEAh R 3 o [ 2 BRI o

AR FE R SER IE 2 FF RO B RE2S -

7% A JBE A

AAEJE Z S5 AR A £5101,832,00088 70 (T EEE
4 1 110,188,000%570) » HH175.415,000%5 70 (&
FFAF 1 719,000 70) 2 i A E S AAR L ] BB

o o

EARNINGS PER SHARE 11 B R 2 A
The calculation of the basic and diluted earnings per share is based on the LA T S R A A 2 AT AT 37 B Ay o
following data:
2001 2000
2 ZETEAE
HKS$°000 HK$°000
T#x TH#T
Earnings for the purpose of calculating DA AR R 488 v 45
basic and diluted earnings per share B Z B 101,832 110,188
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Notes to the Financial Statements BB i Bk
For the Year Ended 30 June 2001 #%E _FE—4FAH =1 H ILFE

11. EARNINGS PER SHARE - Continued 11, B Bt M) — 4
Number of shares
JBe Ay % H
2001 2000
TRR A ZRETLE
Weighted average number of shares for the purpose DIt B AR B 2
of calculating basic earnings per share INRE- R85 H 1,110,480,876 1,110,480,876
Potential dilutive shares issuable under the Company’s FRIEAS 23 ) 2 W FBE R ) vy
share option scheme BEAT LA VA 18,249,990 23,240,409
Z A ¥ E
Weighted average number of shares for the purpose PARHE RS IR B A 2
of calculating diluted earnings per share IREF- R 8 H 1,128,730,866 1,133,721,285
The weighted average number of ordinary shares for the purposes of earnings DARHEA B A 2 i1 I B B et — %%
per share has been adjusted for the bonus issue on 23 April 2001. —4EMH A= H ZALRIREEAE i o
12. PROPERTY, PLANT AND EQUIPMENT 12. ¥ 36~ W s Sk
Plant and
machinery
and tele-
Land and communications
buildings networks Total
THE GROUP AR LIRS WG BBk A K% R A & A
HKS$°000 HKS$°000 HK$°000
T#xL T#x T#x
COST PR
At 1 July 2000 N _FERRFELH—H 18,631 285,522 304,153
Currency realignment I 50,54 (1,160) (18,997) (20,157)
Additions wNE 73 17,652 17,725
Disposals i - (6,833) (6,833)
At 30 June 2001 N _FRE—FRH=1H 17,544 277,344 294,888
DEPRECIATION Ui#
At 1 July 2000 A RRTELH—H 3,069 186,125 189,194
Currency realignment 1 50,54 (177) (12,698) (12,875)
Provided for the year GERNE i 349 32,657 33,006
Eliminated on disposals H R - (6,364) (6,364)
At 30 June 2001 REFE—FNA=1H 3,241 199,720 202,961
NET BOOKVALUES R v AL
At 30 June 2001 REFE—FNA=1H 14,303 77,624 91,927
At 30 June 2000 N _FERRFENH=1H 15,562 99,397 114,959
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12. PROPERTY, PLANT AND EQUIPMENT - Continued

The net book values of the Group’s property interests
comprise:

Freehold properties held outside Hong Kong
Properties held outside Hong Kong under long leases

Net book value of property, plant and equipment held
under finance leases

The Group leases equipment to customers on operating
leases. The net book value of such equipment, which
is included in plant and machinery and
telecommunications networks, is as follows:

Customer equipment at cost
Less: Accumulated depreciation

Net book value

At 30 June 2001, centain land and buildings of the Group with a net book
value of HK$7,932,000 (2000: HK$8,692,000) were pledged to a bank as

security for banking facilities granted to the Group.

13. INVESTMENTS IN SUBSIDIARIES

Unlisted shares, at carrying value

The carrying value of the unlisted shares is based on the book values of the

underlying net assets of the subsidiaries at the time they became members of

the Group under the group reorganisation in 1996.

Included in amounts due from subsidiaries at 30 June 2001 is an amount of
approximately HK$7,555,000 (2000: HK$8,453,000) which is subordinated
to a bank which granted credit facilities of approximately HK$63,187,000

(2000: HK$67,400,000) to a subsidiary during the year.

Details of the Company’s principal subsidiaries at 30 June 2001 are set out in

note 36.

Notes to the Financial Statements BB B i
For the Year Ended 30 June 2001 #%£ =%F% 44N H =+ H IL4FE

12. 936~ W B s i — 4

THE GROUP
AT
2001 2000
SRR A EETE
HK$°000 HK$’000
THE T
AT 2 ) R N T
PR €L
IR S MBI K A el 2 10 3 13,155 14,380
T A SR 9260 2. 1 1,148 1,182
14,303 15,562
e PR SR 2 W03~ RS R
Z BRI (B 12,991 14,093
535 LS B S SR
B < W2 IETVHAE 45
TERS B RN o - 200
S :
b (2 RAE) 103,773 112,922
W REHTE 78,039 75,556
MR TR 7 {EL 25,734 37,366

AAEE N —FEE—FANH =T F IR T (E S
7,932,000% 70 (—FEEAF  8,692,000%70) Z AT
b R SR T ERAT - AR AN SR BT 2 SRAT
A& Z R -

13. Kt )& A ml 2 L&
THE COMPANY

AR
2001 2000
TRRAE TR
HK$°000 HK$’000
T# THIT
Tl B A 2 A (B 232,890 232,890

I LT BeAR < MR (LT AASE R — SUILN A A
R E A F A SR R B H > AR AR 2 iR
TE T V5 2y B o

MEFRE—AFRNA=TH AR 7R
KN Z 497,555,000 70 (- FEEAE  8,453,000%
J0) o Ty — P ERATVE B MUSRAT WA AR N4 T —
B A FI463,187,000 % T0 (mEEEA
67,400,000 70) 2 {5 BRIE ©

AR 0] A ) S S S S L
F RO HFRES6 ©
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Notes to the Financial Statements BB i Bk
For the Year Ended 30 June 2001 #%E _FE—4FAH =1 H ILFE

14. SYSTEMS AND NETWORKS

COST JEAR
At beginning of the year 4
Additions INE
Write-oft 65}
At end of the year 35

Systems and networks include all direct costs incurred in setting up and
development of internet based knowledge systems and networks. No
amortisation has been provided in the financial statements as such systems

and networks have not been put into commercial operations.

15. INTEREST IN E-COMMERCE PROJECTS

14. R M 4

THE GROUP
AGH
2001 2000

SRR TETL
HK$°000 HK$000
T TG

46,500 54,130
= 7,810
(15,440)

46,500 46,500

RIS A T B B A A T R
90 K A 2 AT BRI« o LA R A0
(AARBEANES - B BB o S =

15. R E T HEIHEE 2 i

THE GROUP
ARG
2001 2000

SRR TERE
HK$°000 HK$’000

T THETT

COST 5% S
At beginning of the year ) 140,081 -
Additions during the year HERTE 8,138 140,081
At end of the year & 148,219 140,081
AMORTISATION He s
Amortisation during the year and balance at end A R HESE T AR S A R

of the year 20,344 —
NET BOOK VALUE i ¥
At end of the year 4 127,875 140,081

The Group has entered into agreements with third parties to invest in e-
commerce projects. These agreements have contract terms of 20 years over
which the Group has the right to receive distributions based on an agreed
percentage of the net revenue of each of these projects. The Group’s interest
in these e-commerce projects is therefore amortised over the estimated
economic lives of the projects from the date of commencement of commercial

operations subject to a maximum of five years.
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Notes to the Financial Statements BB B i
For the Year Ended 30 June 2001 #&#%E —FF 4 H=+H IL4EE

16. INVESTMENTS IN SECURITIES 16. i 5 % &
THE GROUP
A4
Investment securities
Eid g
2001 2000
TR Mg O BTTF
HK$°000 HK$000
Tt THIT
Unlisted equity shares [ i 3,887 3,887
17. DEPOSITS 17. ¥ &
Deposits were paid in connection with projects relating to the followings: AL TIER A 24
THE GROUP
AL
2001 2000
R Mg O BTTF
HK$°000 HK$000
Tt THIT
Systems and networks EN W& 152,923 105,183
Internet operations B I A 2 65,875 42,625
Telecommunications projects EillJHH 55,800 =
274,598 147,808
18. INVENTORIES 18. £ &
THE GROUP
AL M
2001 2000
e & S e S R
HK$°000 HK$000
T THsIC
Raw materials JERk 18,387 18,192
Work in progress TER 13,359 14,256
Finished goods BRGE 18,880 21,724
50,626 54,172
Included above are raw materials of HK$76,260 (2000: HK$92,000) which R TE H AL R 76,2609 00 (CEEEAE 92,000
are carried at net realisable value. W0 » EAE A EBFEALR o
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Notes to the Financial Statements BB i Bk
For the Year Ended 30 June 2001 #% ~F%F—4FAH =1 H ILFREE

19. TRADE AND OTHER RECEIVABLES 19. JE W 5 By B At B 51
At 30 June 2001, the balance of trade and other receivables included trade REEEAERAZTA > BIE 5 RHAMIRRZ
receivables of HK$81,413,000 (2000: HK$97,433,000). The aging analysis ZEARH 581,413,000 7T (—FFEAE 1 97,433,000
of trade receivables at the reporting date is as follows: W70 Z I 7 IRk - MBI 5 MR s H 4
ZIRE AT
THE GROUP
AR
2001 2000

SRR CEETE
HK$°000 HK$’000

T#E Tl
0 - 60 days 0-60H 75,494 75,071
61 - 90 days 61 - 90H 3,031 7,030
91 - 180 days 91 - 180H 9211 8,670
> 180 days >180H 1,977 6,662

81,413 97,433

The Group maintains a well-defined credit policy regarding its trade customers ASE AR T2 B 5 % P R BBOR « ARG 8
dependent on their credit worthiness, nature of services and products, industry PRI ~ BRHS B B ML~ AT MRS Bl i DL
practice and condition of the market with credit period ranging from 30 to A T302180H ZfFHH -
180 days.
20. DEPOSITS, BANK BALANCES AND CASH 20. 17 3K~ $RAT 46 47 I Bl &=
THE GROUP THE COMPANY
ARG A
2001 2000 2001 2000

HK$’000 HK$000 HKS$’000 HK$000
T Fr TR T

Interest bearing deposits R EAEK 135,960 137,857 - -
Bank balances and cash SRATH A7 S 3 4 11,055 13,440 6 1
147,015 151,297 6 1
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21.

22.

TRADE AND OTHER PAYABLES

At 30 June 2001, the balance of trade and other payables included trade
payables of HK$16,844,000 (2000: HK$24,626,000). The aging analysis of

trade payables at the reporting date is as follows:

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

BANK BORROWINGS

Bank borrowings comprise the following:

Bank overdrafts

Trust receipts and import loans
Bank loans

Mortgage loan

Secured
Unsecured

The bank borrowings bear interest at prevailing market rates
and are repayable as of follows:

On demand or within one year

Between one to two years

Between two to five years
Opver five years

Less: Amount due with one year shown under
current liabilities

Amount due after one year

Notes to the Financial Statements BB B i
For the Year Ended 30 June 2001 #%£ =%F% 44N H =+ H IL4FE

21. HEAT B2 5 I Ho At MR K

R BT—AENA=TH o B S LR
A B P15 16,844,00045 0 (ZFFERAE + 24,626,000
WT) Z R Z R - EAT 5 B i ¥ A

ZHEBR AR T -
THE GROUP
A
2001 2000
CRBAE T
HKS$°000 HK$’000
Tl THTT
0-60H 11,394 15,263
61 - 90H 2,366 3,992
91 - 180H 2,389 5,371
>180H 695 —
16,844 24,626
20 SRATIE &
THE GROUP
A
2001 2000
“RBAE TTTE
HKS$°000 HK$000
Tt T IT
SRAT S 045 T 94578 -
SRATIE L 88,578 92,271
{5 WEMR IR Mo OBk 53,997 46,407
SRATEFK 5,000 5,000
i 45 Bk 3,584 4,173
151,159 147,851
A5 8,524 8,224
e A 142,635 139,627
151,159 147,851
BT R 8 2 AT
BT -
YA RN B — 4 A 147,942 143,976
— B WER 390 312
W E HAE R 1,330 1,064
AR 1,497 2,499
151,159 147,851
W A RE G BB B
Al 4% (147,942)  (143,976)
AR B A 3,217 3,875
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Notes to the Financial Statements

S B W

For the Year Ended 30 June 2001 #% ~F%F—4FAH =1 H ILFREE

23. OTHER BORROWINGS

The other borrowings, which represent block HABAEREHER SR TN -

discounting loans, are repayable as follows: BT

Within one year —4ER

Between one to two years —EWAER

Between two to five years [ENRSN

Opver five years RTLAER

Less: Amount due within one year shown B A RENEE SRR
under current liabilities A2 B

Amount due after one year —AEE R SR

24. OBLIGATIONS UNDER FINANCE LEASES

Amount payable under finance

leases:

Within one year
Between one to two years

Between two to five years

Less: Finance charges
Present value of lease obligations

Less: Amount due within one year

shown under current liabilities

Amount due after one year
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Minimum lease

THE GROUP
AL

2001 2000
SRR CEERTE
HK$’000 HK$000
Tl Tl
6,720 13,466
8,263 12,083
11,471 4,384
257 167
26,711 30,100
(6,720)  (13,466)
19,991 16,634

04 Fl & AL B K IE

Present value

of minimum

payments lease payments
RLETIRAL
A A kB sk B2 BRI
2001 2000 2001 2000
SRR STTTE SRR _TTTAE
HK$000 HK$000 HK$000 HK$000
T T#0 T T
AR A R AT 0 ]
JERT 2 2%
—4ER 1,787 2,250 1,503 1,907
—EWEN 226 1,697 176 1,418
W TLAE A 120 267 88 198
2,133 4214 1,767 3,523
W B (366) (691) - —
FH BRI B ey (L 1,767 3,523 1,767 3,523
B —AERENEC S
B e & (1,503) (1,907)
—HERF I B 264 1,616




Notes to the Financial Statements BB B i
For the Year Ended 30 June 2001 #%£ =%F% 44N H =+ H IL4FE

25. DEFERRED TAXATION 25. 1k S B JH
THE GROUP
4R

2001 2000
TRRAE CRTRAE
HK$°000 HK$000
T#L THTT
Balance at beginning of the year SRS R 41) (45)
Movement for the year (note 9) SN EEE) (F5E9) 4 4
Balance at end of the year SELELE R (37) (41)

26.

The movement for the year comprises the taxation effect of the difference
between depreciation allowances claimed for tax purposes and depreciation

charged in the financial statements.

At the balance sheet date, deferred taxation represents the taxation effect of
the excess of depreciation allowances claimed for tax purposes over

depreciation charged in the financial statements.

At 30 June 2001, the Group had net unprovided deferred tax asset of
approximately HK$23,616,000 (2000: HK$27,864,000) relating primarily
to the timing differences of the excess of accounting depreciation charged
in the financial statements over the depreciation allowances claimed for tax
purposes and taxation losses of certain subsidiaries. The net deferred tax
asset has not been recognised in the financial statements as it is not certain

that the benefit will be realised in the foreseeable future.

There was no significant unprovided deferred taxation for the Company

during the year or at the balance sheet date.

SHARE CAPITAL

AR 2 S TR PRI 2 H 2 8 G B A S
BUHR A T8 S 2 ZE R | B o

JAEEEH > EIEBLIE e P I R S
0 R A 2 B B 0 T 2 AT S i 5 R 2 B R
2 .

BTN = H o AREEE R
JIER JE A 7 IR 4723,616,00048 7T (TR EEAE ¢
27,864,000%57T) > T ZERHATE A BURE A 2 Fr85 3L
H R R 1T S T 8 SR A 2 SR T
JE A T 2 BRI AL 2 FE2% o N RREFEE A
B 2 I TE T SR AR R - T S TE A R 35 A
R S T VR (E o

AR RBARE H o AR R SAL R B 2 R
RSERLIH o

Authorised share capital of HK$0.10 each:
Balance at 1 July 1999 and
1 July 2000

Increase in share capital

Balance at 30 June 2001

Issued and fully paid share capital of
HK$0.10 each:
Balance at 1 July 1999 and
1 July 2000

Issue of shares upon bonus issue

Balance at 30 June 2001

26. LA
HKS$’000
T
B (E0. 10 T 2 35 AN -
R—JULIELEA —H &
CERBTAE LA —H 2R 80,000
H A 220,000
R TEEAENH = H 25565 300,000
BT (E0. 103 T 2 B 31T %
B AR
R—ILLILEEH —H &
TEREFRIELH—HZ 4% 37,016
DR AT IR UR B T 54T 2 JE Oy 74,032
AT EE—AENHA =T HZ A58 111,048
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Notes to the Financial Statements BB i Bk
For the Year Ended 30 June 2001 #%E _FE—4FAH =1 H ILFE

26. SHARE CAPITAL - Continued 26. A — 4

Pursuant to an ordinary resolution passed at an extraordinary general meeting
dated 23 April 2001, the authorised share capital of the Company was
increased from HK$80 million to HK$300 million by the creation of
additional 2,200 million shares of HK$0.10 each. The Company’s authorised
share capital is 3,000,000,000 shares of HK$0.10 each.

On 28 March 2001, the Board of Directors proposed a bonus issue to the
shareholders of the Company on the register of members on 23 April 2001
on the basis of two shares of HK$0.10 each of the Company for every share
held by the shareholders of the Company (the “Bonus Issue”). The Bonus
Issue was approved at an extraordinary general meeting on 23 April 2001
and 740,320,584 shares of the Company of HK$0.10 each, credited as fully
paid share capital, were allotted and issued to the shareholders of the Company
on the register of members on 23 April 2001 by the capitalisation of the
accumulated profits of HK$74,032,058. The new shares issued rank passu in

all respects with the existing shares in all respects.

Share option scheme

Under the Company’s share option scheme which was adopted at a general
meeting of the Company held on 20 December 1996, the Company may
grant options to directors and employees of the Company or its subsidiaries
to subscribe for shares in the Company, subject to a maximum of 10% of the
issued share capital of the Company from time to time. Options granted are
exercisable at any time for a period as may be determined by the directors.
The subscription price of the option shares is the higher of the nominal
value of the shares and an amount which is 80% of the average of the closing
prices of the shares on the five trading days immediately preceding the date

of grant of the options.

On 4 February 1998, 37,000,000 share options of the Company were granted
at an exercise price of HK$0.3712 per share and these options were lapsed
on 4 February 2001.
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2,200,000,000/8 45 BT E0. 10#5 702 JBeAy > #5125
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Notes to the Financial Statements
For the Year Ended 30 June 2001

S Bt ik ik
et 2 S E N2 T

27. RESERVES 27. fiti i
Special Goodwill Translation Accumulated
reserve reserve reserve profits Total
R ) il LR WS BatieA Hm
HK$’000 HKS$’000 HK$’000 HKS$°000 HK$’000
T T#x T T#L T#x
THE GROUP A
At 1 July 1999 A—JUILILEER —H = (44,036) 4,752 385,422 346,138
Exchange difference arising K g4 2755 2 W
on translation of operations (RS AR
outside Hong Kong Z 52 = = (473) = (473)
Net profit for the year (note 10)  A4EBEAIA (F5E10) - - = 110,188 110,188
At 30 June 2000 and R EERENA=Z1H
1 July 2000 B ERLHFELA—H = (44,036) 4,279 495,610 455,853
Exchange difterence arising RN ERS 2 W
on translation of operations (BRI EEAE
outside Hong Kong ZlE SRR = = (247) = (247)
Net profit for the year (note 10) ARAEFEAF] (B 5E10) - — - 101,832 101,832
Capitalisation for the Bonus TRAL IR B AL
Issue (note 26) (Fft5E26) = = = (74,032) (74,032)
At 30 June 2001 h_FEFE—FARA=TH = (44,036) 4,032 523,410 483,406
THE COMPANY A
At 1 July 1999 —UUUELE A —H 195,874 = = 1,455 197,329
Net profit for the year (note 10) ARAEPEAA (F5E10) = = = 719 719
At 30 June 2000 and MEERENA=1H
1 July 2000 R EELRELA—H 195,874 - - 2,174 198,048
Net profit for the year (note 10)  A4EREAA (FFE10) - - - 75,415 75,415
Capitalisation for the Bonus AR EE B AL
Issue (note 26) (Kt 5E26) = = = (74,032) (74,032)
At 30 June 2001 REoEE—FNA=1H 195,874 - - 3,557 199,431

The special reserve represents the difference between the book values of the
underlying net assets of M.C. Holdings Limited and Kantone Asia Limited
at the date on which the shares of these companies were acquired by the
Company together with the capitalisation of a shareholder’s loan of
HK$100,000,000, and the nominal amount of the Company’s shares issued

for the acquisition.

Pt i B E A2 RIYHEMLC. Holdings Limited &
Kantone Asia LimitedZ H » 5% Wi [#] /A 7 2 FEAN &
JEE MR THT VI (B[R] — S 4 E A AR 2 B R K
100,000,000%5 TCERAS 23 w] £ E bl i BT 84 7 e 0y 2
T (B 5 4 LU 5 22 258 -
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Notes to the Financial Statements BB i Bk
For the Year Ended 30 June 2001

BE=FEAA S| ILFE

NET CASH INFLOW FROM OPERATING ACTIVITIES TR IR R

Profit before taxation
Depreciation of property, plant and equipment
Amortisation of investments in e-commerce projects
Interest on bank and other borrowings
Finance charges on finance leases
Interest income
Loss on disposal of property, plant and equipment
Systems and networks written off
Deposits for telecommunications and internet projects
written off
Effect of foreign exchange rate changes
on inter-company balances
Increase in inventories
Decrease in trade and other receivables
(Decrease) increase in trade and other payables

Decrease in amount due to ultimate holding company

Net cash inflow from operating activities
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28. RECONCILIATION OF PROFIT BEFORE TAXATION TO 28. B3 B A s A BL A 28 K B 2 Bl &

2001 2000

TRE M RTRUE

HKS$°000 HK$°000

TG F-HIC

BBt e 1l 102,668 110,618

W - R B e 33,006 35,307

HESHIA B TR IEH 2 & 20,344 -

SRAT B HoAbA fe 2 ALE S 15,806 16,709

Tl BT 5 2 B ) 423 328
FEA (4,951) (6,270)

B - RS Mk 2 1R 399 276

ES s Wia s E e - 15,440

B RIS EL A TE 2 e 4
- 9,000
I R 838l 540 ) ] 2 &5 B A

-7 2,332 279
eyl (161) (6,188)

JESC R ) B AR ek Bk 2 2,077 123,762

JEEAT 88 2 B A HRAR (3 14 (11,367) 8,565
JREAST R 8 2 Je 2 i Bk il 20 (5,836) (1,134)

KBTS 2 BLA TR 154,740 306,692




29. ANALYSIS OF CHANGES OF FINANCING DURING THE

30.

31.

Notes to the Financial Statements
For the Year Ended 30 June 2001

29. 4F X Rl & 5 B 0 A

S Bt ik ik
et 2 S E N2 T

YEAR
Obligations
Trust Block under
receipts and  discounting Mortgage Bank finance
import loans loans loan loans leases
GGLIE S KsEPrdn %35 sy AL
B3l 11 £Ea% B £k sk RS
HK$°000 HKS$’000 HKS$°000 HKS$°000 HK$°000
T#x T#x T#x T#x TH#x
At 1 July 1999 R=ANELA—H 31,488 50,742 - 5,000 2,018
Net cash inflow during the year ARG T B T 14,919 = = =
Currency realignment AlEE 50, = (1,634) = = (64)
New loan raised S 2 B - 4,434 - -
New finance leases raised (note 30) S A R (B E30) - - — 3,652
Repayments during the year AR PR = (19,008) (261) = (2,083)
At 30 June 2000 and 1 July 2000 REEFEFFANHA=THK 46,407 30,100 4,173 5,000 3,523
“FEFELA—H
Net cash inflow during the year ARG T BB 7,590 = = =
Currency realignment IEE 5.5 = (2,064) (266) = (242)
New loans raised BB 2 A — 19,765 — — —
Repayments during the year AAE B = (21,090) (323) = (1,514)
At 30 June 2001 MEFEFEFANA=1H 53,997 26,711 3,584 5,000 1,767
MAJOR NON-CASH TRANSACTIONS 30 FEIIEBER Y
(@) On 23 April 2001, the Company issued 740,320,584 shares of HK$0.10 @ MEFRFENH+=H > RARERSZR

each to the shareholders of the Company as a bonus issue by the
capitalisation of accumulated profits of HK$74,032,058.

(b) In 2000, the Group entered into finance lease arrangements in respect (b)
of assets with a total capital value of HK$3,652,000 at the inception of

the leases.

ANALYSIS OF THE BALANCES OF CASH AND CASH

EQUIVALENTS

Deposits, bank balances and cash

Bank overdrafts

R 174,032,058 TCEE G AR > a1 AR A B

FAELT 740,320,584 M4 1T (0. 1095 702 17
YER AT BETR % o

k> SRATRT M &
FATIEX

A TEAAE s AR TR R AR A
{E/53,652,0004 T 2 B = 5] 37 Rl B AR & 22k o

31. Bl [ Bl & 25 B0 & B o

2001 2000
BB EETE
HK$°000 HK$ 000
T-W#L THIT
147,015 151,297
(88,578)  (92,271)
58,437 59,026
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32. CONTINGENT LIABILITIES 32. LA RR
THE COMPANY
A4
2001 2000
—FRE _RTTH
HKS$’000 HK$000
T TH#IT
Guarantees given to banks and financial institutions in 2% B 2 R BTt 2 A5 B T
respect of credit facilities granted to subsidiaries 16 $RAT B B B AT 2 478 % 232,230 237,963
In addition, the Company and a subsidiary issued a guarantee and provided BEAh > AR W) B — ] Wi 2wl it 1 o — PRI R g
indemnity in favour of an independent third party in respect of a block R Z RORATANBE » AL = R IR IR KR it
discounting facility granted to another subsidiary and the amount utilised as WEERE - Z—FFERA=STHESNZ &
at 30 June 2001 was disclosed in note 23. TR 23 o
The Group did not have any significant contingent liabilities at the balance AR FA 455 B AT A R ER B A -
sheet date.
33. CAPITAL COMMITMENTS 33. EARIE
THE GROUP
AAE M
2001 2000
—FEBE _RTTH
HKS$°000 HK$000
T TH#IT
Capital expenditure in respect of investments: BB EABS
Contracted for but not provided in the LRI AMERTE B BOR 5 3
financial statements 23,250 42,625
Capital expenditure in respect of property, Wy ~ WE B 2 EANBA L -
plant and equipment:
Contracted for but not provided in the EL RIS HMERTE RO 5 T 134
financial statements 816 121
Authorised but not contracted for A RFT B A 13,554 36,778
14,370 36,899
37,620 79,524
The Company did not have any capital commitments at the balance sheet AN AR G H R IAT AT AR -
date.
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34. OPERATING LEASE COMMITMENTS

35.

At the balance sheet date, the Group had future minimum lease payments
payable under non-cancellable operating leases in respect of rented premises

and machinery and equipment which fall due as follows:

Within one year 4R
In the second to fifth years inclusive WETAEN (B B W AE GG TE A)

The Company did not have any lease commitments at the balance sheet
date.

RELATED PARTY TRANSACTIONS

During the year, the Group has transactions with Champion and its

subsidiaries as follows:

34. & EMHERIE

RS H > AR B2 A B R T ) SE S A st
ZORAL RS E A H AR SRR A AR B
HHAR

2001 2000
e 2 S CRERA
Machinery Machinery
Land and and Land and and

buildings equipment  buildings equipment
TR RS REHE LT WS
HK$°000 HKS$000 HK$000 HK$000

T#x T THIT THTC

1,252 3,576 1,736 3,281
2,032 4,112 3,128 4,115
3,284 7,688 4,864 7,396

35

AN TR A RS o A B AR o

BN LRZS

ARG > AT A I 2 7 AT 5
55

2001 2000

—RR— TTRU

HK$°000  HK$'000

T T

Nature of transactions R BB
Sales of pagers and paging systems by the Group to A8 [ o e A T e 2

subsidiaries of Champion R (PR 2 (BT R A 1,369 1,498
Fees paid by the Group to Champion and its subsidiaries AR ] o e B % B 2

for the provision of office premises and facilities, ST A 25 e H R

and management services MRS 2 2 1,200 1,200
Service fees paid by the Group to Champion and its A S ] 1) S R B EL R 2 ) S A

subsidiaries for the provision of internet related services 5 R A I T A A 5 2 s 5 116

These transactions were carried out after negotiation between the Group
and the respective related companies. The sales and purchases were determined
on a cost plus and a carrying value basis respectively. The fees paid for the
provision of office premises and facilities, and management services were in
accordance to the management agreement dated 20 December 1996. The
service fees paid for the provision of internet related services were charged

on terms similar to those applicable to transactions with unrelated parties.

BAF A oy e AR B B A R A Al P AR T - H
B3 T 2 A I e MR T (B R ME R S« AT A
i AR O 2 B L et I BIROGS T S A 2 2 1 T
B —INE T H AR L2 B ek 2 41
SE SO o A TR LG AR S T S A 2 AR5 e BB
ER I NN hiPA S e P
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36. PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries at 30 June 2001 are as follows:

Name of company

Gk

Allum Resources
Limited*

Kantone Asia Limited*

Kantone (UK) Limited

Kantone Development
Limited
EHERARAF

M.C. Holdings Limited*

Multitone Electronica
Limitada

Multitone Electronics PLC

Multitone Electronics
Sdn. Bhd.

Multiton Elektronik
GmbH

Multiton Elektronik
GmbH

Multitone Rentals Limited

Parsons Industrial
Corporation*®

KANTONE HOLDINGS LIMITED

Place of
incorporation/
operations

wEMHRL SR

British Virgin Islands/
People’s Republic
of China & Macau

BB RS
BN
JR

British Virgin Islands/
People’s Republic
of China & Macau

HRAERT RS,
LEEYNEREE S
B

United Kingdom
e

Hong Kong

wib

Cayman Islands
P2 RS

Brazil

i}

United Kingdom
e

Malaysia
FEAR Y TR

Germany
s

Austria

A A

United Kingdom
e

British Virgin Islands/
Macau

BRI R B, IR

PAGE 52

Nominal value
of issued
share capital

CLBRAT B AR T
Ordinary US$1

HR—1£7T

Ordinary US$1

i —12E 00

Ordinary £5,500,000
58— 5,500,00035£8%

Ordinary HK$2

WA —ouk T
Ordinary £5,500,002
WA i — 5,500,002 85
Ordinary R $300,000
WE—
300,0000% 75 £

Ordinary £3,830,107
A A— 3,830,107 95 8%

Ordinary MR 285,000

LI [— 285,000 A& P T

Ordinary DM2,000,000
W E— 2,000,000 72

Ordinary ATS500,000
W3 fr— 500,000554

Ordinary £100
LA B— 100585
Ordinary US$1

I — 1500

36. I [t & 2 A
NoBE—EANAZH > ANAS BB

ZREMEAR

Attributable

equity interest

to the Group
AR B AN 2 B A Hi 2

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

Principal activities

B

Trading in
telecommunications
equipment and products

B AN R

Trading in paging equipment
and investments in internet
operations

R b A I A 2

Investment holding

BOEHE

Provision of administrative
services

PR TR

Investment holding

Distribution of
telecommunications equipment

SEERTR

Investment holding, design and
manufacture of paging
infrastructure and pagers

BOEEERL BT R E I
SEAHE R AT

Manufacturing of paging
equipment

HE FE (IR AL

Distribution of paging
equipment

0 S TR B

Distribution of paging
equipment

G B AR 5 1

Leasing of paging systems

I 2 U B

Trading and development of
telecommunications products

T T PR EE U



36.

37.

38.
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PRINCIPAL SUBSIDIARIES - Continued
Place of Nominal value
incorporation/ of issued
Name of company operations share capital
GiE 3L A 32 I R £ 57 % N T
Regionport Limited* British Virgin Islands/  Ordinary US$1
Macau
FRAER A, W SERk— 13550
Zonal Care Incorporated* British Virgin Islands/  Ordinary US$1
Macau
FBAETT AR, EE— 195

*  Directly held by the Company

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

excessive length.

None of the subsidiaries had any loan capital subsisting at 30 June 2001 or at

any time during the year.

POST BALANCE SHEET EVENT

Subsequent to the balance sheet date, the Board of Directors proposed a
bonus issue to the shareholders of the Company on the register of members
on 30 November 2001 on the basis of one share of HK$0.10 each of the
Company for every share held by the shareholders of the Company on 30
November 2001 (“1 To 1 Bonus Issue”).

This 1 To 1 Bonus Issue is conditional upon the approval of shareholders at
an extraordinary general meeting of the Company and the Listing Committee
of the Stock Exchange granting listings of and permission to deal in the

shares of the Company to be issued pursuant to the 1 To 1 Bonus Issue.

COMPARATIVE FIGURES

Certain figures of the consolidated balance sheet at 30 June 2000 were
reclassified to conform with the current year’s presentation. A summary of

the reclassification is as follows:

(a) Deposits paid in connection with projects relating to systems and
networks of HK$105,183,000 as at 30 June 2000, which were included
in trade and other receivables previously, were reclassified as non-current

asset to match the intention of the Group on these projects.

(b) Borrowing of HK$3,523,000 as at 30 June 2000, which were included
in other borrowings previously, were reclassified as obligations under

finance leases.

S Bt ik ik
et 2 S E N2 T

36. F E W& A 7 —

Attributable
equity interest

to the Group

di%lﬁlﬁﬁzﬂbkﬁﬁ

100%

100%

*

37.

38.

Principal activities

ER-= 2

Provision of treasury
services

PR A B S

Development of
telecommunications
equipment and systems
and investments in
e-commerce projects

BB R e b B R 5 AR
ETHEIEA

H AL A HH A

EFPITHN 2 A  T R O ) B RE A Sk
KRBT A BA A B SRR A AR R B E R
WOy 2 AT o GRS o M ALK E A 7
ZbE— g AE S BRI IR -

WA IR % —
TS AT T S5 A

MAHREH

AR AR > EFgE&IR _FEF A=
+ H 2B A M 2 AN R BARIRBEALI > HEYES
ARNFIBHRR —FE A+ — A= HERE— K
e A3 P 486 IR — A S AT {ELO . 1 09 T 2 AS 2 W] B
([ —ALBIREE]) o

JETH— 40— AL BCIR B R IR R A R € it

i LhRIAS T BT 2% B Er R g — i — ALK
B EAT 2 AR R L R E B AE I W fEH -

7S = H A R

FE 5

S RPN
FEHOTA - DU AR BT - T
SYBBEI T

(@) FRRSLAEARER O 2 %S R
FAEANH =1 H £105,183,000% 7T - Z HIFIE
JRENSC R 5 A ARSR > B E T A0 s FE T B
FELAF AL MBI TE H 2 2] o

R TEEEEN A =+ B Z 5453,523,000% 70
AR A > B B b Rl S
jﬁg o
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